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Preface 

  

Growth is not the sole objective of economic policy. It is necessary to ensure 

that the benefits of growth accrue to all sections of the society. Eradication of 

poverty is thus an important objective. Human beings need a certain minimum 

consumption of food and non-food items to survive. However the perception 

regarding what constitutes poverty varies over time and across countries. 

Nevertheless there is need for a measure of poverty. Only then, it will be possible 

to evaluate how the economy is performing in terms of providing a certain 

minimum standard of living to all its citizens. Measurement of Poverty has, 

therefore, important policy implications. 

 

In India we have had a long history of studies on measurement of poverty.  

There are in fact many approaches to it. Some analysts focus on deprivations. 

There are however many problems associated with this approach including 

difficulties in aggregating deprivations on several scores derived from different 

data sources. Perhaps the best approach is look at it in terms of a certain 

minimum consumption expenditure per person or preferably per household. Any 

household failing to meet this level of consumption expenditure can be treated 

as a poor household. This minimum level of consumption expenditure can be 

derived, in turn, in terms of minimum expenditure on food and non-food items. 

Minimum food consumption is related to fulfilling certain nutritional standards. 

However the minimum non-food consumption is more problematical. The Report 

explains how we went about it. 

 

Based on the analysis presented in the Report, monthly per capita consumption 

expenditure of Rs. 972 in rural areas and Rs. 1407 in urban areas is treated as the 

poverty line at the all India level. This implies a monthly consumption expenditure 

of Rs. 4860 in rural areas or Rs. 7035 in urban areas for a family of five at 2011-12 

prices.  This has to be seen in the context of public expenditure that is being 

incurred in areas like education, health and food security. The actual ‘well- 

being’ of the household will be higher than what is indicated by the poverty line. 

Based on the methodology outlined in the Report, the poverty ratio at all India 

level for 2011-12 comes to 29.5%. Working backwards this methodology gives the 

estimate for 2009-2010 at 38.2%.  This is in contrast to 21.9% as estimated by 

Tendulkar methodology for 2011-12 and 29.8% for 2009-10. 



 

Poverty lines are by nature subjective and judgmental. There is a hilarious 

description of how the poverty line evolved in the U.S. in the latest book by 

Deaton entitled ‘The Great Escape’. Nevertheless an attempt has been made in 

this Report to approach the subject as systematically as possible. 
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Executive Summary 

 

The apparent urgency with which the Expert Group (Rangarajan) has been formed 

reflects a need to examine the estimation of poverty in India keeping in mind the 

changed perceptions regarding the minimally acceptable standards of living in the 

country. Poverty lines estimated using the methodology provided by the Expert Group 

(Tendulkar) did not reflect the changing times and aspirations of the people of India. 

There was a need to re-examine the poverty line and its composition. 

 

E.2 The methodology to measure poverty, as devised by Y K Alagh, in 1979 has been 

improvised by the Expert Group (Lakdawala) in 1993 and then by the Expert Group 

(Tendulkar) in 2009. The improvisations have led to a firmer reliance on the NSSO’s 

sample surveys on consumption expenditure by households, a much better method to 

adjust for inter-state and inter-region differences in price changes over time, and the 

use of the better recall period introduced in the NSSO’s surveys. 

 

E.3 Issues in the measurement of poverty however, remain and this committee has 

taken a stand on these as follows: 

 

i. The Expert Group (Tendulkar) had used the all-India urban poverty line basket as 

the reference to derive state-level rural and urban poverty. This was a departure 

from the earlier practice of using two separate poverty line baskets for rural and 

urban areas. The Expert Group (Rangarajan) reverts to the practice of having 

separate all-India rural and urban poverty basket lines and deriving state-level 

rural and urban estimates from these. 

 

ii. The Expert Group (Tendulkar) had decided not to anchor the poverty line to the 

then available official calorie norms used in all poverty estimations since 1979 as 

it found a poor correlation between food consumed and nutrition outcomes. 

However , on a review of  subsequent research,  the Expert Group (Rangarajan) 

took a considered view that  deriving the food component of the Poverty Line 
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Basket  by reference to the  simultaneous satisfaction of all three nutrient -norms 

would be appropriate when seen in conjunction with the emphasis on a full 

range of policies and programmes for child-nutrition support and on  public 

provisioning of a range of public goods and services aimed at the amelioration 

of  the disease-environment facing the population.  

 

iii. Estimates of consumption expenditure seen in the National Accounts Statistics 

and as inferred from the sample surveys of the National Sample Survey 

Organisation show a large and growing variance. The Expert Group 

(Rangarajan) prefers NSSO’s estimates and decides not to use the NAS 

estimates. This is in line with the approach taken by Expert Group (Lakdawala) 

and Expert Group (Tendulkar). 

 

iv. The capture of spatial and temporal variation in prices in estimating the State-

level and rural-urban poverty levels (given all-India rural and urban estimates) 

has undergone substantial refinement since 1979. The Expert Group (Rangarajan) 

agrees with the methodology adopted by the Expert Group (Tendulkar) in this 

regard. This overcomes the limitations of using fixed base-year weights by using a 

combination of unit values derived from successive NSSO’s Consumer 

Expenditure Surveys and price-relatives derived from the Consumer Price Indices. 

 

v. Public expenditure on social services has increased substantially in recent years. 

These expenses are not captured, by design, in the NSSO’s Consumer 

Expenditure Surveys and the poverty line derived from these is thus lower than 

the services actually consumed. 

 

vi. The Expert Group (Rangarajan) is of the considered view that the deployment of 

criteria other than consumption expenditure in the measurement of poverty 

raises several issues regarding measurement and aggregation and that these 

render such exercises impractical. However, the Expert Group (Rangarajan) has 

considered an alternate view in estimating the poverty line by reference to the 

ability of households to save. 
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E.4 The Methodology developed and adopted by the Expert Group (Rangarajan) 

and the results based on these are outlined below: 

 

i. The poverty line should be based on certain normative levels of adequate 

nourishment, clothing, house rent, conveyance and education, and a 

behaviorally determined level of other non-food expenses. 

 

ii. The Expert Group (Rangarajan) computed the average requirements of calories, 

proteins and fats based on ICMR norms differentiated by age, gender and 

activity for all-India rural and urban regions to derive the normative levels of 

nourishment. Accordingly, the energy requirement works out to 2,155 kcal per 

person per day in rural areas and 2,090 kcal per person per day in urban areas.  

For reasons elaborated in the text , the Expert  Group ( Rangarajan)  views the 

Calorie norm not as a single number but as an average in a band of     +/- 10 per 

cent of these values and  with intakes even at  the lower end still being  

adequate enough to not adversely affect health and work. 

 

iii. The protein and fat requirements have been estimated on the same lines as for 

energy. These requirements are 48 gms and 28 gms per capita per day, 

respectively, in rural areas; and 50 gms and 26 gms per capita per day in urban 

areas. 

 

iv. A food basket that simultaneously meets all the normative requirements of the 

three nutrients defines the food component of the poverty line basket proposed 

by the Expert Group (Rangarajan). These nutrient norms are met for persons 

located in the sixth fractile (25-30%) in rural areas and for those in the fourth 

fractile (15-20%) in urban areas in 2011-12. The average monthly per capita 

consumption expenditure on food in these fractile classes is Rs.554 in rural areas 

and Rs.656 in urban areas (NSS 68th Round). 

 

v. The median fractile (45-50%) values of clothing expenses, rent, conveyance and 

education expenses are treated as the normative requirements of the basic non-
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food expenses of clothing, housing, mobility and education of a poverty line 

basket. This works out to Rs.141 per capita per month in rural areas and Rs.407 in 

urban areas. The observed expenses of all other non-food expenses of the 

fractile classes that meet the nutrition requirements are considered as part of the 

poverty line basket. This works out to Rs.277 per capita per month in rural areas 

and Rs.344 in urban areas. 

 

vi. The new poverty line thus work out to monthly per capita consumption 

expenditure of Rs.972 in rural areas and Rs.1,407 in urban areas in 2011-12. For a 

family of five, this translates into a monthly consumption expenditure of Rs.4,860 

in rural areas and Rs.7,035 in urban areas. 

  

vii. Estimations of the poverty line made for the Expert Group (Rangarajan) based 

on an independent large survey of households by CMIE and using a different 

methodology wherein a household is considered poor if it is unable to save, 

yields results that are remarkably close to those derived using the NSSO data. This 

provides additional evidence in support of the poverty line derived by the Expert 

Group (Rangarajan). 

 

viii. Compared to the poverty lines based on the methodology of the Expert Group 

(Tendulkar), the poverty lines estimated by the Expert Group (Rangarajan) are 

19% and 41% higher in rural and urban areas, respectively. The Expert Group 

(Rangarajan) uses the Modified Mixed Recall Period consumption expenditure 

data of the NSSO as these are considered to be more precise compared to the 

MRP, which was used by the Expert Group (Tendulkar) and the URP, which was 

used by earlier estimations. 67% of the increase in the rural poverty line and 28% 

of the increase in the urban poverty line is because of the shift from MRP to 

MMRP. 

 

ix. The national rural and urban poverty lines computed as above were used to 

derive the state-wise poverty lines by using the implicit price derived from the 

quantity and value of consumption observed in the NSSO’s 68th Round of 
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Consumer Expenditure Survey (2011-12) to estimate state relative to all-India 

Fisher price indices. Using these and the state-specific distribution of persons by 

expenditure groups (NSS), state-specific ratios of rural and urban poverty were 

estimated. State-level poverty ratio was estimated as weighted average of the 

rural and urban poverty ratios and the national poverty ratio was computed 

again as the population-weighted average of state-wise poverty ratios. 

 

x. The Expert Group (Rangarajan) therefore estimates that the 30.9% of the rural 

population and 26.4% of the urban population was below the poverty line in 

2011-12. The all-India ratio was 29.5%. In rural India, 260.5 million individuals were 

below poverty and in urban India 102.5 million were under poverty. Totally, 363 

million were below poverty in 2011-12. 

 

xi. The poverty ratio has declined from 39.6% in 2009-10 to 30.9% in 2011-12 in rural 

India and from 35.1% to 26.4% in urban India. The decline was thus a uniform 8.7 

percentage points over the two years. The all-India poverty ratio fell from 38.2% 

to 29.5%. Totally, 91.6 million individuals were lifted out of poverty during this 

period. 

