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The Efi'ect of A g r i ~ u l t ~ a l  &o$rction and ?rice$ 

on t h e  kcidence of Rural P o v ~ ~ k l A ,  T ~ t n t i v ~  

b l y s i ~  o f  Giter S h t e  Vaxiati3;1~ 

'&c cr,i.~imL . ~ t t e n p t s  to f i q d  some lrtoasurs of the  a b g - s m d  l"ve3a 

of poverw in Briti~h Lrc?is, undertaJren t o w a d c  the end of the 19th 

c e n t ~ w ,  wexe &ed at a critique of the co lon ia l  state. 11 In rucer: 

timei, hovevex, it is under the auspices of the s t a t e  i t s e l f  that 

-- 
s t . t ~ ~ ~ ~ 5 s  to meas-me the incidence of poverty in pos t-indepcndrmce iqr?ie 

l-al-c b c c ~  .*=uv.'-KCL~ %is new reseach  of the sixties and sr.- ent ties was 

i,xLtia.ted lqi t h e  Pl'_i;~rli:q: C~mission, ontensib- to aid a new kL~d of 

planning ~illich w o ~ l  A hopefully eradicate atleast t h e  a o s t  sntense lerc.l:: 

of psvesty. No o:le i n s  surprised ihat,  all the resoarch n o t  

withstandink, plznnin~: i a i l c d  t o  make a dent  on poverty; for nobody had 

really bclievrzd ';kn+ 211 t h a t  str;orl in the F * ~ J -  of eradicating poverty 

was t h e  prcca~~-t;: ' . :~n c f Fzorler estimates o f  nm!lwn levels  of living, 

tarcet ~ ~ o u ~ s  of n o ~ z l a t i o n  and the l i k e .  'Phc e f f o r t  however was not 

en* irely wz ;-i;cJ f c)l :  w i , i l t .  the on tcrlsitlle nl.?~x.ing pal c wexe not  x h i e ~ c ~  

t k ~ :  r ~ s e ~ r c h  dLcl c jntribute c%mousl3. t~ kbe construction of a fak ly  

ca-itious statistic~l picture of pavecty i;l LiAia. I /  D-LOI@ it was 

' c s s e n t i ~ ~ l l y  ~r-occupied with problems of ncnsme~en t  the w o ~ k  of th is  

Scc William Di&y - 'Prosperous British India. b i l d ~ i l ,  1901 

Y sec ~ ~ r s p c r . t _ i i r e  of Dc7~eI~~ i2en t  : 1 367 -im. h , l i c u t i o n :  of F1?2i:irf; 
f c r  n ! ;5-Zn.;ziL ;we1 of Livinq. Fcrspcc-tive P l m k i .  T l P ~ i ~ i o c ,  ?la y_j 1%: 

Com~iusion., 1 95 2. 

Xozt of t:-.e irr,por>aJlt ~mr!; of this per iod  1r.s 5 u m  pl.?.t toxe.lter ir -;. c 
v~lum:,.~ edited+ bj; Dardhm m d  SrinPd-:~am (1974) 



period ai .c! nre~mei l  t3.e . - r . i . .  t ?. ..-: -.-.-.-.. r,:1- cr ".he & ~ d  reported 1,em 

rhich in norc concexnd with tile ~ T f e c t  o f  t r ~ i , - ~ ~ s  economic factor ; :  on 

the kdiderice of potrer-iy ra+her thm the zeaxmement of povzrty i.t;:elf, 

Factors Underl,Tia. APural Po~~cr-ly-f ; 

For o u r  present p q o s c  it is v.saful to note at; the very outs?+ thi 

the mml poor do cot; forrr! 2, hmo~enous ca-tsgory, They 2ze cliff cr:x*tizki 

not only in t-s of +he intensity of depriva+ion but a l s o  f w c t i o - d l y  

in terns of theirr roles a d  positions in the structure of maria relation 

A c c o x ~ i y  the effect of different factors governing the in~idencc of 

poverty nay also v w j  between different  segments of the mal poo::. 

AnaJytically they nay be classified into two h m a d  stra:a, i. e., the class 

of' cul.tive '-ors who earn t h e i r  l iv '  ,g primarily fi-on -';he prodme c f  their 

operated h o l d h g s  (whether omcd ox leased in) and the class of :t~j~iculturd 

labewerc  :;ho iL.x !'- -:-- " ' - - : +  +.. ‘-n - a*--. .--'"*swa by h k b g  ~ m s e l v e s  as tnge 

Labourera, For a cu1tivat j .n~ hou, hold  its income wi d d  depend not only on 

the gmeral  Level of a ~ i c d t w a l  ~xoduc t ion  b'-.'- also on t hc  hm;seholtl*s 

c o m d  wer la.: .- ti-i i)i.;l~cipal assee in agicul-;;ural produc.tion -- wXch 

l a r g e l y  detomiaes the S - ~ C E -  of its own claim out of t o t a l  produr.tion. To 

t h e  extent th& a portior, of the  houl;ehoId's share of total p;rc,duce is also 

nzeketed its r e d  income t~ould rise or fall  with a rise ox f a l l  in the 

selling pricc of agricultural conrmo6ities .relative t o  t he  price a% which 

the househol$ m w  bv inputs or !itmrs of c ~ n ~ n m p t i o n  frm +he market. 

