Adjusted Indian Poverty
Estimates for 1999-2000

This paper explains a method that can be used to adjust the NSS 55th Round poverty
estimates so as to make them comparable with earlier official estimates. After presenting the
adjusted head-count ratios for all-India and each of the large states, for both urban and
rural sectors, the author turns to some broader issues about poverty monitoring in India,
including those raised by the non-comparability of estimates that is his main topic but
looking further to issues of future survey design and the choice of poverty lines.

I
I ntroduction: Povertyand
Poverty Debat es i nt he 1990s

hat has happened to Indian
poverty in the 1990s has been
hotly debated. After the eco-

nomic reforms in the early 1990s, there
was a historically rapid rate of growth in
GDP per head but, until the publication
of estimates from the 55th Round of
the National Sample Survey (NSS) for
1999-2000, little apparent reductionin the
fraction of the population in poverty.
Officia poverty estimatesinindiaarebased
on large household surveys of consump-
tion carried out by the NSS approximately
every fifth year. The 50th Round survey,
carried out in 1993-94, produced poverty
ratesthat wereonly slightly lower than the
previous quinquennial survey, the 43rd,
carried out in 1987-88. After 1994, there
werefour ‘thin’ survey rounds, which have
smaller samples and which are not prima-
rily designed to collect household con-
sumption data, and these al so showed little
if any evidence of areduction in poverty
up to the middle of 1998. But there have
always been some doubts about the reli-
ability of these surveys; not only are they
smaller, and therefore less precise, but
their ssmpledesign differsfromthat of the
qguinquennial rounds, so there remain
questions about their reliability as guides
to the evolution of consumers expendi-
ture and poverty.

In consequence, the results of the 55th
Round quinquennial survey of 1999-2000
were eagerly awaited. The estimates,
published in February 2001, showed a
marked reductioninthefractionsof people
in poverty. Among rural households, the
fraction estimated to be in poverty fell to
27.1 per cent in 1999-2000, compared
with37.3 per centin1993-94, whileamong
urban households, the fractions were 23.6
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per cent in 1999-2000, compared with
32.4 per cent in 1993-94. However, be-
cause the design of the 55th Round ques-
tionnaire was different from that in earlier
rounds, the comparability of these new
estimates has been challenged, [see for
example Sen 2000].

Inthispaper, | explainamethod that can
be used to adjust the 55th Round poverty
estimates so as to make them comparable
withearlier official estimates. Thismethod
is only as good as its assumptions which
are plausible, but not necessarily correct.
Given that the 55th Round is not compa-
rable with earlier rounds, some assump-
tions are needed to make progress at al.
Asl shall show, my estimates suggest that
much, if not al, of the officia fal in
poverty is rea. Indeed, there are some
basic facts of the 55th Round which were
not compromised by the survey design,
and which makeit clear that therehasbeen
asubstantial improvementinlevelsof living
since the 50th Round in 1993-94.

The paper is organised as follows. Sec-
tion Il explains the source of the non-
comparability of the55th Round estimates.
Section |1l explains the basis for my ad-
justments. Inevitably, there are some for-
mulas, but | have tried to keep them to a
minimum, and | explain what each of them
means. Section |V containstheresults, and
includes adjusted head-count ratiosfor all
Indiaand each of the large states, for both
urban and rural sectors. These estimates
are afirst cut at the issue, and should not
be treated as the best estimates that are
currently available. My preferred estimates
of poverty and inequality in India in
1999-2000, together with comparable
estimates for earlier years, are given in
Deaton and Dréze (2002). Section V turns
to some broader issues about poverty
monitoring in India, including those
raised by the incomparability that is my
main topic, but looking further to issues

of future survey design, and to the choice
of poverty lines.