 

xii. The Expert Group (Rangarajan) recommends the updation of the poverty line in 

the future using the Fisher Index. The weighting diagram for this effort can be 

drawn from the NSSO’s Consumer Expenditure Survey. For the Food –group, the 

Expert Group (Rangarajan) recommends that the current practice of relying on 

the unit values derivable from the NSSO Consumer Expenditure Surveys should 

continue till such time a new CPI of CSO with a weighting diagram based on the 

2011-12 pattern of consumption becomes available. In respect of non-food- 

items, the price indices available in the exiting CSO Consumer Price Indices can 

be used in the construction of   requisite Fisher indices. Once the new series of 

Consumer Price Index numbers (with 2011-12 as the base year) become 

available, it may be used if the extent of change in the structure of consumption 

at that point in time relative to the 2011-12 structure of consumption is not very 

different. 
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Chapter 1 

The Background 

 

 

The methodology for estimation of poverty used by the Planning Commission has been 

based on the recommendations made by Working Group/Task Force/Expert Groups 

consisting of eminent experts in the field. The Planning Commission has constituted these 

Groups from time to time to revisit the methodological issues related to the measurement 

of poverty so as to make the estimates more relevant to the contemporary economic 

situation. The methodology used by the Planning Commission at present (since January 

2011) to estimate poverty is based on the recommendations of the Expert Group under the 

chairmanship of Professor Suresh D. Tendulkar.1  

 

1.2 Within one and a half years of the acceptance of the recommendations of the 

Expert Group (Tendulkar), the Planning Commission in June 2012 constituted an Expert 

Group under the Chairmanship of Dr. C. Rangarajan2 to suggest a methodology for 

measurement of poverty with the following Terms of Reference: 

(a) “To comprehensively review the existing methodology of estimation of poverty and 

examine whether the poverty line should be fixed solely in terms of a consumption basket 

or whether other criteria are also relevant, and if so, whether the two can be effectively 

combined to evolve a basis for estimation of poverty in rural and urban areas. 

(b)  To examine the issue of divergence between consumption estimates based on the 

NSSO methodology and those emerging from the National Accounts aggregates; and to 

suggest a methodology for updating consumption poverty lines using the new consumer 

price indices launched by the CSO for rural and urban areas state-wise. 

(c)  To review alternative methods of estimation of poverty which may be in use in other 

countries, including their procedural aspects; and indicate whether on this basis, a 

particular method can be evolved for empirical estimation of poverty in India, including 

procedures for updating it over time and across states. 

(d) To recommend how the estimates of poverty, as evolved above, should be linked 

to eligibility and entitlements for schemes and programmes under the Government of 

India”. 

 

 

                                                           
1 Hereafter Expert Group (Tendulkar). 
2 Hereafter Expert Group (Rangarajan). 
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1.3 In the past, the Planning Commission had constituted such Expert Groups after a 

gap of about 12 to 15 years. This is evident from the chronology of the constitution of the 

Expert Groups since 1962, the earliest attempt by the Planning Commission to devise a 

methodology of poverty estimation. The Working Group submitted its report in the same 

year and the Planning Commission accepted its recommendations immediately. Fifteen 

years after the Working Group, the Planning Commission constituted a Task Force in 1977 

under the chairmanship of Dr Y. K. Alagh.3 The Task Force submitted its report in 1979 and 

the Planning Commission accepted its recommendations in the same year. Twelve years 

after the constitution of the Task Force and ten years after the acceptance of its 

recommendations, the Planning Commission constituted an Expert Group in 1989 under the 

chairmanship of Professor D. T. Lakdawala.4 The Expert Group (Lakdawala) submitted its 

report in 1993 and the Planning Commission accepted its recommendations in 1997. Then, 

sixteen years after the constitution of the Expert Group (Lakdawala) and eight years after 

the acceptance of its recommendations, the Planning Commission constituted the Expert 

Group under the chairmanship of Professor Suresh D. Tendulkar in 2005. The Expert Group 

(Tendulkar) submitted its report in November 2009 and the Planning Commission accepted 

its recommendations in January 2011. The Expert Group (Rangarajan) has been constituted 

seven years after the constitution of the Expert Group (Tendulkar), less than three years 

after the submission of its recommendations and only one and a half years after the 

acceptance of its recommendations. It is therefore apparent that the Planning Commission 

has demonstrated a greater urgency than in the past in constituting a new Expert Group 

(Rangarajan). 

 

1.4 The methodology of the Expert Group (Tendulkar) generically belongs to its 

predecessors, namely the Working Group of 1962, the Task Force of 1979 and the Expert 

Group in 1993. Its methodology is based on an exogenously determined poverty line 

expressed in terms of per capita consumption expenditure in a month and the class 

distribution of NSS (National Sample Survey) consumer expenditure data of the National 

Sample Survey Office (NSSO). The poverty ratio (percentage of people living below the 

poverty line) is obtained by counting the persons lying below the poverty line from the class 

distribution of persons. 

 

                                                           
3 Hereafter Task Force (Alagh). 
4 Hereafter Expert Group (Lakdawala). 
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1.5 There is an estimate of the poverty line, quantified by the Task Force in 1979.  The 

Task Force poverty lines (estimated at the national level, separately in rural and urban 

areas) were adopted by the Expert Group (Lakdawala) and used in the estimation of 

poverty after disaggregating the national poverty line into state-specific poverty lines. The 

Expert Group (Tendulkar) adopted the national urban poverty line (the latest available for 

the year 2004-05) derived by the Planning Commission using the Expert Group (Lakdawala) 

methodology and equated this for the entire country. Then, it employed a different 

method of pricing the goods and services constituting the consumption basket of the poor 

(from the one used by the Expert Group, Lakdawala, and then used by the Planning 

Commission), and in essence, the poverty line. The Expert Group (Tendulkar) validated the 

poverty lines by checking the adequacy of actual private consumption expenditure per 

capita near the poverty line on food, education and health by comparing them with 

normative expenditures consistent with nutritional, educational and health outcomes 

respectively.  

 

1.6 The poverty lines defined by the Tendulkar Committee did not reflect the changing 

times and aspirations of the people. The high rate of increase in per capita income and 

consumption in the first decade of this century and the consequential changes in the 

structure of the economy as well as in people's perspectives on poverty was viewed as 

requiring a fresh look at the poverty line and its composition. This provides the backdrop to 

the setting up of the Expert Group (Rangarajan). 
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Chapter 2 

Evolution of Measurement of Poverty in India 

 

  

The Planning Commission is the nodal agency in the Government of India for estimation of 

poverty. It estimates the incidence of poverty at the national and state level separately in 

rural and urban areas. The incidence of poverty is measured by the poverty ratio, which is 

the ratio of number of poor to the total population expressed as percentage. It is also known 

as head-count ratio. The poverty ratio is measured from an exogenously determined poverty 

line quantified in terms of per capita consumption expenditure over a month and the class 

distribution of persons obtained from the large sample survey of consumer expenditure data 

of the National Sample Survey Office (NSSO).   

 

2.2 After the Working Group of the Planning Commission delineated the methodology of 

poverty estimation in 1962, it has been intensely debated by the academicians, experts, 

policy planners, etc. over the years. In response, the Planning Commission has constituted 

Task Force/Expert Group from time to time to review the methodology. These include the 

Task Force under the chairmanship of Dr. Y. K. Alagh in 1977; the Expert Groups under the 

chairmanship of Prof. D.T. Lakdawala in 1989 and Prof. S.D. Tendulkar in 2005. This chapter 

takes a look at the evolution of the methodology of measurement of poverty as 

recommended by the Working Group 1962, Task Force (Alagh), Expert Group (Lakdawala) 

and Expert Group (Tendulkar).  

 

Working Group (1962) 

2.3 The Planning Commission constituted a Working Group in 1962 to find out a desirable 

minimum level of living for the population. The Working Group recommended that the 

national minimum consumption expenditure for a household of five persons (four adult 

consumption units) should be not less than Rs.100 per month or Rs.20 per capita per month in 

terms of 1960-61 prices. For urban areas, this figure was Rs.125 per month or Rs.25 per capita 

per month to cover the higher prices there. The poverty line excluded expenditure on health 

and education, both of which, it was assumed, were to be provided by the State.  

 

2.4 The Working Group (1962) appeared to have taken into account the 

recommendation of balanced diet made by the Nutrition Advisory Group of the Indian 

Council of Medical Research (ICMR) in 1958. This poverty line was widely used in the 1960s 

and 1970s to estimate the poverty ratio at national and state level.  
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Task Force 1979: Alagh 

2.5 The Planning Commission in July 1977 constituted the Task Force on “Projections of 

Minimum Needs and Effective Consumption Demand” under the Chairmanship of Dr. Y. K. 

Alagh. The Task Force submitted its report in January 1979 and the Planning Commission 

accepted its recommendations in the same month. The Task Force provided a quantitative 

measure of poverty by estimating: 

(a) The average calorie requirements were estimated, separately for the all-India rural and 

urban areas as a population–weighted average of the age-gender-activity specific calorie 

allowances recommended by the Nutrition Expert Group (1968) by reference to the 1971 

population Census.   

(b) The poverty line corresponding to the calorie requirement  

 

2.6 The estimated calorie norm was 2400 kcal per capita per day in rural areas and 2100 

kcal per capita per day in urban areas. To work out the monetary equivalent of these norms, 

28th Round (1973-74) NSS data relating to household consumption both in quantitative and 

value terms were used. Based on the observed consumer behaviour in 1973-74 it was 

estimated that, on an average, consumer expenditure (food and non-food) of Rs.49.09 per 

capita per month was associated with a calorie intake of 2400 per capita per day in rural 

areas and Rs.56.64 per capita per month with a calorie intake of 2100 per day in urban 

areas. This Monthly Per Capita Expenditure (MPCE) was termed as poverty line.  The poverty 

lines for later years were estimated by updating the poverty lines of the year 1973-74 for 

price changes.  

 

2.7 The Task Force used the percentage distribution of persons in different expenditure 

classes in the National Sample Survey (NSS) data on household consumer expenditure to 

estimate the percentage of persons living below the poverty line. The NSS distribution of 

private consumption was adjusted pro-rata to correspond to the consumption estimates of 

National Accounts Statistics (NAS) made by the Central Statistical Office (CSO).  Using the 

poverty line and the adjusted distribution of persons by expenditure classes for the reference 

year the percentage of persons below the poverty line was estimated.  Applying the 

projected population of the year, the number of persons in poverty was estimated from the 

percentage of persons.  The poverty line was defined at national level (separately for rural 

and urban areas).   
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2.8 The poverty line defined by the Task Force at 1973-74 prices was updated by the 

Planning Commission (to estimate poverty for a later year) using the implicit CSO (Central 

Statistical Office) private consumption expenditure deflator. CSO in their national accounts 

publish the estimates of expenditure at current and constant prices. The ratio between the 

two yields the consumption deflator. Planning Commission used national poverty line 

uniformly for all states and Union Territories (UTs) to estimate.   