Finally, given a cd t iva t i ng  hoWeholdWs family income the actual. level 

of living or incme per capita ctf the fmily varies inversely with fmi5; s i M  



h the case of zgciculhral labourerz,  the nuiJ,-.r of ~ i ; ~ c 2 r ~ c r  

offering themselves f o r  m.ge labour nqy r i c o  directly ao r,  cons^^;^^::!^^:, 

of population growth and declining land t marr  ratio. The zu lbcr c ; v l L  

also xioc, however, ~s a consequence of clxm~cc in the  dlstxibztfol, :" 

land which m y  bc qnite indwcndent of populat ion growth.  This rj c -. il- 

the susply of a e i c u l t u r a l  labourers m i g h t  .be ma,tched by growing L~L%cT~- .  

Rowever if the growth of agricultural production is not p ropo~ t iona t e ,  

or ~ ~ C C C :  a f o m  hhic!~ is less labour intensive, suc!~ tha t  the b c r a . s  l 

labour supply ia o n l y  partially offset by the incrcascd labour dcnm-G, 

..%!, ?rL $his wou ld  ndvcraely effect e i the r  the waze rztc or the avcrc;,.c 

m.xn:'ays of employri ent available per  la ,bawcr  or both. Unionisation c:' 

a~ icd . i - : .~ ra l  laqt:ow m a y  help t o  prokeck the wL,Te rate but not the pcril-lr' 

o f  mployaent per writer. Thle effect  of tllc zbcvc factora  on t h e  avc~zgc. 

income p ~ r  labourer would be either reinforced or !~e -d t ra l i s~d  b~ c ! i ~ e ~  

, in .z@cultural (ss-pecialiy f oodgcain . ) prices,  depending on t h o  zael; r 

k i d  c o r  po s i t ion 

fsodmain yriccs. 

of wazes and the rclntionship of rnoncy w s c s  t o  
given 

Finally* L an avexn,~e a~ylua.1 seal income per 

labourer, the  lcvcl  of l i v h  or per capita imome f o r  the a & c U l + ~ r ~ i  

J ~ b o * r r  41~ .~~e"Lo lZ  would ~ u y  d i r e c t l y  with t h e  number a f  earners pcr 

faiiily m d  icvcrsely w i t h  family size. 

Ylc  factors determining the hcidencc of rural poverw may .tks >c 

clnssif.ied h t a  t h r e e  broad poups,  F b s t  we llave factors likc the 

df s t r ibn t ion  of land which directly effect  t h ~  income cf cult ivzt ;n,~ 

housoholrls and, second, factors like rural. wage ratca ?ad W&B c!:loy.-.ir:': 

whish effect  &xin&j the income of m a 1  l a b a w  l~ouso l~o lds .  Bth t::cac 



sets of ?actors have b c ~ n  s e t  aside h the pr( sc-r_t Lmalysis, h l y  

Lhe third set GT f ~ c . t u x s  such as ai;riculturaL ~ r i c c c  _osoduction, 

~ h i c h  offect SIX incornus o f  both s e s c n t s  of tile rural poor d i r c c t b ,  

have bren taken u? for alldysis iri this p p c r .  

Ir? a acme t h i ~  is a rcc-tion of s o r e  uf tlie concZusionc 

reached 5.n an ea r l i e r  exercise whcrc +he cff e c t s  of a l l  the vmious 

fnc to r s  idontificd abo-rc on the incidcrlce of rural poverty were exarnined 

in the  contcxt of n m d  Bjhar and Punjab - Haryana (~undlc 1982n and 

1982b). m e s o  two  r c ~ i o r l s  were studied as rcpresentinc polar cases in 

tcms or" ct ,~icdtural  perfonmce.  The infcrcncea dzak on the bc.sis 

of these t;;m polar  ca,saz arc recxrmined here u s h ~  'ata covering a, set 

of f i f teen states. Howevcs this r e - e m b a t i k  .is p ~ t i a l  sincc it is 

conf incd t c  tile 31 f ,c C;;; ;L cGic,ul ?urd production and prices o-, ' 

The eff el ';n of land distr ibut ; ior i  *;nr' t ~ c m d s  Tn a : ~ i  -4ultursl waces, wa@ 

emplopcnt o r  other fac tors  relatcd to the in-me of -wal Labcur 

lzouseholds have not  been taken up hero. 

It must a lso  be mphasiccd t h a t  the conclusions prescntcC here 

arc tentative. We arc only repost* here -he  results of t he  f i rs t  

stace uf a larger p r o p m t n c  of work currsntly h ~ T O ~ T C S S .  AS m y  

rescarchex in th is  a r e a  is w e l l  awarepeach of the threc m a i n  nets of 

data uncd here, 2, e. , the state level -icultural production M a ,  the 

state level E S  consumer ~xpendi tmc data arld thc s t a t c  lml inch2 of 

a,~icultuml and foe-ain priccs present formidable problms for 



sta-tistical analysis 2nd interpretation. We hopo to even tudu  

pre-writ a bc t t c r  s e t  of results baaed on more rigo-XOLZ treztrnent of 

the  data pxoblcns. At t h e  same t b e  we f e e l  that it is important to 

r epo r t  the present s e t  of results, even if thcss arc crude and tentative. 

This is because the issuun involvcd hcrc axe q u i t e  crucial -- botli  

p o l i t i c ~ l l y  and ~cononically - and the  positions adopted on these 

q u e ~ t i o n ~ l  arc usually based on casual h p r c s ~ i a n s ,  some prefidice and 

very little by way o f  real information. 