|
Sur vey Desi gn and
Non- Conpar abi l ity

Thecomparability problemscameabout
asfollows. In the 51st through 54th (thin)
rounds, the NSS experimented with the
recall periodsover whichrespondentswere
asked to report their consumption. NSS
consumption surveys have traditionally
used a 30-day recall period for al goods,
adecision that was based on some experi-
ments in the early 1950s [Mahalanobis
and Sen 1954]. Most statistical offices
aroundtheworlduseashorter recall period
for highfrequency items, suchasfood, and
longer recall period for low frequency
items, such as large durable goods. The
NSS experimentsin the 51st through 54th
Rounds compared a traditional 30-day
recall questionnaire (Schedule 1) with an
experimental questionnaire with three
reporting periods, 7-, 30-, and 365-days,
applied to different classes of goods
(Schedule 2). Households were randomly
assigned to one or other schedule, and it
wasfoundthat, onaverage, theexperimen-
tal 7/30/365 Schedule generated more
reported total expenditures. This effect
was|arge enough to cut estimated poverty
rates by approximately a half when the
experimental schedule was used in place
of thetraditional schedule[Visaria2000].
Shorter reporting periods typically gener-
ated higher rates of consumption flow, so
that the seven-day recall in Schedule 2
produced higher averageconsumptionthan
the 30-day recall in Schedule 1, while the
365-day recall in Schedule 2 produced
lower average consumption. However, the
365-day recall also has the consequence
of pulling up the bottom tail of the dis-
tribution of expenditures on these infre-
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quently purchased items, such asdurables,
clothing, or hospital expenditures, and
many fewer Schedule 2 than Schedule 1
households report no purchases of these
items over the reporting period.

The 55th Round differed both from
earlier rounds and from either of the
Schedulesin the experimental rounds. For
thehighfrequency items, householdswere
asked to report their expendituresfor both
recall periods. The questionnaires were
printed with the list of goods down the
leftmost column, with the next four col-
umns requesting quantities and expendi-
tures over thelast seven days and over the
last 30 days respectively. Such multiple
reporting periods are often used in house-
hold expenditure surveys, and may well
produce excellent estimates in their own
right. But the results are unlikely to be
comparable with those from a question-
naire in which only the 30-day questions
areused. For example, whenthey areasked
both questions, respondentsareeffectively
being prompted to reconcile the rates of
consumption across the two periods. In-
deed, there is some evidence that is con-
sistent with this sort of reconciliation. In
the 51st through 54th Rounds, where dif-
ferent households were assigned one or
other of the two schedules, the ratio of
mean per capitaexpenditurein Schedule 2
tomean per capitaexpenditurein Schedulel
lay between 1.13 and 1.18 for both urban
and rural sectors in al four rounds. Yet
in the 55th Round, the ratio of the two
measures of per capita expenditure fell to
1.04 among rura and 1.03 among urban
households. This was in spite of the fact
that the low frequency items were asked
only at the 365-day reporting period, which
should have reduced the Schedule 1 esti-
mates and further inflated the ratio of the
Schedule 2 to Schedule 1 totals.

Although we have no way of knowing
exactly what happened, one reasonable
hypothesis is that the immediate juxta
position of the two schedules prompted
households to reconcile their two reports,
pulling up the rate of consumption at 30-
day recall above what it would have been
if asked inisolation, and pulling down the
rate of consumption at 7-day recall above
what it would have been if asked in iso-
lation. If so, the 30-day estimates of con-
sumptionfromthe55th Round aretoo high
compared with the 30-day estimates of
consumption from earlier large rounds,
particularly the 50th, and the reduction in
poverty isoverstated. Giventhevery large
drop in the head-count ratios, this is a
plausible story. The 7-day estimates can-
not be used to repair the poverty estimates
because there are no 7-day estimates from

earlier large rounds. The best that can be
done is to compare the 55th with the im-
mediately preceding thin rounds, a proce-
dure that shows an increase in poverty in
1999-2000 compared with the period from
mid-1994 through mid-1998.

|
Adj ustingthe Poverty
Esti mat es

This section outlines a procedure for
adjusting the poverty estimates from the
55th Round to makethem comparable with
earlier large rounds, particularly the 50th.
Because the new survey does not contain
all the information that is needed to make
it fully comparable, the method, like any
effective procedure, rests on a number of
assumptions. | shall provide some evi-
dence to suggest that these assumptions
are plausible, but they cannot be fully
tested without the information that, if it
existed, would obviate the need for them.