 

2.9 Estimation of poverty by the Planning Commission following Task Force methodology, 

as is seen above, is based on the national poverty line and pro-rata adjustment of the NSS 

(National Sample Survey) consumption expenditure to NAS (National Accounts Statistics) 

consumption across all expenditure groups of the population. The adjustment whereby the 

discrepancy between the NAS and the NSS estimates of consumption is allocated on a pro-

rata basis across all expenditure classes was debated by experts mainly because the 

discrepancy grew in later years and also because the discrepancy could not possibly be 

similar across all consumption expenditure deciles of the population. Besides, it was pointed 

out that the application of a single poverty line for all the states (though separate in rural 

and urban areas) implicitly, and dubiously assumes absence of price differential across the 

states.  The estimate of poverty based on this methodology also assumed a fixed 

consumption basket of the poor overtime, and a uniform consumption basket for all the 

states. 

 

2.10 The Planning Commission methodology for estimating poverty at national and state 

level was regarded by some as inappropriate in giving a representative picture of the 

incidence of poverty in the country.  The main points of the criticism were: 

(a) the adjustment procedure;  

(b) the choice of deflators to represent price changes  in  the poverty line;  

(c) application of the same poverty line in all the states, which imply the absence of price 

differentials across the states;      

(d) use of a fixed consumption basket over time; and  

(e) the uniform consumption basket for all the states.  

 

2.11 The magnitude of poverty ratio based on this methodology fell significantly as the 

adjustment factor (i.e. the difference between the NSS and the NAS consumption) 

increased overtime. A lower level of poverty leads to a lower allocation not only in the anti-

poverty programmes, but also in the developmental programmes, as the latter also takes 
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poverty as one of the criteria in its allocation, both inter- and intra-state. Faced with these 

odds, the Planning Commission constituted the Expert Group under the Chairmanship of 

Professor D.T. Lakdawala to re-visit the methodology of poverty estimation.        

 

Expert Group 1993: Lakdawala 

2.12 The Planning Commission, in September 1989, constituted the Expert Group on 

Estimation of Proportion and Number of Poor to "look into the methodology for estimation of 

poverty and to re-define the poverty line, if necessary".  The Expert Group submitted its 

Report in July 1993. The Government accepted the Expert Group methodology in March 

1997 as the basis for computing the official estimates of poverty in India. 

 

2.13 The Expert Group (Lakdawala) did not redefine the poverty line. It retained the one 

defined by the Task Force (Alagh) which was at national level in rural and urban areas. It 

disaggregated these national poverty lines into state-specific poverty lines in order to reflect 

the inter-state price differentials.  

 

i. The national rural poverty line of Task Force (Alagh) was disaggregated into 

state-specific poverty lines using inter-state price differentials measured by 

Fisher’s Index.  These state-specific poverty lines of base year (1973-74) were 

updated for subsequent years using state-specific price indices especially 

constructed by taking weighted average of the commodity group-wise 

Consumer Price Index of Agricultural Labourers (CPIAL) of (a) food (b) fuel and 

light, (c) clothing and footwear and (d) miscellaneous with their respective 

weights in the national consumption basket of the poor in 1973-74. 

 

ii.  The national urban poverty line of the Task Force was disaggregated into state-

specific poverty lines in a similar way as in the case of the rural poverty line using 

state-specific price indices and inter-state price differentials. The state-specific 

price indices were constructed by taking weighted average of the commodity 

group-wise Consumer Price Index of Industrial Workers (CPIIW) of (a) food (b) fuel 

and light (c) housing (d) clothing, bedding and footwear and (e) miscellaneous 

with their respective weights in the national consumption basket of the poor  in 

1973-74. 
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iii. The national (All-India) poverty line in the Expert Group (Lakdawala) method was 

worked out as an interpolated value from the national consumption distribution 

obtained from the NSS consumer expenditure data and the national poverty 

ratio. The national poverty ratio was estimated as a population-weighted 

average of the state-wise poverty ratios, separately for rural and urban areas.  

 

2.14 The Expert Group (Lakdawala) calculated the state-specific poverty ratios in rural 

and urban areas from the state-specific poverty lines and the state-specific distribution of 

persons by expenditure groups obtained from large sample surveys on household consumer 

expenditure of the National Sample Survey Office (NSSO), which are available once in 

approximately five years. The NSS consumption distribution was used as it is, that is without 

adjustment to the NAS (National Accounts Statistics) consumption. This was a major 

departure from the Task Force method, which did this adjustment on a pro-rata basis. The 

aggregate poverty ratio of the state was worked out by combining its rural and urban 

poverty ratios. The national poverty ratio was computed as weighted average of state-wise 

poverty ratios.  

 

2.15 The Expert Group (Lakdawala) could estimate the poverty lines in rural and urban 

areas of eighteen States. These eighteen states are: Andhra Pradesh, Assam, Bihar, Gujarat, 

Haryana, Himachal Pradesh, Jammu and Kashmir, Karnataka, Kerala, Madhya Pradesh, 

Maharashtra, Orissa, Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh, West Bengal and Delhi. In 

the remaining States/UTs, the poverty lines could not be computed similarly because of non-

availability of state-specific prices data. In these States, the poverty ratios were equated 

with one of these eighteen states based on the criteria of physical contiguity of areas and 

similarity of economic profile. This resulted in the adoption of (a) the poverty ratio of Assam 

for Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland, Tripura and Sikkim; (b) the 

poverty ratio of Tamil Nadu for Pondicherry and Andaman and Nicobar Islands; (c) the 

poverty ratio of Kerala for Lakshadweep; (d) the poverty ratio of Goa for Daman and Diu; 

(e) Urban poverty ratio of Punjab for both rural and urban areas of Chandigarh.  

 

2.16 Two factors largely distinguish the Expert Group (Lakdawala) methodology of 

poverty estimation from those of the Task Force (Alagh). First, the Expert Group (Lakdawala) 

method uses state-specific poverty lines as against national poverty line for estimation of 

poverty in the state; it thereby captures the cost of living in the states more accurately (as 

compared to the Task Force method). Second, the Expert Group (Lakdawala) uses the 
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state-wise consumption distribution of the NSS without any adjustment to the NAS 

consumption. This is a major departure from the Task Force method, which did this 

adjustment on a pro-rata basis.  

 

2.17 In March 1997, the Government adopted the Expert Group (Lakdawala) 

methodology for poverty estimation as the basis for computing the official estimates of 

poverty and using this methodology the Planning Commission estimated the poverty ratios in 

rural and urban areas of different States/UTs for the year 1973-74 (NSS 28th Round consumer 

expenditure data, which was used to estimate the poverty line by the Task Force), and for 

the years 1977-78, 1983, 1987-88 and 1993-94 for which the large sample survey consumer 

expenditure data were then available from the 32nd, 38th, 43rd and 50th Rounds of the NSS.5 

Subsequently, using the same methodology the Planning Commission estimated the poverty 

ratios at the national and states level for the years 1999-2000 and 2004-05, using the NSS 

large sample survey consumer expenditure data of 55th and 61st Rounds respectively.6   

 

2.18 The official estimate of poverty was derived by the Planning Commission using the 

Expert Group (Lakdawala) methodology until January 2011. The poverty ratio (i.e., the 

percentage of people living below the poverty line) and the number of poor for different 

years at the national level estimated from the Expert Group (Lakdawala) method are given 

in Table 2.1.  

 

Table 2.1: Poverty Ratio and Number of Poor: Expert Group (Lakdawala) Method 

Year Poverty Ratio (%) Number of Poor 

(million) 

Rural Urban Total Rural Urban Total 

1973-74 56.4 49.0 54.9 261.3 60.0 321.3 

1977-78 53.1 45.2 51.3 264.3 64.6 328.9 

1983 45.7 40.8 44.5 252.0 70.9 322.9 

1987-88 39.1 38.2 38.9 231.9 75.2 307.1 

1993-94 37.3 32.4 36.0 244.0 76.3 320.3 

2004-05 (URP) 28.3 25.7 27.5 220.9 80.8 301.7 
N.B.: URP = URP consumption = Uniform Recall Period consumption in which the consumer expenditure 

data for all the items are collected from 30-day recall period. 

 

                                                           
5 Government of India, Press Information Bureau, 11th March 1997. 
6 Government of India, Press Information Bureau, 22nd February 2001 and Government of India, Press 

Information Bureau, 21st March 2007. 
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2.19 The state-specific poverty line and poverty ratio estimated from the Expert Group 

(Lakdawala) method and used as the official measure of poverty until January 2011 are 

given in Annexure-A.  

 

Expert Group (Tendulkar) 

2.20 The Expert Group under the chairmanship of Suresh D. Tendulkar was constituted by 

the Planning Commission in December 2005. It was mandated to: (a) examine the issues 

relating to the comparability of the NSS 50th (1993-94), NSS 55th (1999-2000) and NSS 61st 

(2004-05) Round consumer expenditure data and suggest methodologies for deriving such 

comparability with past and future survey data; (b) review alternative conceptualizations of 

poverty, and associated technical aspects of procedures of measurement and data base 

for empirical estimation including procedures for updating over time and across states, and 

(c) recommend any changes in the existing procedures of official estimates of poverty. The 

Expert Group (Tendulkar) submitted its recommendations to the Planning Commission in 

November 2009.7  

 

2.21 The Expert Group (Tendulkar) did not construct a poverty line. It adopted the 

officially measured urban poverty line of 2004-05 based on Expert Group (Lakdawala) 

methodology and converted this poverty line (which is URP-consumption based) into MRP-

consumption.8 The method of estimation of poverty line and poverty ratio suggested by the 

Expert Group (Tendulkar) is described in the following three steps. 

 

2.22 Step 1:  Convert the URP-consumption based urban poverty line into MRP-

consumption based poverty line (MRP distribution = consumer expenditure data is collected 

using 365-day recall period for five non-food items viz., clothing, footwear, durable goods, 

education and institutional medical expenses, and 30-day recall period for the remaining 

items). Here, the MRP-consumption based urban poverty line is worked out as the level of 

per capita consumption expenditure in the MRP consumption distribution that corresponds 

to the bottom 25.7 per cent of the population, which is the official urban poverty ratio 

                                                           
7 Report of the Expert Group to Review the Methodology for Estimation of Poverty, Planning 

Commission, November, 2009, downloaded from : http://planningcommission.gov.in 

 
8 URP-consumption = consumption data are collected from the households using 30 day recall period 

for all the items. MRP-consumption = consumption data for five non-food items viz., clothing, 

footwear, durable goods, education, and institutional medical expenses are collected using 365-day 

recall period and 30-day recall period for the remaining items. 
 

http://planningcommission.gov.in/
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derived from the Expert Group (Lakdawala) methodology using the poverty line and the 

class distribution of consumption, both based on URP-consumption. 