In+erpseting the Ihta 

The ref orance p c r i o d  is 196"-64 t o  1973-74 wh! ch b e ~ i n s  just before 

the so-called Groen Rcvofution and extends well into that phase. Hence 

the results T ~ ~ L L ' ~ ; C I ;  b ~ l ~ j t ~  l,:lL~-t the forces that havc come into play 

durin;; -L d s  period o f  a@c~-ltn. .J  ,=rowth. k +hi, , contexb we must 

distinguish carefully the quention of pover* incidence from that of 

income distribution, h :articular it must be natcd that 

drawn re,-&kg the effect of certain economic factors on income 

d is t r ibu t ion  do not necessarily apply t o  the incidence of poverty as such. 

Thus, It is gcncxally believed that a ~ ~ ~ i c u l t u r a l  =cwth has been 

eccompani~d by increasiw income inequality in the Green Revolution. 

%en if tme it doea not follow automatically tlmt the incidence of 

poverty t o o  should have increase&. In principle we can hmc increasing 

inequality d o n g  with declining incidence of poverty. Sinilazly it ie 

quite plausable that among cultivating households inequaliiy increase 



with ris'ing apiculhma1 picas since the bigger farmers have larpx 

sq luscs  end a r e  a l s o  able to rcalise b e t t e r  ?riles - sixc:~ tkt their  

gains are proportionately larger -- owparod  t o  the peasanta. Indeed 

there is evidence to c o n f a  t h a t  this is the cage. 3u-t; it does not 

follow that the SI IXLL~ pozsan-k is worse off in a &solute sense. I& 

the contrary it is ca;~ciev.zble tht his income too may have increased. 

Uxfoxtunately even these elementarry dis-tinctians aze oftcn lost sight 

of in the  relevant literature. It has to be emphasised therefore that 

the prcsent paper is concerned exclusively with the effect  of agrj.cultuml 

prices and production on the incidence of m a 1  poverty m d  that done. 

!the question of rural inequality has not boen adfkessud, 

Regaxding -the analysis of data the stmdmd procedae  r,ow mployed 

to test hypotheses r e ~ ~ ~ d i r p .  t h e  imifience of rural porrcrty is t3 regress 

the relevant indqcndent vzriablcc on some measure o? pavesty su* as the 

proportion below a given poverty l h e  o r  Senis hdcx of poverty. 9/ 

TMs was a l s o  the method adopted by this author jn t h c  earlier exercises 

on Bihar and Punjab - Haryzm c i ted  jbove. However there is soxo doubt as 

t o  the statistical m l i d i t y  of eqloyimg this mcthod when we have no 

c l e a  2 p r i o r i  apectat ion as to ",he fom of the functioral relat ionship 

between our m e a m c  of  porerty and the independent 7ariables. lone  of 
thc u-1 h c t i o m l  forms em~loycd in r cpess ion  m a l y s i a  may ref lect  

the %caL fom. It ic not c l c m  therefarc preciseb.  how the estimated 

coefficients are  t o  be interpreted. 

2 See or b s t m c e  AUuwJia (1 976).  G r i f f i n  m b  Chosh (1979). SUth 
(I pelf or the last uncompleted work o f  the late Ik. D h a r m  Narain .  



Analyticaid clur r e d  concern is to test 7dhc tE~t~  Lhe variatlss 

in question are positively or inversely related and the strength 

of the re la t ionship is statistically sigaificmt. For this puq)cse 

the simple corro;ation cocfficicnt,  along with zr t e s t  cy a t a 3  *t.caI. 

a i ~ i f i c m c e ,  seems to be q d t e  cdequate, Accordingly we have tnstez 

for the relationships in question using this measrre m d  used the 

Z - transfamation of the correlation coeff icim-t, Z = & loge(l+c)/(l -x), 

to test for statistical significmce where s is the correlation 

coeff ioient and the expression (2-0) approximately f o l l o w s  the 

standard normal distribution, n being the number of observatiors, 

The index of povexty rmcd in tho analysis is the proport ion of 

population falling below the estimated poverLy line corresponding to a 

daily intake of 2435 calorics ~-.:r sapita f o r  eac2 sta te  in each year, 

A detai led notc an t:lt; cans trt~c.!;ibn r;f puvc-rky lines is given jn the 

appendix. It is sufficient to point out  hero that a poverty l ine is 

important t o  our malysis only innofzr ao it gives us a , b e . r ~ c k k  at 

which t o  observe whether the population is shif tk-3  upwards ?r downwards 

on the conswnption scale. As such t h e  choice of one o r  mother  poverty 

l i n e  is not r e d l y  crucial t a  o u r  malya i s ,  unless of c j u r s c ?  the direction 

of change itself turns out t o  be sensitive t o  the choice of a poverty 

line. Sensitivity t e s t s  applied in the earlier exerc ises  0.1 B i h m  a d  

Punjzb - Ebmyana using mult ip le  poverty l ines  shor$cd thak  while the 

~ c t W  m l u e s  of the response elasticities d i d  vary, the sign of the 

relationship between paver* incidence and the hdependent variables 



remajlled w l c h ~ e d ,  and Lie sLkzt istical s ip i f  i c a ~ e c  of e s t i r ~ a t e d  

coefficients were s h i l z x g  zcross liili 'crent poverty ~ i n c s  .  test^ 

have nct been rejeatcd in this exercise. 