The key ideaisthat there are agroup of
goodsforwhichthequestionnaireisthe same
acrossall rounds. Therearesix broad cate-
gories, fuel andlight, miscellaneousgoods,
miscellaneous services, non-institu-
tional medical services, rent, and consumer
cessesand taxes. Theseitemshave aways
been asked using the 30-day reporting
period. Thefirstfourareimportantitems, and
expenditureson thefirst three are reported
by virtually al househol ds. Non-ingtitutional
medical expenditures are also important on
average, with a mean that is comparable
in size to expenditures on miscellaneous
goods or expenditures on miscellaneous
services, but they areincurred by lessthan
half of households over a 30-day period.
Taken together, expenditures on the six

broad categories account for more than 20
per cent of all expenditures, and more in
urban areas. Total expenditure on these
*30-day’ goods is also highly correlated
with total household expenditure; in the
50th Round, the correlation between the
logarithm of total household per capita
expenditureandthelogarithm of per capita
expenditure on these 30-day goodsis0.79
and 0.86 in the rural and urban sectors
respectively. | can therefore use expendi-
tureson these comparably surveyed goods
to get an idea of trends in total expendi-
tures, and therefore, of trends in poverty.

Rather than estimating per capitaexpen-
diture as afirst stage and then going on to
estimate poverty, | use a more direct pro-
cedure. Denotethelogarithm of household
total expenditure per head by X, and the
logarithm of total expenditure per head on
30-day goods by m. The logarithm of the
poverty lineiswritten z, and everything is
measured in constant price rupees. If the
head-count ratioisdenoted by P, | canwrite
P = F(2), -
where F () is the cumulative distribution
function of the logarithm of per capita
expenditure (pce). F(z) issimply the frac-
tion of peoplewho livein householdswith
alogarithm of pce less than the logarithm
of the poverty line, or just the fraction of
people who live in households with pce
less than the poverty line.

We are interested in using the amount
of mtopredicttheleve of poverty. Consider
then the probability of being poor con-
ditional on spending m on 30-day goods,
F(zlm). | can rewrite equation (1) as

P= (}:F(z|m)g(m)dm = E, [F(zIm)] ...(2)

where g(m) is the density function of the

Tabl e 1: Headcount Poverty Rati os

(Rural Indi aRer cerit)
50t h Round 55t h Round 55t h Round
Ofiad Estinate Ofiad Estinate Adj ust ed S Eror
Andhr a Pradesh 15.9 15.9 111 10.5 14.9 0.64
Assam 45.0 45.2 40.0 40.3 4.1 2.05
B har 58.2 58.0 4.3 4.0 9.2 118
G arat 22 2.2 13.2 12.4 15.4 1.17
Har yana 28.0 28.3 83 7.4 2.7 1.06
H nachal Pradesh 30.3 30.4 7.9 7.5 18.9 132
Kar nat aka 2.9 30.1 17.4 19.8 5.7 1.59
Keral a 2.8 5.4 94 94 12.6 0.67
Madhya Pr adesh 40.8 40.7 37.1 37.3 36.4 1.47
Mahar asht ra 37.9 37.9 27 232 2.2 143
gissa 2.7 49.8 48.0 47.8 47.3 175
Punj ab 2.0 1.7 6.4 6.0 59 0.43
Raj ast han 26.5 26.4 13.7 135 19.6 159
Tan | Nadu 325 3.0 20.6 20.0 19.9 102
Utar Pradesh 2.3 2.3 3.2 311 R7 0.86
st Bengal 40.8 41.2 3L9 3L7 37.1 150
Al-Irda 37.3 37.2 27.1 27.0 30.2 0.43