 

2.23 Step 2:   State-specific urban poverty lines are derived from the (MRP-consumption 

based) national urban poverty line using urban state-relative-to-all-India fisher indices.9  

 

2.24 Step 3: The state-specific rural poverty lines are worked out from the state-specific 

urban poverty lines by applying within-state rural-relative-to-urban Fisher indices.10  

 

2.25 Here, the state index numbers relative to the all-India numbers and the state-specific 

rural prices relative to the state-specific urban prices are computed from the implicit price 

indices derived from the quantity and value of different items of consumer expenditure 

gathered in the NSS consumption expenditure.  

 

2.26 The state-specific poverty ratios are estimated from the state-specific class 

distribution of persons obtained from the MRP-consumption distribution of the NSS consumer 

expenditure and the state-specific poverty line. The national poverty ratio is estimated as a 

weighted average of state-wise poverty ratios.  

 

2.27 The national urban poverty ratio in 2004-05 as per the Expert Group (Tendulkar) 

methodology is identical to the one estimated by the Expert Group (Lakdawala) 

methodology, which is 25.7 percent. The shift from MPCE estimates on URP  (that underlay 

the poverty ratio with the Lakdawala methodology) to those on MRP in the Expert Group 

(Tendulkar) methodology significantly raised the  all-India Urban poverty line level of MPCE 

from 538.60 to Rs 578.80. Associated with this higher cut-off level of MPCE is also different 

                                                           
9
 This national level urban poverty line is disaggregated into state-specific poverty lines using “urban 

state-relative-to-all-India” price differentials. The prices differentials are constructed from a variety of 

price data most of which are implicit. For 15 commodity groups namely cereals, pulses, milk, oil, egg-

fish-meat, vegetables, fresh-fruit, dry-fruit, sugar, salt-spices, other-food, intoxicants, fuel-light, clothing 

& bedding and footwear, the Fisher indices are computed using implicit prices obtained from the NSS 

consumer expenditure data of 61st Round (2004-05); for five item groups namely entertainment, 

personal care items, miscellaneous goods, miscellaneous services and durables, Labour Bureau price 

data underlying CPIAL and CPIIW is used. The pricing of educational services are constructed from 

the employment-unemployment survey of the NSS 61st Round (2004-05) and of health services are 

constructed from the health and morbidity survey of NSS 60th Round (January – June 2004).  

 
10

 The state-specific rural poverty lines (of 2004-05) are worked out by adjusting the state-specific 

urban poverty lines (of 2004-05) with the “within-state rural-relative-to-urban” price differentials 

computed from the similar price statistics as in the case of disaggregating the national poverty line 

into state-specific poverty lines in urban areas.   
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poverty line basket (PLB) as compared to that underlying the all-India urban poverty ratio as 

per Expert Group (Lakdawala). All other poverty lines for the rural and urban areas of 

individual states proposed by the Expert Group (Tendulkar) are aligned to this new PLB at a 

higher level of MPCE.  In Tendulkar Committee report, it is stated that:  

 

“ As urban living standard is generally regarded as better than and preferable to its rural 

counterpart, this Expert Group recommends that the purchasing power represented by the 

MRP equivalent PCTE underlying the all-India HCR of 25.7 percent be taken as the new 

reference PLB for measuring poverty and made available to both the rural and urban 

population in all the states after correcting for urban-rural price differentials as well as urban 

and rural state-relative-to all-India price differentials.” 

 

2.28 In the Expert Group (Tendulkar) methodology, the all-India rural poverty ratio is 

obtained in the same way as in the Expert Group (Lakdawala). The all-India rural poverty 

ratio so derived, at 41.8 percent is one and a half times the estimate of Expert Group 

(Lakdawala) which was 28.3 percent. 

 

2.29 A key element in the Expert Group( Tendulkar) methodology is the derivation of the 

reference AIl-India poverty line basket(PLB) as one corresponding to the MRP- equivalent of 

MPCE corresponding to the all-India urban HCR on URP as per the Expert Group (Lakdawala) 

methodology. It asserts that "the urban proportion (of 25.7 percent) is less controversial in 

terms of the broad order of magnitude of extent of poverty". The phrase "less controversial" is 

to be seen in the context of its observation that “the latest official estimate of rural poverty is 

widely perceived to be too low". While two reasons are advanced in respect of its 

observation on rural HCR ---(i) understated price-adjustment and (ii) "its basis of a very old 

and out-dated 1973-74 poverty line basket", the assertion about the corresponding urban 

HCR as being "less controversial" remains just that: an assertion without any evidence or 

reasoning. Other analysts have estimated urban poverty levels different from the official 

estimates. 

 

2.30 The Expert Group (Tendulkar) outlined the methodology for updation of the state-

specific rural and urban poverty lines of 2004-05 for future years. (The updation is carried out 

by adjusting the urban state-specific poverty lines of 2004-05 with the Fisher index of 

changes in state-level urban prices between 2004-05 and later years (for example, 2009-10 

and 2011-12) to derive state-level urban poverty lines for later years. Thereafter, the state 
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specific rural poverty lines for later years are derived by applying the within-state rural-

relative-to-urban Fisher indices to updated urban poverty lines.   

 

2.31 The Planning Commission released estimates of poverty for 1993-94 and 2004-05 

derived from the Expert Group (Tendulkar) method In January 2011. Subsequently, based on 

the same methodology, the poverty ratio for 2009-10 and 2011-12 were derived by the 

Planning Commission in March 2012 and July 2013 respectively. The estimate of poverty ratio 

and number of poor at the national level for the years 1993-94, 2004-05, 2009-10 and 2011-12 

derived from the Expert Group (Tendulkar) methodology are given in Table 2.2. The rate of 

decline in poverty ratio during different period is given in Table 2.3.    

 

Table 2.2: Percentage and Number of Poor Estimated from 

   Expert Group (Tendulkar) Methodology 
Year Poverty Ratio (%) Number of Poor (million) 

Rural Urban Total Rural Urban Total 
1. 1993-94 50.1 31.8 45.3 328.6 74.5 403.7 

2. 2004-05 41.8 25.7 37.2 326.3 80.8 407.1 

3. 2009-10 33.8 20.9 29.8 278.2 76.5 354.7 

4. 2011-12 25.7 13.7 21.9 216.7 53.1 269.8 

 

Table 2.3: Decline in Poverty Ratio Estimated from  

Expert Group (Tendulkar) Methodology 
(%age points per year) 

Period Rural Urban Total 

a) 1993-94 to 2004-05  0.75 0.55 0.74 

b) 2004-05 to 2011-12 2.32 1.69 2.18 

c) 1993-94 to 2011-12 1.36 1.01 1.30 

 

2.32 The state-wise estimate of the poverty line and poverty ratio for the years 1993-94, 

2004-05, 2009-10 and 2011-12 derived from the Expert Group (Tendulkar) methodology are 

given in Annexure-B. 
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Annexure-A 
 

Table A1: State Specific Poverty Lines in Rural Areas 
(Lakdawala Methodology) 

 
         

 
        (Rs. monthly per capita) 

S.No.  States/UTs 1973-74 1977-78 1983-84 1987-88 1993-94 1999-00 2004-05 
1 Andhra Pradesh 41.71 50.88 72.66 91.94 163.02 262.94 292.95 

2 Arunachal Pradesh * * * * * * * 

3 Assam 49.82 60.29 98.32 127.44 232.05 365.43 387.64 

4 Bihar 57.68 58.93 97.48 120.36 212.16 333.07 354.36 

5 Chhattisgarh       322.41 

6 Goa 50.47 58.07 88.24 115.61 194.94 318.63 362.25 

7 Gujarat 47.10 54.70 83.29 115.00 202.11 318.94 353.93 

8 Haryana 49.95 59.37 88.57 122.90 233.79 362.81 414.76 

9 Himachal Pradesh 49.95 59.37 88.57 122.90 233.79 367.45 394.28 

10 Jammu & Kashmir 46.59 61.53 91.75 124.33 * 367.45 391.26 

11 Jharkhand       366.56 

12 Karnataka 47.24 51.95 83.31 104.46 186.63 309.59 324.17 

13 Kerala 51.68 58.88 99.35 130.61 243.84 374.79 430.12 

14 Madhya Pradesh 50.20 56.26 83.59 107.00 193.10 311.34 327.78 

15 Maharashtra 50.47 58.07 88.24 115.61 194.94 318.63 362.25 

16 Manipur * * * * * * * 

17 Meghalaya * * * * * * * 

18 Mizoram * * * * * * * 

19 Nagaland * * * * * * * 

20 Orissa 46.87 58.89 106.28 121.42 194.03 323.92 325.79 

21 Punjab 49.95 59.37 88.57 122.90 233.79 362.68 410.38 

22 Rajasthan 50.96 57.54 80.24 117.52 215.89 344.03 374.57 

23 Sikkim * * * * * * * 

24 Tamil Nadu 45.09 56.62 96.15 118.23 196.53 307.64 351.86 

25 Tripura * * * * * * * 

26 Uttar Pradesh 48.92 54.21 83.85 114.57 213.01 336.88 365.84 

27 Uttarakhand       478.02 

28 West Bengal 54.49 63.34 105.55 129.21 220.74 350.17 382.82 

29 A & N Island * * * * * * * 

30 Chandigarh * * * * * * * 

31 Dadra & Nagar Haveli 50.47 58.07 88.24 115.61 194.94 318.63 362.25 

32 Daman & Diu * * * * * * * 

33 Delhi 49.95 59.37 88.57 122.90 233.79 362.68 410.38 

34 Lakshadweep * * * * * * * 

35 Pondicherry * * * * * * * 

  All India#  49.63 56.84 89.50 115.20 205.84 327.56 356.3 
Notes:   
* In the Expert Group, poverty ratios for these states have not been calculated separately, but have been adopted from 
those of other states.  
# The poverty line(implicit) at all-India level is worked out from the expenditure class-wise distribution of persons and 
the poverty ratio at all-India level. The poverty ratio at all-India level is obtained as weighted average of the state-wise 
poverty ratio. 
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Table A2: State Specific Poverty Lines in Urban Areas 
(Lakdawala Methodology) 

        
 

          (Rs. monthly per capita) 

S.No.  States/UTs 1973-74 1977-78 1983-84 1987-88 1993-94 1999-00 2004-05 
1 Andhra Pradesh 53.96 69.05 106.43 151.88 278.14 457.40 542.89 