The h d c a  used f o r  pri~o is t h e  state specif ic  f o o d z x ~ , h s  pr ice  

index in t h o  ACPI series. A composite wei~htcd pr~?~uce rc  p r i c e  index 

of agricultural c o m o d i t i c s  would. hare been more appropriate but s ~ c h  

,m index is not ~ v 3 i l a b l c .  The food  p i c e  index, which is nainly a 

cmposi te  indcf cf  f o o Q r a i n  prices, i s  therefore  the  most  appropriate 

index ;svnilablc sicce foodpains do account f o r  the bulk of agciculturd 

production in most states. For the s m a  reason fooC&rain proddct ion has 

been used as a proxy f o r  agricultW<d producticn in t h ~  absence of a 

cornposit e o f f i c i a l  mensue of agricultural product ion o r  agricultural 

incomes at t f i e  stc2-I;~ l ~ v e l .  We hzvc t&on f o o d p e i n  poduct ion per  hezd 

of &al pcpula t ion  to capture the ef fec t  of m z l  population growth on 

m n l  pi>r cnpita re22 income & ~ ~ w t b .  

m e  Wfec* of A&cul-turnl Froduction -- 

O m  aarlier raasoning on the factors underlying the incidence 

of rural poverSy suggcxte thnt unless there   me d u f f i c i a t l y  strong 

offsetting forces  nt  ~rork an i n c r e a s e  k apicug-curzl ~roduction would 

tend t o  increase real incomes of bo th  poor culyivating houschalds aa 

well as rwal l ~ b o u r  households. We m y  theretore expect overzll 

decline in t h e  incidence of m a 1  p a v e r b  with rise in ngricultural 

prodcction per  capita. 



Table 1 *v?s thc cccffj.ci~nt c r f  corri!'l~~ttiun betwen these t w o  ~ar iab les  

for each or f!.ftce~!  stat^^. 

Cocfficicnt of Scrrclation between Incidzncc of 

Rural 20~er -w and Pox Capita Foodmain Prodxction 

- 

P ~ s i t i v c  Corrclztiori ~ega$ive Correlation 

Gu j x a t  0,263 Uttar Pmdesh 

AndhraPrzdesh 0.226 Tamil Na,du 

Assam 0.21 5 Bmx 

Ra jastim 0,746 Punjab & lhryarm 

Maharanhtra O e L 3 3  West Bcngal 

h1at*  

J m u  & Y ~ s h b  

OrZssm 

Ns.ws Fradeeh 

Ker21a 

Note: n c  ,?,stcriks indicate statis-liczl sigrlificmcc at 1s (-) 
5% (*w) a n d  1% (*) levels r.spoctiv~?ly. 

In s j x  out cf t h e  f i f t een  stctes there is z statistically sigrAfLc~-~t 

ncmtivc corxclation bctwccn povcrty hcidcnco and agricultural p2oduction 

(per aapi!;~ foo6~:air. produ:ction being the p r o q  v~siablo). 4 Uttar 

Pmdcnh, Tynilracta, Blkv 2nd Pu.vljab - &zya.m the -orrelation is qufto 
high (simif icznt nr 1:: or % levels)  while in West Bm@ and kmatjka. 

5ho co~rclztlcn ia rtodwate (sigciflicmt nt 1096 level),  & =other four 



statcs, i a G* J-,U e: kshir ,  Qrissa, Madzyr ?rade=h S Ilernln ::i@ 

cf * t he  c c r r c l ~ t i ~ n  c o c f f i c i ~ m t  is rcgztivc but it is r:ot s t a t i s t i c a l l y  

si&ficant. As w i n s t  t h i s  WE! hztvc f i v c t  s.tntes whcrc thc. si,@ of the  

corrc lc , t ion  c o l , f f i c i m ~ t  is gcsitiv~, i .e . ,  Gqjsrzt, Andllsrt I?radcsh, 

Assm, h J a s t h n ,  Marashtra. H~wever tl-c coef f i c i c n t  is not s-tr.tisti& 

significant in a s ing le  oxrc of these c,- .s~s.  

This statistical picture is consistent w i t h  the hyyothesis t h t  

increasing ab~icultural  tan& t o  reduce t h e  incidence of 

-d povcrtj-. kt rate t h o r e  2s 110 cvide~cc that it hc?eases 

thc incidcricc of rural poverty. At t h e  s m a  time our  rnaintnircd 

hypothesis is cnly tentative since t he  data does not allow uo to t e s t  

,my cetcrls pmibus pxa$ositione l~hich require contrclling f o r  t h e  othther 

factors st work. Marcover it must be noted that in as m x q y  as nirlc out 

of the f i f tccn states there in s o  strttistieslly s ignif iczt  correlat ion 

betwccn tnl: t-wc :r:-.ri~bll-..;;. T n i s  m~&cr;.i;s tha t  tne production perf ormmce 

of  agr2culture is not a dacisivo factor underlying the  incidence of 

mml p o v c r b  t h o r n  hprovcd parfommce does help t o  ameliorate poverty, 

m s  view is c a n s i s t ~ n t  w i t h  our earlier more dc ta i l cd  malysis of the 

B i h a  and Punjzb - kryana. ragion ( ~ b d l c  19823 and 1982b). It is also 

consistent with the rcsul t s  derived by Ahluwalia (1 978) us- diff crent 

methods ant1 a sorr.c~dbUt d i f f e r en t  s c t  of h t a .  By thc s m c  f o k m  it 

diffcrs" from the vi2'rfs of Griffin and Crhosk (1979) a d  Saith (1 981 ). 