MNres: The'officia’ estinatesfor the50thand55t hRoundaret hosepubl i shedi nt he M anni ngGnmissi on' s
pressrel eases. The‘ estinate’ incol umms 2and4areny cal cul ati onsfromtheunit recorddata.
Thesedi ffer fromtheofficia nunbersbecausethel atter areextrapol at edfrompubl i shedtabl es
rather thandirectly cal cul atedfromthedata. Thel ast two col urms showt he adj ust ed poverty
estinat es usi ngt heproceduresdetai | edi nthetext, toget her w thstandarderrorscal cul atedfrom

100repl i cati onsof aboot strapthat takesint oaccount thecl uster structureof thedata, but i gnores

sratificaion
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logarithm of expenditure on 30-day goods
m. Equation (2) invitesusto consider what
is the probability of being poor overal,
given expenditure on 30-day goods. The
head-count ratio for the population as a
whole is the average of this probability
over everyone.

Equation (2) cannot be evaluated using
data from the 55th Round any more than
can equation (1). However, if there are
grounds to suppose that the probability of
being poor conditional on m, F(zjm), is
constant over time, and if the density of
m, g(m), is the same in the 55th Round
as it would have been with a traditional
schedule, then we can use the actual
margina distribution of m from the 55th
Round together with the conditional head-
countfunctionF(zjm) fromanearlier round
tocomputecorrected head-count estimates.
In particular, | use the 50th Round to
compute the head-count conditional on m
and estimate the 55th Round poverty rate
according to

Pss = g F50(z|m)955(m)dm =

Em55 [Fgo(2im)], ..(3)

wherethe ‘hats’ denote estimates, and the
subscriptsdenotetherelevant NSSrounds.
According to (3), we use the probabilities
of being poor given expenditure on 30-day
goods, estimated from the 50th Round,
and combine them with the distribution of
expenditures on 30-day goods from the
55th Round, expenditures that were col-
lected in acomparableway inthe 50th and
55th Rounds. Put differently, we can
observe directly expenditures on 30-day
goods in the 55th Round. These tell us
something about poverty in that round.
Exactly what can be calculated by using
each household's 30-day expenditures to
calculate its probability of being poor,
given the rel ationship between being poor
and 30-day expenditures from the 50th
Round, and then averaging over all house-
holds to get the estimated poverty count.

Theprocedurehereisvery different from
another method that is sometimes used.
Thisalternativeusesexpenditureon 30-day
goods and on al goodsin the 50th Round
to calculate the value of 30-day expendi-
turesthat correspondtotheoverall poverty
line, effectively a 30-day expenditure
poverty line. Itthenusesthis 30-day poverty
lineinthe55th Roundto cal cul atethe frac-
tion of people whose 30-day expenditure
is below this cutoff, and uses that as an
estimate of poverty. The problemwiththis
method isthat therearesomepeoplewhose
30-day expenditure is low, but who will
not be poor overall, and somewho are poor
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overall, but not poor in 30-day expendi-
tures. These households are recognised in
(1), (2) and (3), but missed in the alter-
native. Indeed, it is easy to use (2) and (3)
to show that the alternative method will
be correct only when 30-day poverty is a
perfect predictor of overal poverty.

Notetoo that the procedure deals simul-
taneously with the changes from 30-days
to 7-days, and the change from 30-daysto
365-days. We make no use of the 7-day
or 365-day expenditures from the 55th
Round, relying only on the 30-day expen-
ditures, whichare comparableacrossboth.