2 Arunachal Pradesh * * * * * * * 

3 Assam 50.26 61.38 97.51 126.60 212.42 343.99 378.84 

4 Bihar 61.27 67.27 111.80 150.25 238.49 379.78 435.00 

5 Chhattisgarh       560.00 

6 Goa 59.48 73.99 126.47 189.17 328.56 539.71 665.90 

7 Gujarat 62.17 72.39 123.22 173.18 297.22 474.41 541.16 

8 Haryana 52.42 66.94 103.48 143.22 258.23 420.20 504.49 

9 Himachal Pradesh 51.93 66.32 102.26 144.10 253.61 420.20 504.49 

10 Jammu & Kashmir 37.17 55.41 99.62 148.38 * 420.20 553.77 

11 Jharkhand       451.24 

12 Karnataka 58.22 68.85 120.19 171.18 302.89 511.44 599.66 

13 Kerala 62.78 67.05 122.64 163.29 280.54 477.06 559.39 

14 Madhya Pradesh 63.02 74.40 122.82 178.35 317.16 481.65 570.15 

15 Maharashtra 59.48 73.99 126.47 189.17 328.56 539.71 665.90 

16 Manipur * * * * * * * 

17 Meghalaya * * * * * * * 

18 Mizoram * * * * * * * 

19 Nagaland * * * * * * * 

20 Orissa 59.34 72.41 124.81 165.40 298.22 473.12 528.49 

21 Punjab 51.93 65.70 101.03 144.98 253.61 388.15 466.16 

22 Rajasthan 59.99 72.00 113.55 165.38 280.85 465.92 559.63 

23 Sikkim * * * * * * * 

24 Tamil Nadu 51.54 67.02 120.30 165.82 296.63 475.60 547.42 

25 Tripura * * * * * * * 

26 Uttar Pradesh 57.37 69.66 110.23 154.15 258.65 416.29 483.26 

27 Uttarakhand       637.67 

28 West Bengal 54.81 67.50 105.91 149.96 247.53 409.22 449.32 

29 A & N Island * * * * * * * 

30 Chandigarh * * * * * * * 

31 Dadra & Nagar Haveli 59.48 73.99 126.47 189.17 328.56 539.71 665.90 

32 Daman & Diu * * * * * * * 

33 Delhi 67.95 80.17 123.29 176.91 309.48 505.45 612.91 

34 Lakshadweep * * * * * * * 

35 Pondicherry * * * * * * * 

  All India#  56.76 70.33 115.65 162.16 281.35 454.11 538.60 
 
Notes:  * In the Expert Group, poverty ratios for these states have not been calculated separately, but have been adopted from 
those of other states.  
# The poverty line(implicit) at all-India level is worked out from the expenditure class-wise distribution of persons and the 
poverty ratio at all-India level. The poverty ratio at all-India level is obtained as weighted average of the state-wise poverty ratio. 
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Table A3: Number and Percentage of Population Below Poverty Line By States - 1973-74 
(Lakdawala Methodology) 

 

S.No. States/UTs 

     Rural     Urban Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1. Andhra Pradesh 178.21 48.41 47.48  50.61  225.69  48.86  

2. Arunachal Pradesh 2.57 52.67 0.09  36.92  2.66  51.93  

3. Assam 76.37 52.67 5.46  36.92  81.83  51.21  

4. Bihar 336.52 62.99 34.05  52.96  370.57  61.91  

5. Goa 3.16 46.85 1.00  37.69  4.16  44.26  

6. Gujarat 94.61 46.35 43.81  52.57  138.42  48.15  

7. Haryana 30.08 34.23 8.24  40.18  38.32  35.36  

8. Himachal Pradesh 9.38 27.42 0.35  13.17  9.73  26.39  

9. Jammu & Kashmir 18.41 45.51 2.07  21.32  20.48  40.83  

10. Karnataka 128.4 55.14 42.27  52.53  170.67  54.47  

11. Kerala 111.36 59.19 24.16  62.74  135.52  59.79  

12. Madhya Pradesh 231.21 62.66 45.09  57.65  276.30  61.78  

13. Maharashtra 210.84 57.71 76.58  43.87  287.42  53.24  

14. Manipur 5.11 52.67 0.75  36.92  5.86  49.96  

15. Meghalaya 4.88 52.67 0.64  36.92  5.52  50.20  

16. Mizoram 1.62 52.67 0.20  36.92  1.82  50.32  

17. Nagaland 2.65 52.67 0.25  36.92  2.90  50.81  

18. Orissa 142.24 67.28 12.23  55.62  154.47  66.18  

19. Punjab 30.47 28.21 10.02  27.96  40.49  28.15  

20. Rajasthan 101.41 44.76 27.10  52.13  128.51  46.14  

21. Sikkim 1.09 52.67 0.10  36.92  1.19  50.86  

22. Tamil Nadu 172.6 57.43 66.92  49.40  239.52  54.94  

23. Tripura 7.88 52.67 0.66  36.92  8.54  51.00  

24. Uttar Pradesh 449.99 56.53 85.74  60.09  535.73  57.07  

25. West Bengal 257.96 73.16 41.34  34.67  299.30  63.43  

26. A & N Island 0.59 57.43 0.15  49.40  0.74  55.56  

27. Chandigarh 0.07 27.96 0.77  27.96  0.84  27.96  

28. Dadra & Nagar Haveli 0.37 46.85 0.01  37.69  0.38  46.55  

29. Delhi 1.06 24.44 21.78  52.23  22.84  49.61  

30. Lakshadweep 0.18 59.19 0.03  62.74  0.21  59.68  

31. Pondicherry 1.61 57.43 1.13  49.40  2.74  53.82  

  All India 2612.90  56.44  600.46  49.01  3213.36  54.88  
 
Notes:  
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Ratio of Tamil Nadu is used for Pondicherry and Andaman & Nicobar Island.   
3. Poverty Ratio of Kerala is used for Lakshadweep.  
4. Poverty Ratio of Goa is used for Dadra & Nagar Haveli.  
5. Urban Poverty Ratio of Punjab used for both rural and urban poverty of Chandigarh.  
6. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
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Table A4: Number and Percentage of Population Below Poverty Line By States - 1977-78 
(Lakdawala Methodology) 

 

S.No. States/UTs 

     Rural     Urban     Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1. Andhra Pradesh 149.13  38.11  48.41  43.55  197.54  39.31  

2. Arunachal Pradesh 3.26  59.82  0.10  32.71 3.36  58.32  

3. Assam 97.55  59.82  5.83  32.71  103.38  57.15  

4. Bihar 364.48  63.25  37.34  48.76  401.82  61.55  

5. Goa 2.72  37.64  1.16  36.31 3.88  37.23  

6. Gujarat 92.53  41.76  38.35  40.02  130.88  41.23  

7. Haryana 26.43  27.73  9.05  36.57  35.48  29.55  

8. Himachal Pradesh 12.46  33.49  0.58  19.44  13.04  32.45  

9. Jammu & Kashmir 19.04  42.86  2.68  23.71  21.72  38.97  

10. Karnataka 120.39  48.18  47.78  50.36  168.17  48.78  

11. Kerala 102.85  51.48  24.37  55.62  127.22  52.22  

12. Madhya Pradesh 247.98  62.52  54.89  58.66  302.87  61.78  

13. Maharashtra 249.75  63.97  80.16  40.09  329.91  55.88  

14. Manipur 6.09  59.82  0.97  32.71  7.06  53.72  

15. Meghalaya 6.10  59.82  0.69  32.71  6.79  55.19  

16. Mizoram 2.03  59.82  0.28  32.71  2.31  54.38  

17. Nagaland 3.44  59.82  0.30  32.71  3.74  56.04  

18. Orissa 162.50  72.38  13.82  50.92  176.32  70.07  

19. Punjab 18.87  16.37  11.36  27.32  30.23  19.27  

20. Rajasthan 89.66  35.89  27.22  43.53  116.88  37.42  

21. Sikkim 1.41  59.82  0.13  32.71  1.54  55.89  

22. Tamil Nadu 182.50  57.68  72.97  48.69  255.47  54.79  

23. Tripura 9.95  59.82  0.66  32.71  10.61  56.88  

24. Uttar Pradesh 407.41  47.60  96.96  56.23  504.37  49.05  

25. West Bengal 259.69  68.34  50.88  38.20  310.57  60.52  

26. A & N Island 0.71  57.68  0.20  48.69  0.91  55.42  

27. Chandigarh 0.08  27.32  0.95  27.32  1.03  27.32  

28. Dadra & Nagar Haveli 0.33  37.64  0.16  36.31 0.49  37.20  

29. Delhi 1.35  30.19  16.81  33.51  18.16  33.23  

30. Lakshadweep 0.13  51.48  0.07  55.62  0.20  52.79  

31. Pondicherry 1.65  57.68  1.35  48.69  3.00  53.25  

  All India 2642.47  53.07  646.48  45.24  3288.95  51.32  
 
Notes: 
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
3. Poverty Ratio of Kerala is used for Lakshadweep. 
4. Poverty Ratio of Goa is used for Dadra & Nagar Haveli. 
5. Urban Poverty Ratio of Punjab is used for both rural and urban poverty of Chandigarh. 
6. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
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Table A5: Number and Percentage of Population Below Poverty Line By States – 1983 
(Lakdawala Methodology) 

 

S.No. States/UTs 

Rural Urban Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1. Andhra Pradesh 114.34  26.53  50.24  36.30  164.58  28.91  