It :?as s o m ~ t J , ~ a  bccn ~ ~ g s s t c d  tbzf ccxxel&kion or regression 

exorcises which basically c.rzp"cure the z8~0ciatim bctueen year ta ycax 



* va;rf at ions b pwc* k , ~ Z & ~ c c  a d  c g r i c v l t ~ ~ a l  l;r~ducJ;ion =xe not 

appmpriate to capke thc ctdwrsc effects of Grem Beyolution 'typo 

agricultural ~ o w % n  on the mLd pcor skcc by t h o k  very mture those 

effects only w3rk themseiv~s out over the long m. If true t h i n  

should show up sa s Natinct trend incrcnso in rurcl poverty atleast 

i~ c lnrge number of ~ t a t m s  since these odvcrse d fcc t s  of growth would 

be rc-Morced by other h o r n  ndvorsf long term pxocesscs such as tho 

eteady decline in l a d ;  man n t i o s .  

Table 2 -- 
Cocf f i c i c n t  of Co-n:~l.a.tion between --.. - 

of k c t l  Pwcris zrtd 9ixe - 
. . - - .- . . - - - -- -. 

P~sitive Correlation Kcgat ive Comclat ion --- -.--.I ---CIII 

Ar;sm 0,795*w- jab & 1I:zyana -- 0 . 7 ~  

Rajnsthaa 0.432 Aka &&u - 0.725* 
Orissa 0.328 k~:~ta .h  - 0.422 

West Ben-1 - 0.316 

$ndhra hadcd l  - 0.312 

Note; The a s t e r i k ~  indicate statistical si.&ficmce at 1% (M*) and 
I C% (+) ~ e v e I s  respectively. 



T ? , ~ z ~  7 c;.lc. ,,:: '1. -. s<x;v?r X: ,- . -1 ,?- ..- L,-.rLbs of col.relz!:ion betwem 

incidence of ru~al poverty and t h c  t h e  xraria,le, Ba;rr* the cxceptfondl 

cases o f  Assam w i t h  hich positive correlation, Pmjab - Wana k5 tli 

high ne- tive c oxrelstion and T%.~!ilfidu wi-Lh modars-ke newt ive correlatio 

we see no stYztis.tically signif icznt correlation h e t w c c ~  ~ . ~ a 1  poverty 

incidence m d  timc. Iicgression mthusiasts can ertsily vzr i fy  f o r  

'thm.sclves u s i r !  t i c  s~mc dzta set  - k k . . t  c x c c ~ t  in kheze -thec cases the 

time coefficiznt is statistically bsimificL-t. 

Et other wcrds cxccpt in. thc thrco cases citcd thore has -~ei%her  

bccn a t r m d  incrcaue ox trend decrease in poverty inciderlcc. muso  

statistics could 5-2 in-l;erprct;ed -to mem t ha t  w~icultur,zl growth is 

s h p l y  imelcvru?t t o  the irrcidcnca 9f poverty. Altc~nativcly it c o d d  * 
a l s o  be i r ~ t  c q l - o t e d  t o  mean that agricultvral 1.rowbh has helped cff set  

the  adverse offects of some lony tcrn 3roc.esaos which axe hcwn t o  be a t  

work. Thtz V ~ C W  m i d  b e  consistc- f w i t h  Q-m h t c . q ~ ~ t r z t i o n  of table 1, 

It w c n l r l  Sc "Lher reiterated if the JSS survey for 1977-7~3~ which is 

yct t o  bc released t o  t he  public, weru to show that -tr~erc hcs been a 

sharp dcclino in poverty in 1977-78 compared t o  the e a z l y  sevcntics in 

a number of ntatcs,  

The Effect o f  Apicultural P~iccs 

The caefficimt of correlation between the incidence of rural poverty 

and a@cuitural prices (the prow -variable umd being foocl~crh-: Friccs) f a  

?resented. here in table 3 .  We f ind  :: posit ivc c~rrelation betwen povorty 

incidence a d  apicultuzal price 31 ei&t oxrk of t l ~ c  f i f tecn  ctr-tcs. 

Howc~er b ? ! i n g  thc case of Ansam, whcrc the corrclati~n iz v c q  !ii;;h, -the 



we h v e  scven c l t l . : ~ r  s ta tcs  2ihcre 5;le s i p  cf "nc zcrreEatior, cgcfficicn!; 

is negative. Ilowc~v~>a exccnt in tiic CC~E..: of , n i m j z 3 = - i b y ~ ,  where it is 

modera;t;cly high (siglif f c - ~ ~  t at 1 G: l : ? ~ c l )  thc cocr'f icients a e  

statistically irlsignir'icmt in a11 othm caees. 

Table 3 

Gocfficicnt of ComeLatScr, tt.tt!cc.n 

h i d c n c e  of Rural Pcv-erty 
Foa-aix Prices 

Positive Correlation Eemtive Carrelation 

ksam 
Rajastha? 

Uttar Radcsh 

S m u  & Xashmir 

l3* 

Orissa 

liest B m p l  

Wadah 

Note: The astriks int5cztc s';r,tirtic?l sifilific=oe rit I$$ (m-) and 
(*) rcspecli-~cly. Fnc! cccffizirn.l; C'cr 2rtmilmdu is 

irlsimificmt thcvLL% kt is leg?..ir thm PLF~~D & ~ C C ~ S C  
there are urn-  scvcn c3sc%vc?.f;i~ne f o r  Talilnzdu. 