What assumptions are required for (3)
towork, and why might they bevalid? The
most plausible assumption is that the
density of misthe samein the 55th Round
as it was actually conducted as it would
have been had the 55th Round beenrun in
the traditional way. Remember that the
questionnaire for the 30-day goods is
identical to earlier questionnaires, so that
theissue is whether changes elsewherein
the questionnaire altered the responses to
the parts that remained the same. Thisis
certainly possible, although there is no
reason to think so. There is also relevant
evidencefromthethinrounds, whichcan be
used to comparethedistributionsof 30-day
goods in Schedule 1 and in Schedule 2,
wherethe questions on all the other goods
were different. Tarozzi (2001) runs these
testsand isunableto reject the hypothesis
that the distributions of reported expendi-
ture on 30-day goods are the same in the
two Schedules.

The second assumption is about the
stability fromthe50thtothe55th Round of
the function F(zjm) and its vaidity de-
pends, among other things, on the stability

of the Engel curve relating the logarithm
of expendituresper capitaon 30-day goods
to thelogarithm of total household expen-
diture per capita. If this Engel curve is
stable over time, and the distribution of
households around the Engel curve does
not change, then the fraction of people
who are poor at any given level of m will
beconstant. Notethat it isnot required that
expenditure on 30-day goods be a fixed
ratio of total expenditure, only that the
relationship between them remain stable.
To seehow thisworks, and to see potential
problems, suppose that the Engel curve
can be written
m = ¢(x) +u (4
where ¢(x) ismonotoneincreasing in x
and the cdf of u, which is independent of
X, can be written H(u). Then we have

F(zlm) = Pr (x £ zjm) =
Pruzm9¢ (2m] =
1-Hm-¢ (2)]. ..(5)

By (5), the regression of poverty on m,
F(zJm), will be constant over time if the
Engel curve remains fixed, and if the
distribution of u remains constant. The
equation also highlightsapotential source
of difficulty. If the Engel curve depends
onother variables, perhapsmost obviously
on relative prices, and if these variables
shift, the poverty regressionwill also shift,
and the estimates will likely be biased. If
such variables are identifiable, and if the
data are available, they can be used to
condition the distribution of x along with
m in equations (2) and (3). Note finally
that, whileitisuseful to consider the Engel
curve when justifying the procedure, the
estimation does not work with the Engel
curvenor itsinverse, theprojection of total

Tabl e 2: Headcount Poverty Rati os
(Wban!ndi & Fer Gont)

50t h Round 55t h Round 55t h Round
Ofiad Estinate Ofidd Estinate Adj ust ed S Eror
Andhr a Pradesh 3RB.3 338 26.6 27.2 21.7 145
Assam 77 7.9 7.5 7.5 83 123
B har 345 34.8 329 RB5 3.8 177
Qjj arat 27.9 28.3 15.6 14.8 16.0 169
Har yana 16.4 16.5 10.0 10.0 95 145
H machal Pradesh 92 93 4.6 4.6 45 0.68
Kar nat aka 40.1 39.9 25.3 24.6 255 1.9
Keral a 24.6 24.3 20.3 19.8 18.7 1.03
Madhya Pr adesh 48.4 48.1 RB.4 38B.5 37.9 163
Mahar ashtra 3.2 3.0 26.8 26.7 28.1 1.49
Qissa 41.6 40.6 42.8 43.5 41.4 3.80
Punj ab 11.4 10.9 58 55 6.3 0.42
Rgj ast han 30.5 3L0 19.9 19.4 2.8 223
Tani | Nadu 39.8 39.9 21 2.5 24.4 121
Utar Pradesh 3%.4 %1 30.9 30.8 0.4 164
st Bengal 2.4 2.9 14.9 14.7 19.5 124
De hi 16.0 16.1 9.4 9.2 6.5 0.68
Al-Ida 324 326 236 235 24.7 0.41