2. Arunachal Pradesh 2.70  42.60  0.12  21.73  2.82  40.88  

3. Assam 73.43  42.60  4.26  21.73  77.69  40.47  

4. Bihar 417.70  64.37  44.35  47.33  462.05  62.22  

5. Goa 1.16  14.81  1.07  27.00  2.23  18.90  

6. Gujarat 72.88  29.80  45.04  39.14  117.92  32.79  

7. Haryana 22.03  20.56  7.57  24.15  29.60  21.37  

8. Himachal Pradesh 7.07  17.00  0.34  9.43  7.41  16.40  

9. Jammu & Kashmir 13.11  26.04  2.49  17.76  15.60  24.24  

10. Karnataka 100.50  36.33  49.31  42.82  149.81  38.24  

11. Kerala 81.62  39.03  25.15  45.68  106.77  40.42  

12. Madhya Pradesh 215.48  48.90  62.49  53.06  277.97  49.78  

13. Maharashtra 193.75  45.23  97.14  40.26  290.89  43.44  

14. Manipur 4.76  42.60  0.89  21.73  5.65  37.02  

15. Meghalaya 5.04  42.60  0.57  21.73  5.62  38.81  

16. Mizoram 1.58  42.60  0.37  21.73  1.96  36.00  

17. Nagaland 3.19  42.60  0.31  21.73  3.50  39.25  

18. Orissa 164.65  67.53  16.66  49.15  181.31  65.29  

19. Punjab 16.79  13.20  11.85  23.79  28.64  16.18  

20. Rajasthan 96.77  33.50  30.06  37.94  126.83  34.46  

21. Sikkim 1.24  42.60  0.10  21.73  1.35  39.71  

22. Tamil Nadu 181.61  53.99  78.46  46.96  260.07  51.66  

23. Tripura 8.35  42.60  0.60  21.73  8.95  40.03  

24. Uttar Pradesh 448.03  46.45  108.71  49.82  556.74  47.07  

25. West Bengal 268.60  63.05  50.09  32.32  318.69  54.85  

26. A & N Island 0.84  53.99  0.26  46.96  1.11  52.13  

27. Chandigarh 0.09  23.79  1.10  23.79  1.19  23.79  

28. Dadra & Nagar Haveli 0.16  14.81  0.02  27.00  0.18  15.67  

29. Delhi 0.44  7.66  17.95  27.89  18.39  26.22  

31. Pondicherry 1.56  53.99  1.72  46.96  3.28  50.06  

  All India 2519.57  45.65  709.40  40.79  3228.97  44.48  
 
Notes: 
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
3. Poverty Ratio of Kerala is used for Lakshadweep. 
4. Poverty Ratio of Goa is used for Dadra & Nagar Haveli. 
5. Urban Poverty Ratio of Punjab is used for both rural and urban poverty of Chandigarh. 
6. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
  



24 
 

Table A6: Number and Percentage of Population Below Poverty Line By States - 1987-88 
(Lakdawala Methodology) 

 

S.No. States/UTs 

     Rural     Urban     Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1 Andhra Pradesh 96.38  20.92  64.05  40.11  160.43  25.86  

2  Arunachal Pradesh 2.75  39.35  0.08  9.94  2.83  36.22  

3 Assam 73.53  39.35  2.22  9.94  75.75  36.21  

4 Bihar 370.23  52.63  50.70  48.73  420.93  52.13  

5 Goa 1.31  17.64  1.65  35.48  2.96  24.52  

6 Gujarat 74.13  28.67  48.22  37.26  122.36  31.54  

7 Haryana 18.86  16.22  6.51  17.99  25.37  16.64  

8 Himachal Pradesh 7.27  16.28  0.25  6.29  7.52  15.45  

9 Jammu & Kashmir 14.11  25.70  2.85  17.47  16.95  23.82  

10 Karnataka 96.81  32.82  61.80  48.42  158.61  37.53  

11 Kerala 61.64  29.10  26.84  40.33  88.48  31.79  

12 Madhya Pradesh 200.02  41.92  64.29  47.09  264.30  43.07  

13 Maharashtra 186.89  40.78  109.38  39.78  296.27  40.41  

14 Manipur 4.83  39.35  0.46  9.94  5.29  31.35  

15 Meghalaya 5.18  39.35  0.30  9.94  5.48  33.92  

16 Mizoram 1.46  39.35  0.25  9.94  1.70  27.52  

17 Nagaland 3.49  39.35  0.18  9.94  3.66  34.43  

18 Orissa 149.98  57.64  15.95  41.63  165.93  55.58  

19 Punjab 17.09  12.60  8.08  14.67  25.17  13.20  

20 Rajasthan 104.97  33.21  37.93  41.92  142.90  35.15  

21 Sikkim 1.31  39.35  0.04  9.94  1.36  36.06  

22 Tamil Nadu 161.80  45.80  69.27  38.64  231.07  43.39  

23 Tripura 8.49  39.35  0.35  9.94  8.84  35.23  

24 Uttar Pradesh 429.74  41.10  106.79  42.96  536.53  41.46  

25 West Bengal 223.37  48.30  60.24  35.08  283.61  44.72  

26 Andaman & Nicobar 0.83  45.80  0.26  38.64  1.09  43.89  

27 Chandigarh 0.08  14.67  0.76  14.67  0.84  14.67  

28 Dadra & Nagar Haveli 0.79  67.11  - - 0.79  67.11  

29 Delhi 0.10  1.29  10.15  13.56  10.25  12.41  

30 Lakshadweep 0.07  29.10  0.10  40.33  0.17  34.95  

31 Pondicherry 1.33  45.80  1.72  38.64  3.05  41.46  

  All India  2318.79  39.09  751.69  38.20  3070.49  38.86  
 
Notes: 
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
3. Poverty Ratio of Kerala is used for Lakshadweep. 
4. Urban Poverty Ratio of Punjab used for both rural and urban poverty of Chandigarh. 
5. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
6. Poverty Line of Maharashtra and expenditure distribution of Dadra & Nagar Haveli is used to estimate poverty ratio of Dadra 
& Nagar Haveli. 
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Table A7: Number and Percentage of Population Below Poverty Line By States - 1993-94 
(Lakdawala Methodology) 

 

S.No. States/UTs 

     Rural     Urban     Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1 Andhra Pradesh 79.49  15.92  74.47  38.33  153.97  22.19  

2  Arunachal Pradesh 3.62  45.01  0.11  7.73  3.73  39.35  

3 Assam 94.33  45.01  2.03  7.73  96.36  40.86  

4 Bihar 450.86  58.21  42.49  34.50  493.35  54.96  

5 Goa 0.38  5.34  1.53  27.03  1.91  14.92  

6 Gujarat 62.16  22.18  43.02  27.89  105.19  24.21  

7 Haryana 36.56  28.02  7.31  16.38  43.88  25.05  

8 Himachal Pradesh 15.40  30.34  0.46  9.18  15.86  28.44  

9 Jammu & Kashmir 19.05  30.34  1.86  9.18  20.92  25.17  

10 Karnataka 95.99  29.88  60.46  40.14  156.46  33.16  

11 Kerala 55.95  25.76  20.46  24.55  76.41  25.43  

12 Madhya Pradesh 216.19  40.64  82.33  48.38  298.52  42.52  

13 Maharashtra 193.33  37.93  111.90  35.15  305.22  36.86  

14 Manipur 6.33  45.01  0.47  7.73  6.80  33.78  

15 Meghalaya 7.09  45.01  0.29  7.73  7.38  37.92  

16 Mizoram 1.64  45.01  0.30  7.73  1.94  25.66  

17 Nagaland 4.85  45.01  0.20  7.73  5.05  37.92  

18 Orissa 140.90  49.72  19.70  41.64  160.60  48.56  

19 Punjab 17.76  11.95  7.35  11.35  25.11  11.77  

20 Rajasthan 94.68  26.46  33.82  30.49  128.50  27.41  

21 Sikkim 1.81  45.01  0.03  7.73  1.84  41.43  

22 Tamil Nadu 121.70  32.48  80.40  39.77  202.10  35.03  

23 Tripura 11.41  45.01  0.38  7.73  11.79  39.01  

24 Uttar Pradesh 496.17  42.28  108.28  35.39  604.46  40.85  

25 West Bengal 209.90  40.80  44.66  22.41  254.56  35.66  

26 Andaman & Nicobar 0.73  32.48  0.33  39.77  1.06  34.47  

27 Chandigarh 0.07  11.35  0.73  11.35  0.80  11.35  

28 Dadra & Nagar Haveli 0.72  51.95  0.06  39.93  0.77  50.84  

29 Daman & Diu 0.03  5.34  0.15  27.03  0.18  15.80  

30 Delhi 0.19  1.90  15.32  16.03  15.51  14.69  

31 Lakshadweep 0.06  25.76  0.08  24.55  0.14  25.04  

32 Pondicherry 0.93  32.48  2.38  39.77  3.31  37.40  

All India  2440.31  37.27  763.37  32.36  3203.68  35.97  
Notes: 
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
3. Poverty Ratio of Kerala is used for Lakshadweep. 
4. Poverty Ratio of Goa is used for Daman & Diu. 
5. Urban Poverty Ratio of Punjab used for both rural and urban poverty of Chandigarh. 
6. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
7. Poverty Line of Maharashtra and expenditure distribution of Dadra & Nagar Haveli is used to estimate poverty ratio of Dadra 
& Nagar Haveli.8.Poverty Ratio of Himachal Pradesh is used for Jammu & Kashmir. 
  



26 
 

 
Table A8: Number and Percentage of Population Below Poverty Line by States - 1999-2000 

(Lakdawala Methodology) 
 

S.No. States/UTs 

     Rural     Urban     Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1. Andhra Pradesh 58.13 11.05 60.88 26.63 119.01 15.77 

2. Arunachal Pradesh 3.80 40.04 0.18 7.47 3.98 33.47 

3. Assam 92.17 40.04 2.38 7.47 94.55 36.09 

4. Bihar 376.51 44.30 49.13 32.91 425.64 42.60 

5. Goa 0.11 1.35 0.59 7.52 0.70 4.40 

6. Gujarat 39.80 13.17 28.09 15.59 67.89 14.07 

7. Haryana 11.94 8.27 5.39 9.99 17.34 8.74 

8. Himachal Pradesh 4.84 7.94 0.29 4.63 5.12 7.63 

9. Jammu & Kashmir 2.97 3.97 0.49 1.98 3.46 3.48 

10. Karnataka 59.91 17.38 44.49 25.25 104.40 20.04 

11. Kerala 20.97 9.38 20.07 20.27 41.04 12.72 

12. Madhya Pradesh 217.32 37.06 81.22 38.44 298.54 37.43 

13. Maharashtra 125.12 23.72 102.87 26.81 227.99 25.02 

14. Manipur 6.53 40.04 0.66 7.47 7.19 28.54 

15. Meghalaya 7.89 40.04 0.34 7.47 8.23 33.87 

16. Mizoram 1.40 40.04 0.45 7.47 1.85 19.47 

17. Nagaland 5.21 40.04 0.28 7.47 5.49 32.67 

18. Orissa 143.69 48.01 25.40 42.83 169.09 47.15 

19. Punjab 10.20 6.35 4.29 5.75 14.49 6.16 

20. Rajasthan 55.06 13.74 26.78 19.85 81.83 15.28 

21. Sikkim 2.00 40.04 0.04 7.47 2.05 36.55 

22. Tamil Nadu 80.51 20.55 49.97 22.11 130.48 21.12 

23. Tripura 12.53 40.04 0.49 7.47 13.02 34.44 

24. Uttar Pradesh 412.01 31.22 117.88 30.89 529.89 31.15 

25. West Bengal 180.11 31.85 33.38 14.86 213.49 27.02 

26. A & N Island 0.58 20.55 0.24 22.11 0.82 20.99 

27. Chandigarh 0.06 5.75 0.45 5.75 0.51 5.75 

28. Dadra & Nagar Haveli 0.30 17.57 0.03 13.52 0.33 17.14 

29. Daman & Diu 0.01 1.35 0.05 7.52 0.06 4.44 

30. Delhi 0.07 0.40 11.42 9.42 11.49 8.23 

31. Lakshadweep 0.03 9.38 0.08 20.27 0.11 15.60 

32. Pondicherry 0.64 20.55 1.77 22.11 2.41 21.67 

  All India 1932.43 27.09 670.07 23.62 2602.50 26.10 
Notes: 
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
3. Poverty Line of Himachal Pradesh and expenditure distribution of Jammu & Kashmir is used to estimate poverty ratio of 
Jammu & Kashmir. 
4. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
5. Urban Poverty Ratio of Punjab used for both rural and urban poverty of Chandigarh. 
6. Poverty Line of Maharashtra and expenditure distribution of Dadra & Nagar Haveli is used to estimate poverty ratio of Dadra 
& Nagar Haveli. 
7. Poverty Ratio of Goa is used for Daman & Diu. 
8. Poverty Ratio of Kerala is used for Lakshadweep.  