Jiz other words in th- te rn  out o f  fift~cn s-tatx, whidl bctwcm t h k  

account for the bulk of InBia's population and the nwal poor, r,ric~.;i+~:~z:rd 

prices see= to k v c  no s i g n i f i c a t  cffcct nn thc inciOcvci oS ru&t  po-wr*. 

h c e  again t h i s  in consistent with our cml izrmore  3ctailc.d m a w i s  of 

Bihar znd Punjab-b~m.a  which ellowcd that the c b ~ ~ . r v c d  pricoycvcrty 

rclationshig was quite weak. The important question is h o w  do we irit~>qr~L 



these rcsults ? 

Far o i : ~  thing scc that mere is 20 zvidencc at thc   tat^! f G'Vel, 

b a r r i n g  A s s x r ~ ,  t o  S U F ~ Q ~ ~  the v i w  that cn incrcasc in a ~ i c u l t u r d  

prices has a general adverse influence on -the ixoidencc of rural poverty. 

A t  thc sane t i m e  it is d i f f i c u l t  t o  bclicve t h a t  a q i c u l t w z l  prices 

Icavc the  rural poor unaffcctcd. In ternis of the .a p r i o r i  reasoning 

prcscnted czrlicr it would appear  t h a t  a rise or fnli in apicultura.1 

priccs has opposite effects  on t hc  t r m  major 8Gxa.ta of the m a 1  poor 

which tend t o  cjffset cach other thus Iczving a m h h l  nc$ effcc$ On the 

overall jllcidcncc of rural poverty. In t he  case of arnicultural labourers 

the kind corn-ponent of wages only p u t i a l l y  protects  them f ~ o m  rising 

food,-in gricos. To t hc  cxtent that they buy grain f rom the  market 

risi= priccs  crode -GIl.,-ir incomes and incrccst the incf dence of povem 

in this strata. On t i i c  oihi?r 2 ~ d  a of the poor is 

rnada up o i  c d t i v n t b g  h z u s ~ h o l d c  ?i :LL~- b c  c c l l h g  grain m d  also 

buying it at different p o i n t s  of the apicultnral cycle ox they n?Y 

sell o the r  crops and buy grain. 'Jlhc cff  c c t  o f  rising agricultural pricea  

on thc l r  rcal kcomc depends thcrcf o re  on whe-thcr they a r c  nct buyers o r  

net  sellers. The fact t h a t  the advorsc e f f zc t  of rising priced on 

wage-depcndcr,t households does not show up as asl jncrcane in the incidence 

of mzml poverty suggosts that in @ n e r d  tilose poor cultivating 

h~useholds are net sc l lcrs  who m j o y  rcal income g a h c  which tcnd t o  

off s e t  the  r o d  income l o s s  suff  ercd by labour 1zousehoLdo when agricultural 

prices  r i se ,  



The ;'.sin, conci~siona cn~erging u.r?t c.r .: L? analysis of t h e  effect of 

agriculhzral prr3uctinn and prices on tlie i.iicibznce of' ruml poverty i?i 

the  states m y  now-be briefly samar ised  a:: fo l lows:  

i) Neither agricultural production nor wicultural prices seen to l~ava 

a strong or iiecisive eff cc t  on the i ~ c i d e n c e  of mrd. paver-t2.. Other 

factors  which have n o t  been taken up here, but were e m b e d  in some 

deta i l  h a1 c,wlier a t ~ ~ d y  of the B i l i a r  & Furljab-Ibjana regions, mch 

as land distr5butZon, rates m d  mployment would a?pear to be rcre 

h p o r t m t  . 

ii 1 bicultural production is r o t  s ip i i i cmkLy positively corrclatcCL 

with rural poverty in a s i l q l a  s t a t e  whereas t h ~ s c  variablee have 

signif icmt n e ~ ~ t i v  c c s r ~ c L ~ t i o n  in six out of E i f  k e n  statqs. 

iii) A atatistically zir&.fi.c:-xt - t r e r iP  incrt35t~e i~ mzl povexw is 

noted o n l y  ih A s a m  as a m i a ~ t  a siwificrm-t trend dccreese in r ~ a . 1  

jpverty in Rmjab-ELzrymn mr! also pnnsi3ly Tanilnadu. 1-k c o d d  56 

argued tlmt t he  absence of a -1;rend increase kl poverty .dl ether ~ta-caz ,  

inspi te  of certain b o w n  nciverse processes at work such as a JecliniK:: 

land: n m  , r a t i o ,  is attributable t o  the posi t ive  effects of a & r i m l % - s ~ l  

p o ~ ~ h *  

iv) There io RO wi&mcc, once amjn excent fv- the case of A s s a n ,  oF 

my siwicm-L posi-tive correlation betwem rising a g r i c u l t m l  prizes 

mit increzsd kc idence  of m a 1  poverty, 



v) Since wage dependen* rwd labour housch.oido a r e  clearly adversely 

effected by a rise LT Socfigain priccs, (iv) swzes tc  tkt thc real 

j f lcot~e loss of tl:is str~ta tends t o  be o f f  net  by re,d bcamc kc  ins of 

the other rna  jor c e T m t  of the rn~m.1 poor, 1, e . , cultivet in2 hctzscholds, 

who xre theref o r e  :;encr:~lly li:ctll . j  to l;e n?+t seller-, rather t l ~ a r ~  net 

buyers of agricultural cormodit ios . 