MNotes: The'official’ estimatesfor the50thand55thRounds arethose publ i shedinthe Pl anni ng
Gonm ssi on’ spressrel eases. The‘ estinate’ incol unms 2and4areny cal cul ati ons fromtheunit
recorddata. Thesediffer fromtheofficial nunbersbecausethel atter areextrapol atedfrom
publ i shedtabl esrather thandirectly cal cul atedfromthedata. Thel ast two col urms showt he
adj ustedpovertyesti nat es usi ngt he proceduresdetai | edi nthetext, toget her wthstandarderrors
cal cul at edfromlOO0repl i cati ons of aboot strapthat takesi nt oaccount thecl uster structureof the

data, but i gnoresstratification
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F gure: Distributionof Expendi t ures on 30- Day Goods i nt he 50t h and 55t h Rounds,
and Probabi | i ty of Bei ng Poor Condi ti onal on 30- Day Expendi t ures, Esti nat ed
f rom50t h Round

1-

50t h Round

&l
|

densi ty of x30 ,."'l
50th Round

Fractioni npoverty, anddensi ty

Rural I ndia

poverty condi ti onal onx30

densi ty of x30
55t h Round

Logari t hmof Real Per Capi t a Expendi t ur e on 30- Day Gods

expenditure on 30-day expenditure, but
directly with the regression of poverty on
30-day expendituresthrough equation (3).

Once again, without the missing data
from the 55th Round, there is no way of
checking the validity of the assumption.
But once again robustness can be checked
by calculating the regression functions
F(zJjm) from the thin rounds — abeit less
precisely than for the 50th Round — and
the resultsinserted into (3) in place of the
estimates from the 50th Round. | have
done some experiments along these lines
for the All India estimates shown below,
and whilethere are somechanges, they are
well within the range of uncertainty given
the standard errors.

v
Enpi ri cal Met hods, Results
and D scussi on

| cal culatetheadjusted poverty estimates
by direct application of equation(3). Using
datafrom the 50th Round first, | calculate
a dummy variable for each household
indicating whether its members are poor
or not, according to whether its household
per capitaexpenditureisbelow theofficial
poverty linefor the 50th Round. When the
calculationsarefor All-India, | usetheAll-
India poverty line; when they are for a
specific state, | use that states specific
poverty line. All calculations are done
separately for urban and rura sectors. |
then use a locally weighted regression
procedure, to locally regress the poverty
dummy on thelogarithm of 30-day expen-
ditures. | do this at each point on a 50-
point grid. Theseregressionsareweighted

by the NSS-supplied household inflation
factors multiplied by household size so
that everything is effectively done at the
individual, not household, level.
Turningtothe55th Round, | first deflate
30-day expendituresby theconsumer price
index implicit in the appropriate official
poverty line. For example, the official
poverty line for rural Bihar was 212.16
rupeesinthe50th Round and 333.07 rupees
in the 55th Round, so that the deflator for
rural Bihar is 333.07 divided by 212.16.
While it might be preferable to work with
apriceindex for the 30-day goods, thereal
issueisthestability of theEngel curvewith
respect to changesinrelativeprices, which
my preliminary cal cul ationssuggestedwas
not too much of aproblem. After deflation,
| computeakernel density estimatefor the
logarithm of deflated 30-day expenditures,
using the same grid points as in the 50th
Round regression. The corrected poverty
estimate is then aweighted average of the
50th Round regression predictions using
the estimated density as weights.
Before looking at the estimates, it is
useful to consider the Figure. The Figure
shows, for All-Indiarural, thetwo estima-
ted densities for the logarithm of real per
capitaexpenditure on 30-day goodsin the
50th and 55th Rounds. These estimates,
weighted and averaged over the popula-
tion, give us our estimates of the poverty
head-count ratio. The important point to
note is the extent to which the density of
30-day goods has moved to theright from
the 50th to the 55th Round. At al levels
of the distribution, among the poor, the
middle, and the best-off, there are more
30-day expenditures in 1999-2000 than