27 
 

Table A9: Number and Percentage of Population Below Poverty Line By States - 2004-05 
(Lakdawala Methodology) 

 

S.No States/UTs 

     Rural     Urban     Total 
No. of 

Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

No. of 
Persons 
(Lakhs) 

 % of  
Persons  

1 Andhra Pradesh 64.70 11.2 61.40 28.0 126.10 15.8 

2 Arunachal Pradesh 1.94 22.3 0.09 3.3 2.03 17.6 

3 Assam 54.50 22.3 1.28 3.3 55.77 19.7 

4 Bihar 336.72 42.1 32.42 34.6 369.15 41.4 

5 Chhattisgarh 71.50 40.8 19.47 41.2 90.96 40.9 

6 Delhi 0.63 6.9 22.30 15.2 22.93 14.7 

7 Goa 0.36 5.4 1.64 21.3 2.01 13.8 

8 Gujarat 63.49 19.1 27.19 13.0 90.69 16.8 

9 Haryana 21.49 13.6 10.60 15.1 32.10 14.0 

10 Himachal Pradesh 6.14 10.7 0.22 3.4 6.36 10.0 

11 Jammu & Kashmir 3.66 4.6 2.19 7.9 5.85 5.4 

12 Jharkhand 103.19 46.3 13.20 20.2 116.39 40.3 

13 Karnataka 75.05 20.8 63.83 32.6 138.89 25.0 

14 Kerala 32.43 13.2 17.17 20.2 49.60 15.0 

15 Madhya Pradesh 175.65 36.9 74.03 42.1 249.68 38.3 

16 Maharashtra 171.13 29.6 146.25 32.2 317.38 30.7 

17 Manipur 3.76 22.3 0.20 3.3 3.95 17.3 

18 Meghalaya 4.36 22.3 0.16 3.3 4.52 18.5 

19 Mizoram 1.02 22.3 0.16 3.3 1.18 12.6 

20 Nagaland 3.87 22.3 0.12 3.3 3.99 19.0 

21 Orissa 151.75 46.8 26.74 44.3 178.49 46.4 

22 Punjab 15.12 9.1 6.50 7.1 21.63 8.4 

23 Rajasthan 87.38 18.7 47.51 32.9 134.89 22.1 

24 Sikkim 1.12 22.3 0.02 3.3 1.14 20.1 

25 Tamil Nadu 76.50 22.8 69.13 22.2 145.62 22.5 

26 Tripura 6.18 22.3 0.20 3.3 6.38 18.9 

27 Uttar Pradesh 473.00 33.4 117.03 30.6 590.03 32.8 

28 Uttarakhand 27.11 40.8 8.85 36.5 35.96 39.6 

29 West Bengal 173.22 28.6 35.14 14.8 208.36 24.7 

30 A & N Islands 0.60 22.9 0.32 22.2 0.92 22.6 

31 Chandigarh 0.08 7.1 0.67 7.1 0.74 7.1 

32 Dadra & N. Haveli 0.68 39.8 0.15 19.1 0.84 33.2 

33 Daman & Diu 0.07 5.4 0.14 21.2 0.21 10.5 

34 Lakshadweep 0.06 13.3 0.06 20.2 0.11 16.0 

35 Pondicherry 0.78 22.9 1.59 22.2 2.37 22.4 

  All-India 2209.24 28.3 807.96 25.7 3017.20 27.5 
 
Notes:  
1. Poverty Ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya, Mizoram, Manipur, Nagaland and Tripura. 
2. Poverty Line of Maharashtra and expenditure distribution of Goa is used to estimate poverty ratio of Goa. 
3. Poverty Ratio of Tamil Nadu is used for Pondicherry and A & N Island. 
4. Urban Poverty Ratio of Punjab used for both rural and urban poverty of Chandigarh. 
5. Poverty Line of Maharashtra and expenditure distribution of Dadra & Nagar Haveli is used to estimate poverty ratio of Dadra 
& Nagar Haveli. 
6. Poverty Ratio of Goa is used for Daman & Diu. 
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Annexure- B 
 
 

Table B1: State specific Poverty Lines 
(Tendulkar Methodology) 

     
            (Rs. per capita per month) 

S.No. States 
Rural Urban 

2004-05 2009-10 2011-12 2004-05 2009-10 2011-12 

1 Andhra Pradesh 433 694 860 563 926 1009 

2 Arunachal Pradesh 547 774 930 618 925 1060 

3 Assam 478 692 828 600 871 1008 

4 Bihar 433 656 778 526 775 923 

5 Chhattisgarh 399 617 738 514 807 849 

6 Delhi 541 748 1145 642 1040 1134 

7 Goa 609 931 1090 671 1025 1134 

8 Gujarat 502 726 932 659 951 1152 

9 Haryana 529 792 1015 626 975 1169 

10 Himachal Pradesh 520 708 913 606 888 1064 

11 Jammu & Kashmir 522 723 891 603 845 988 

12 Jharkhand 405 616 748 531 831 974 

13 Karnataka 418 629 902 588 908 1089 

14 Kerala 537 775 1018 585 831 987 

15 Madhya Pradesh 408 632 771 532 772 897 

16 Maharashtra 485 744 967 632 961 1126 

17 Manipur 578 871 1118 641 955 1170 

18 Meghalaya 503 687 888 746 990 1154 

19 Mizoram 639 850 1066 700 939 1155 

20 Nagaland 687 1017 1270 783 1148 1302 

21 Odisha 408 567 695 497 736 861 

22 Punjab 544 830 1054 643 961 1155 

23 Rajasthan 478 755 905 568 846 1002 

24 Sikkim 532 729 930 742 1035 1226 

25 Tamil Nadu 442 639 880 560 801 937 

26 Tripura 450 663 798 556 783 920 

27 Uttar Pradesh 435 664 768 532 800 941 

28 Uttarakhand 486 720 880 602 899 1082 

29 West Bengal 445 643 783 573 831 981 

30 Puducherry 385 641 1301 506 778 1309 

  All India 447 673 816 579 860 1000 
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Table B2: Number and Percentage of Population Below Poverty Line By States - 2004-05 
(Tendulkar Methodology) 

 

S. 
No.  

States/UTs 

Rural  Urban  Total  

% age of 
Persons 

No. of 
Persons 
(lakhs) 

% age of 
Persons 

No. of 
Persons 
(lakhs) 

% age of 
Persons 

No. of 
Persons 
(lakhs) 

1 Andhra Pradesh 32.3 187.1 23.4 51.3 29.9 238.8 

2 Arunachal Pradesh 33.6 2.9 23.5 0.7 31.1 3.6 

3 Assam 36.4 88.8 21.8 8.4 34.4 97.3 

4 Bihar 55.7 445.1 43.7 40.9 54.4 485.6 

5 Chhattisgarh 55.1 96.5 28.4 13.4 49.4 109.9 

6 Delhi 15.6 1.4 12.9 18.9 13.1 20.4 

7 Goa 28.1 1.9 22.2 1.7 25.0 3.6 

8 Gujarat 39.1 130.1 20.1 41.9 31.8 172.2 

9 Haryana 24.8 39.3 22.4 15.8 24.1 55.1 

10 Himachal Pradesh 25.0 14.3 4.6 0.3 22.9 14.6 

11 Jammu & Kashmir 14.1 11.3 10.4 2.9 13.2 14.2 

12 Jharkhand 51.6 115.1 23.8 15.6 45.3 130.7 

13 Karnataka 37.5 135.0 25.9 50.8 33.4 185.7 

14 Kerala 20.2 49.5 18.4 15.7 19.7 65.0 

15 Madhya Pradesh 53.6 255.3 35.1 61.7 48.6 316.9 

16 Maharashtra 47.9 277.1 25.6 116.1 38.1 393.3 

17 Manipur 39.3 6.6 34.5 2.1 38.0 8.7 

18 Meghalaya 14.0 2.7 24.7 1.2 16.1 3.9 

19 Mizoram 23.0 1.1 7.9 0.4 15.3 1.4 

20 Nagaland 10.0 1.7 4.3 0.2 9.0 1.9 

21 Orissa 60.8 197.3 37.6 22.7 57.2 220.2 

22 Puducherry 22.9 0.8 9.9 0.7 14.1 1.5 

23 Punjab 22.1 36.5 18.7 17.2 20.9 53.8 

24 Rajasthan 35.8 167.2 29.7 42.8 34.4 210.3 

25 Sikkim 31.8 1.6 25.9 0.2 31.1 1.8 

26 Tamil Nadu 37.5 125.6 19.7 61.3 28.9 186.8 

27 Tripura 44.5 12.3 22.5 1.3 40.6 13.7 

28 Uttar Pradesh 42.7 604.7 34.1 130.3 40.9 735.5 

29 Uttarakhand 35.1 23.3 26.2 6.4 32.7 29.7 

30 West Bengal 38.2 231.2 24.4 57.9 34.3 289.1 

  All India 41.8 3266.6 25.7 807.6 37.2 4076.1 
Notes: Population as on 1st March 2005 has been used for estimating number of persons below poverty line. 
(Revised on the basis of 2011 population census)  
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Table B3: Number and Percentage of Population Below Poverty Line By States - 2009-10 
(Tendulkar Methodology) 

S. No.  States 

Rural  Urban  Total  

% age of 
Persons 

No. of 
Persons 
(lakhs) 

% age of 
Persons 

No. of 
Persons 
(lakhs) 