Suaipto m d l c  

Centre f o r  Dmrelopxnt Studies, 

Triv~ndrun, Naxch 7, 1985 
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The pmblens associated with the measurement c1 poverty Lines and 

p o v ~ r t y  incidence are de-dt  w i t h  b r i e f ly  as they have baen discussed 

extcna5vely in the relevant literzture. 31 the original o f f i c i d  

attempt to esf,inate a pcve~ty line thc Plzmxhg Comission spec i f i ed  

Rs. 20.00 p e r  capita pcr nonth n.t ; : 59-67 priccs as the rnbziam urnom of 

required ex-pezditure f o r  dl L~dia ,  .bcl'~zdjIig ~ m a l  and urban areas 

( ~ l m n i n ~  C o m L s s i ~ n  1 962) .  Allowing ;'ox. nu-al-urban p r i c e  d i f  f crcn-uiS .; 

corresponiiing t c  this nom., Ba;rctl,lw! (l97f.L) ,~.do?ted the all bdia  r u r d  

norm of Rs. 15 p e r  hesd pcr mpf ta nL 1360~61  priccs. me same l irio w, ;a~  

a180 adopted by & n d e k n  arAd Rnth (1 3'11 ) afl a~>e.bing a. mi- calosic  

intake requirement of 2250 c t ~ l o r i ~  s p c r  hrzil ycr dzy. More recently S:c 

same nom h s  been cdoptei. by h L ~ ~ . w a l i ~ ,  (( i  ?7c7 :ma N w a s  (1977) who 

made adjustments f o r  k ~ t e r - n t a t c  p i c 2  diffcr~ntials Li o r b r  to  a p p b  

the norm t o  Bill= state, 

However, the diff icul-ty with ,an ill k d i a  norm is no+ only  Klat i '. 

fails .to take account of inter-state p ~ i c e  variations but &so that i t  

i a o r e ~  variations acrcrss stz-tos 5.n food hcabitc and ccnswpticn prcfcrc?.  :;l. 

Accordbgly in some c x e r o i s c ~  pertaining t o  individual states such s,i 

Kerala ( ~ a n i h r  1972), Punjab (&j,ma&n 1 9 7 7 ) ~  o'cc. -the procodwe 

adopted was to f ind  e state-specific l e z s t  c o s t  d i e t  m b j e c t  tc 3, sct  cf 



m i n i m u m  nutrition constraints and taste -,refclcncc constraints 3 E  3, 

stmd2rd l i n e a r  p ~ _ - o p m x i n g  s o l u - t i ~ n .  The d i f f i c u l t y  with thj. s zpproach 

is ilm-t a great; deal of ,vbi . t rar iners  and personal judgz~ilcr,t g e t s  bu i l t  

into the model in t l i c  specification of the  taste-prcfercncc constraints 

such that it is nct very clcar what the ~ t l l u t i o n  ~ c t u l l y  represents. 

Tho prcf erred procerlure, therefore, is t o  cxzmine consumes eqcnditme 

pat terns stzte-wise t o  identify s cparatcly T o r  each s t a t e  which consumcr 

expenditure l ~ v c l  satisfies a givcn ~lutrit icjnal int,zke nomi. W a  i s  

possible using the NSS 26th round consumer expenditure survey for 1971-72 

which gives stztc-wise data on the h i l y  calorie znd protein in t rke  per 

consumer 111ii-t in esch por  czpitcz \-xpenditurc r l e s s  ccparately f o r  ma3 

2nd urban areas. Tn the pscsent crerciso w e  bTvc followed this procedure, 

adopting as t ? i~  in-t:LLc: i i L r d ~  24 75 ea lor izs  p a r  Y,,d per day, This is t h e  

norm recc, t l y  r ecomcnd~d  by the ~ t r i t i o n  mcrts kroup s e t  up by the  

Pluming Commission (~lm~ir ,~ Comiss ion  1973) The exact n i n h  

expenditure l eve l  was computed by l inear  k t c q o l a t i o n  between t he  cvcrw 

per capita expenditure of thc t w o  classes w i t h  average pcr  czpita c d o r i e  

in takes  just above below -the spcoif i ed  ncm. 

These povcrty lines at 1971-72 prices were then extrapolated tq all 

y c m s  ccvering the pc r iod  7963-64 t o  1373-74 ukng the  n t a t c  spec i f ic  

A ~ i c d t u r a l  Lxbourers konsumer Price In6a.x (A'cPI)*. !DIG tjmc series  of 

poverty l i n e s  constructed f o r  each state a e  kiver~ here in t a b l e  A l .  The 

use of the ACPI as a genupal d e f l a t o r  for co~:swner expenditure can l e z d  t c  

serious crxuss  since the p5ices of different  i item^, :~ccountring -- A - - - - - -- - . + - - -. - . . - . A A - - . . . - - - - - . A - - - - - 

* This wnc availc',blc cnly  fro^ 2 964-65 ohwmds f o r  Uttar hadesh and 
J m u  & eshmir md 1367-66 mwards f o r  'Samilnari.~.. 



E e  Zsiipakted Poverty lines f o r  T~$.viilir.1,1. Sta tes :  7962-64 -Lo 1972--d - -- - .- 
- -. 