Economic and Political Weekly  January 25, 2003

there were in 1993-94. It is this fact that
drivesthe reduction in estimated poverty,
and that makesit so unlikely that there has
been no improvement in living standards.
Expenditures on 30-day goods are trans-
latedinto poverty estimatesusingtheprob-
ability of being poor given expenditures
on 30-day goods. Thisisshownasthesolid
lineinthefigure, falling from left to right.
Among those with very low expenditures
on 30-day goods, the probability of being
poor is nearly one, but fals steadily the
more30-day expendituresthereare. Again,
these are probabilities; | am not assuming
that thereisany deterministic relationship
between being poor and the amount of 30-
day expenditures. The poverty head-count
ratios reported below are calculated by
weightingthedensity of 30-day purchases,
in Figure 1 the dotted line, by the prob-
ability of being poor conditiona on 30-
day expenditure, the solid declining line.
Table 1 showstheresultsfor rural India,
and Table 2 for urban India. | have shown
my own recal culation of the official head-
count ratiosa ongwiththeofficial estimates
themselves. The two sets of estimates are
slightly different, presumably becausethe
official numbers are not calculated from
theunit record data, but frominterpolation
using published tabulations of the size
distribution of per capita expenditure. |
present both sets of numbers because the
adjusted estimates are cal culated from the
unit record data, and to demonstrate that
the difference between the adjusted and
official estimates does not come from my
inability to reproduce the officia counts.
Thepenultimatecolumnof thetablesshows
the adjusted head-count ratios, and thelast
column shows bootstrapped standard er-
rors. These should be thought of as stan-
dard errors around the true poverty rates,
not around the estimates that would have
been produced by the 55th Round had it
been run aong traditiona lines. Because
I have allowed for the cluster structure of
the data, but not the stratification, they are
likely somewhat too large. Once again,
note that these estimates have been up-
dated for other factors and fully recalcu-
lated in Deaton and Dréze (2002).
Theadjusted rural poverty estimates are
somewhat higher than the official 30-day
estimates. For al-India, the official esti-
mate of 27.1 per cent is replaced by 30.2
per cent. Instead of there being adrop in
rural poverty since 1993-94 of 10.2 per-
centage points, the adjusted figures show
areduction of only 7.0 percentage points,
so that alittle more than two-thirds of the
official reduction appearsto bereal. Most
of thestates show asimilar pattern, though
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in the cases of Madhya Pradesh, Orissa,
Punjab, and Tamil Nadu, the adjusted
estimates are lower than the official num-
bers. In the urban sector, Table 2 shows
adjusted urban estimatesthat are typically
very closetotheofficial estimates. For All
India urban, the official estimate of 23.6
per cent israised only to 24.7 per cent, sO
that | estimate that 7.9 percentage points
of the official reduction of 9.1 percentage
points is real. Across the states, some of
the adjusted figures are lower and some
higher than the official figures. Notable
changesarein Rajasthan and West Bengal
where the adjusted poverty counts are
considerably higher than the official ones.

In summary, the calculations suggest that
the official poverty counts based on the
30-day questionnairearenot seriously mis-
leading, thoughintherural sector, itappears
that only around two-thirds of the offi-
cialy measured declinein poverty isreal.
The other third is an artefact, presumably
induced by changes in the survey instru-
ment between the 50th and 55th Rounds.

The corrected figures raise a number of
questionsof their own. First, if thechanged
survey design has its effects through the
way that respondentsreact to the question-
naire, it is unclear why the effects should
be different from one state to another, and
in particular, between rural and urban
households. Perhaps the difference has
something to do with other changes, for
examplein the way that respondents were
asked about home-produced foods, or in
the uniform adoption of a 365-day ques-
tionnairefor thelow-frequency items. Both
of these changes surely atered reported
expenditures on durables and on home-
grown food, and would have done so
differently depending on whether or not
the respondent was engaged in agriculture
and on his or her level of living. Agricul-
tureis more important in the countryside,
and durables are moreimportant in towns.
Second, theresultsare very different from
theprior expectationsof many researchers,
including my own. That reported 30-day
expenditure would be pulled up by the
presence of questions about 7-day expen-
ditures seems entirely plausible, yet the
results in the tables suggest that most of
thedistortion wasto the seven day reports,
not to the 30-day reports. There is one
other shred of evidence relevant to this.
The NSS has recently repeated the 7-day
versus 30-day experimentsthat were done
by Mahalanobisinthe 1950s. Theprelimi-
nary results appear to suggest that the 30-
day estimates are more reliable than the
7-day estimates, which appear to be over-
stated. If so, it is possible that the 30-day
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responses are generally reliable, and that
7-day recal is less accurate, and more
prone to being changed by changes in
guestionnaire design.

\'
Poverty Mnitoringinindia

It is worth stepping back from the re-
sults, and considering the broader impli-
cations for poverty monitoring in India
That it is necessary to adjust the official
estimatesat all isunfortunate, althoughthe
NSS is surely to be congratulated for its
willingness to conduct experimentsin the
interestsof long-runimprovementsin data
collection and poverty estimation. That
said, it ismost desirable that survey prac-
tice and design be stabilised soon so that,
when the next largeround isdone, we will
be able to have poverty counts that are
compatible with at least some earlier es-
timates, and that do not need to be adjusted
by statistical techniques. Exactly what the
questionnaire should look like is still not
clear. Many people have assumed that,
because Schedule 2 produced more expen-
ditures, itistherefore better, but that isnot
necessarily true. Recent NSSexperiments,
reported el sewherein thisvolume, suggest
that, at least for some goods, the 30-day
reporting periods may be more accurate,
as Mahalanobis and Sen originally found.
Soit may bebetter to go back to something
like the traditional Schedule, with its
uniform 30-day reporting period. The
choice between 30 days and 365 days for
low-frequency itemsis a particularly dif-
ficult one. The reduction in mean that
accompaniesthemoveto 365 daysislikely
to come from peopl € sinability to remem-
ber purchases made 10 or 12 months ago.
On the other hand, thelonger recall period
allows more people to report something,
and raises reported expenditures the bot-
tom tail of the per capita expenditure
distribution. Compared with the earlier
practice, this change tends to reduce
measured poverty below what it would
have been with the original, 30-day, ques-
tionnaire. Indeed, as argued by Sundaram
and Tendulkar (2001), the change from
30 daysto 365 daysfor the low-frequency
itemsmay by itself beresponsiblefor much
of the understatement of poverty (relative
to earlier methods) intheofficial estimates
for the 55th Round.

It should also be noted that the choice
of recall period, important though it has
beeninthecurrent discussions, isfar from
the only, or even most important, issuein
poverty counts. Issues of comparability
between NSS and NAS estimates are now

being seriously addressed, and it appears
that earlier claimsthat NSSestimateswere
wild underestimates were themselves
greatly exaggerated. Nevertheless, given
theimportance of the poverty estimatesin
Indig, not to mention the worldwideinter-
est in therel ationship between growth and
poverty reductions, it would be useful to
maintain a close dialogue between the
producers of the two kinds of data.

Finally, poverty counts depend only in
part on the survey data. They also depend
on the poverty lines that are used as cut-
offs. | have argued elsewhere that the
current set of poverty lines used by the
Planning Commission are not defensible
and ought to be changed, [see Deaton and
Tarozzi 2000] and my companion paper
in this issue. The distribution over states
and sectors of the current poverty lines
makesvery littlesense, andthereare better
aternatives available. {7
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[I am grateful to Jean Dréze, Bo Honoré, Nick
Stern, and Elie Tamer for helpful discussions
during the preparation of this paper. | should
particularly like to acknowledge discussions with
and help from Alessandro Tarozzi whose paper,
Tarozzi (2001), develops an alternative
methodology and covers many important issues
not dealt with here)]
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