---..- (>il'?ees) 
~ r n ~  1,96';-64 7964-55 1965-46 1966-67 1967-60 196e-Gq -1969-70 19/0-71 1971-72 1972-73 1973-74 
- .  - I - . I - U " - - ' - C - - + - . . -  ------ ---- ----I---- - --. 
Stzite --------------- ------- - - -- -+.< .--<- - 

~ u n  j : IJ (including ~~1;~";ctn~) 

~ a J z s t 1 ~ ~ 1  17 22 23 28 79 50 32 29 29 38 47 
T z ~ i l ;  1aI-u -- .- -- -- i$ 42 45 41 1 41 45 57 

IJ-t;t;~z Prldesh - 26 25 71 37 28 31 29 30 37 47 

West i3en@ 33 32 40 46 56 47 46 48 49 51 64 

II__-~1-_Y----3-I_-I-_LP- ---_-- - _.__---I---- -------- 
SDI. 2es: (i) The lktional. Sm~l . ls ,Survey ,  26th rc:-r_rld, Jul,. 1971 - June 1972 

(ii) Agricultural hbourers  Consumer Pr ice  Index f r o c  vasious issues of llgriaultural Prices in India .  



f ~r dif f erer1-k propor1;ions of -6 le consumutrion a a k e t  at different 

levels  of consumer exycn?itwe, h;ve chznged a% dlifferent rakes .  

IIowwer it w i l l  be evident t33.f; the F T G ~ I F ! ~ ~  2rinrs 312,5fly i r l  the c3ntext 

of measuring chances in ipcq ~ m l i e y  of c o ~ s q t i r . : n  ex7eni i i . t -ue w c r  time, 

The ACPT i.s probably no-t 2 bad def la tor  f o r  conpxting thr; cxrrent noney 

value in different yeass of s fixed basket of 'poverty l i n e  ' conscmp.tian. 

The time series of poverty l i n e  consumption eqenditurc c o n s t r c t e d  

for each atats was then applir?d to t he  WSS state-wise m a 1  tables of 

household di s t ~ i b u t i o n  by consumer expeliditure clase os in order  t o  

estimate t h e  percentage of rural popuLetion belo-,T tlie poverty l ine  f o r  

all years  in the period 1943-64 to 7973-74. m e  precise perc~ l l t r f&es  were  

computed by linear in": : qo la t i cn  wi.thLr the e;:,enaj.tuse class enclosing 

t he  p o v ~ x t y  l ine  on the assumption of  even distribution of tllc population 

w i t h i r ?  t h t  exuenr'tit~?:?rc ~71,:::. p~ , ; L +>;.rl;i.ans sr~  omputed paere taken as 

measures o f  -the hcidenee of ~zal poverky cvel t i n e  f o r  correlethg 

v,miations in poverty incidence with vtwiat;ions in p e r  capita f o o d ~ a i a  

produc5ion md foodmarin prices in each state. 

One d i f f i c u l t j  wi th  th is  'head count' Keasme o f  pover ty  incidence 

is that it c m t s  the  proportion o f  population below a poverty l i n e  

without taking any eccoun-t; of the distributicn of t h a t  population bclow 

poverty l i ne  $%enditwe. Sen's Indox (sen 1973) does take azeomt of 

this aspect m a  has bee11 usad by B h t t y  (1 974), Ahluwalia (I 978) and 

others 2t-o Tn&. However it is m extrmcly conplcx index, ncjt ezsily 

amenable t o  htuit ive interpretation, especially trhcn applicd to souped  



data, A ~ e c s  -.I a . rn t  b,:.t; 2 L"-i~~~. l ,  :~: ,uc ,ppziL&g approach is t o  

employ the  ccnve:?tional head ccunt n l~ t l lod  but tlse m u l t i p l e  poverty l ines  

to SEE whethc~ t'le me? time pattern is sensitive t o  the choice o f  a 

particular povcr-ky l i n e .  

The use of mxlti-ple poverty l i n e s  also t akes  ca re  of a second 

problen, nmely, t h c  s-pecificatisn of an ayproprfate minimum ca lor ie  

intake nom. The w r e n *  debate on tliis question among statisticians 

and nutrition experts in Ihaa  suggc~+ts tht  the problem is almost 

intractable because there appear to be variations in calor ie  rcqui.rerneni;s 

not o n l y  between different  persons but a l s o  f o r  the  same person on 

different days, and this is q ~ t e  ap&t from the effect of variations in 

the nature of work o r  the environment. The problem can be cbcumvmted  

by adopting mu2%iple poverty l ines ,  corresponding t o  different calorie 

intake norms, and checkkg tc see whether the p a t t e r n s  of poverty incidence 

are sensitive t o  the choice of a --rticu2m line.  

Jn the >resent exercise such sensitivity C ? # t s  have not been applied. 

However in an  earlier exercise dealing w i t h  B f i u  a d  Punjab (including 

Ikyana), in sowe sense pol= cases with r e g a r d  to a p i c u l t w d  perfornance, 

the sens i t iv i ty  t e s t s  x s h g  mul t ip le  poverty l i c e s  w e r e  applied ( ~ u n d l e  

1982a and 1982b). It -t;urned o u t  that the numerical value of tllc response 

e las t i c i t i es  of poverty incidence w i k h  r e s p ~ c t  t o  agricultural production 

and prices were diff erexlt 2t dif f orent  paver@ lkics. However the broad 

qualitative relationship between t h c s e  vaxiablcs, or the l a ck  of it, 

was jsvaiwt with respect t o  the choice of a p a t i c u l a z  poverty line. 
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