% age 
of 

Persons 

No. of 
Persons 
(lakhs) 

1 Andhra Pradesh 22.8 127.9 17.7 48.7 21.1 176.6 

2 Arunachal Pradesh 26.2 2.7 24.9 0.8 25.9 3.5 

3 Assam 39.9 105.3 26.1 11.2 37.9 116.4 

4 Bihar 55.3 498.7 39.4 44.8 53.5 543.5 

5 Chhattisgarh 56.1 108.3 23.8 13.6 48.7 121.9 

6 Delhi 7.7 0.3 14.4 22.9 14.2 23.3 

7 Goa 11.5 0.6 6.9 0.6 8.7 1.3 

8 Gujarat 26.7 91.6 17.9 44.6 23.0 136.2 

9 Haryana 18.6 30.4 23.0 19.6 20.1 50.0 

10 Himachal Pradesh 9.1 5.6 12.6 0.9 9.5 6.4 

11 Jammu & Kashmir 8.1 7.3 12.8 4.2 9.4 11.5 

12 Jharkhand 41.6 102.2 31.1 24.0 39.1 126.2 

13 Karnataka 26.1 97.4 19.6 44.9 23.6 142.3 

14 Kerala 12.0 21.6 12.1 18.0 12.0 39.6 

15 Madhya Pradesh 42.0 216.9 22.9 44.9 36.7 261.8 

16 Maharashtra 29.5 179.8 18.3 90.9 24.5 270.8 

17 Manipur 47.4 8.8 46.4 3.7 47.1 12.5 

18 Meghalaya 15.3 3.5 24.1 1.4 17.1 4.9 

19 Mizoram 31.1 1.6 11.5 0.6 21.1 2.3 

20 Nagaland 19.3 2.8 25.0 1.4 20.9 4.1 

21 Orissa 39.2 135.5 25.9 17.7 37.0 153.2 

22 Puducherry 0.2 0.01 1.6 0.1 1.2 0.1 

23 Punjab 14.6 25.1 18.1 18.4 15.9 43.5 

24 Rajasthan 26.4 133.8 19.9 33.2 24.8 167.0 

25 Sikkim 15.5 0.7 5.0 0.1 13.1 0.8 

26 Tamil Nadu 21.2 78.3 12.8 43.5 17.1 121.8 

27 Tripura 19.8 5.4 10.0 0.9 17.4 6.3 

28 Uttar Pradesh 39.4 600.6 31.7 137.3 37.7 737.9 

29 Uttarakhand 14.9 10.3 25.2 7.5 18.0 17.9 

30 West Bengal 28.8 177.8 22.0 62.5 26.7 240.3 

31 Andaman & Nicobar Island 0.4 0.01 0.3 0.004 0.4 0.01 

32 Chandigarh 10.3 0.03 9.2 0.9 9.2 1.0 

33 Dadra and Nagar 55.9 1.0 17.7 0.3 39.1 1.3 

34 Daman and Diu 34.2 0.2 33.0 0.5 33.3 0.8 

35 Lakshadweep 22.2 0.03 1.7 0.01 6.8 0.04 

  All India 33.8 2782.1 20.9 764.7 29.8 3546.8 
Notes: 
1. Population as on 1st March 2010 has been used for estimating number of persons below poverty 
line. (interpolated between 2001 and 2011 population census) 
2. Poverty line of Tamil Nadu is used for Andaman and Nicobar Island.  
3. Urban Poverty Line of Punjab is used for both rural and urban areas of Chandigarh. 
4. Poverty Line of Maharashtra is used for Dadra & Nagar Haveli  
5. Poverty line of Goa is used for Daman & Diu.  
6. Poverty Line of Kerala is used for Lakshadweep.  
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Table B4: Number and Percentage of Population Below Poverty Line By States - 2011-12 
(Tendulkar Methodology) 

S.No. States 

Rural Urban Total 

%age of 
Persons 

No. of 
Persons 
(lakhs) 

%age of 
Persons 

No. of 
Persons 
(lakhs) 

%age of 
Persons 

No. of 
Persons 
(lakhs) 

 1 Andhra Pradesh 11.0 61.8 5.8 17.0 9.2 78.8 
 2 Arunachal Pradesh 38.9 4.2 20.3 0.7 34.7 4.9 
 3 Assam 33.9 92.1 20.5 9.2 32.0 101.3 
 4 Bihar 34.1 320.4 31.2 37.8 33.7 358.2 
 5 Chhattisgarh 44.6 88.9 24.8 15.2 39.9 104.1 
 6 Delhi 12.9 0.5 9.8 16.5 9.9 17.0 
 7 Goa 6.8 0.4 4.1 0.4 5.1 0.8 
 8 Gujarat 21.5 75.4 10.1 26.9 16.6 102.2 
 9 Haryana 11.6 19.4 10.3 9.4 11.2 28.8 
 10 Himachal Pradesh 8.5 5.3 4.3 0.3 8.1 5.6 
 11 Jammu & Kashmir 11.5 10.7 7.2 2.5 10.3 13.3 
 12 Jharkhand 40.8 104.1 24.8 20.2 37.0 124.3 
 13 Karnataka 24.5 92.8 15.3 37.0 20.9 129.8 
 14 Kerala 9.1 15.5 5.0 8.5 7.1 23.9 
 15 Madhya Pradesh 35.7 191.0 21.0 43.1 31.6 234.1 
 16 Maharashtra 24.2 150.6 9.1 47.4 17.4 197.9 
 17 Manipur 38.8 7.4 32.6 2.8 36.9 10.2 
 18 Meghalaya 12.5 3.0 9.3 0.6 11.9 3.6 
 19 Mizoram 35.4 1.9 6.4 0.4 20.4 2.3 
 20 Nagaland 19.9 2.8 16.5 1.0 18.9 3.8 
 21 Orissa 35.7 126.1 17.3 12.4 32.6 138.5 
 22 Punjab 7.7 13.4 9.2 9.8 8.3 23.2 
 23 Rajasthan 16.1 84.2 10.7 18.7 14.7 102.9 
 24 Sikkim 9.9 0.4 3.7 0.1 8.2 0.5 
 25 Tamil Nadu 15.8 59.2 6.5 23.4 11.3 82.6 
 26 Tripura 16.5 4.5 7.4 0.8 14.0 5.2 
 27 Uttar Pradesh 30.4 479.4 26.1 118.8 29.4 598.2 
 28 Uttarakhand 11.6 8.2 10.5 3.4 11.3 11.6 
 29 West Bengal 22.5 141.1 14.7 43.8 20.0 185.0 
 30 Puducherry 17.1 0.7 6.3 0.6 9.7 1.2 
 31 A & N Islands 1.6 0.04 0.0 0.0 1.0 0.04 
 32 Chandigarh 1.6 0.004 22.3 2.3 21.8 2.3 
 33 Dadra & Nagar Haveli 62.6 1.2 15.4 0.3 39.3 1.4 
 34 Daman & Diu 0.0 0.0 12.6 0.3 9.9 0.3 
 35 Lakshadweep 0.0 0.0 3.4 0.02 2.8 0.02 
   All India 25.7 2166.6 13.7 531.2 21.9 2697.8 
 Notes: 

1. Population as on 1st March 2012 has been used for estimating number of persons below poverty line. (2011 Census population 
extrapolated) 
2. Poverty line of Tamil Nadu is used for Andaman and Nicobar Island.  
3. Urban Poverty Line of Punjab is used for both rural and urban areas of Chandigarh. 
4. Poverty Line of Maharashtra is used for Dadra & Nagar Haveli  
5. Poverty line of Goa is used for Daman & Diu. 
6. Poverty Line of Kerala is used for Lakshadweep. 
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Chapter 3 

Issues in Poverty Estimation 
 

 

Our review in Chapter 2 of the methodology of estimating the number and proportion of 

poor people in the country recommended by earlier expert groups – from the 1979 Task 

Force (Alagh) through Export Group (Lakdawala) and including Expert Group (Tendulkar) – 

has highlighted a few key issues which need to be resolved before we proceed to spell out 

the methodology recommended by this (Rangarajan) Expert Group. 

 

Poverty Line Basket or PLB: All-India or State-Specific baskets 

3.2 The first question is of the use of a single all-India poverty line (or, rather, a poverty 

line basket or PLB) to derive state – specific, rural-urban basket of goods and services the 

access (or, otherwise) to which separates the poor from the non-poor.  This becomes 

crucial in a continental-sized country such as ours that is marked by significant variability in 

living environment (including, but not limited to, climatic conditions), in dietary patterns 

and preferences and, in prices of goods and services across states and as between rural 

and urban areas even within the same state.  This issue was explicitly raised by Mr. S. Guhan 

(Member, Export Group (Lakdawala) in the context of both, the practice followed by the 

Planning Commission on the adoption of the recommendations of the 1979 Task Force 

(Alagh) as well as the recommendations of the Expert Group (Lakdawala). 

 

3.3 On a careful consideration of this issue, the Expert Group (Lakdawala) came to the 

conclusion that, having decided to accept the minimum living standard for defining 

poverty line   normatively, “it should be applied uniformly to all parts of the country for 

assessing poverty. The commodity basket corresponding to this norm should be 

standardised at the national level and applied to all States.  This is being recommended in 

order to enable comparability across states and overtime”. (GOI, 1993 P.31). This view was 

also implicitly endorsed by the Expert Group (Tendulkar).   

 

3.4 The practice followed by the Planning Commission on the acceptance of the 

recommendations of the 1979 Task Force (Alagh) and Expert Group (Lakdawala), up to 

and until the adoption of the recommendations of the Expert Group (Tendulkar), has been 

to work with two separate poverty line baskets for the rural and urban areas at the all India 

level and deriving State-specific poverty cut-offs by adjustments for price-differentials. On a 

view that “Urban living standard is generally regarded as better than and preferable to its 
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rural counterpart”, the Expert Group (Tendulkar) recommended that the purchasing power 

represented by the MRP-equivalent PCTE (MPCE) underlying the all-India (urban) HCR of 

25.7 percent be taken as the new reference PLB for measuring poverty and made 

available to both the rural and urban population in all the states after correcting for urban-

rural price differentials as well as urban and rural state-relative-to-all-India price 

differentials”.  (GOI, 2009, P.7) 

 

3.5 The Expert Group (Rangarajan) proposes to revert back to the earlier practice of 

having separate all India poverty line baskets for rural and urban areas by reference to 

which the state-level & rural and urban poverty lines will be derived. 

 

Income or Consumption Expenditure 

3.6 It would be clear from the common reference to poverty line basket of goods and 

services in the methodologies of the 1979 Task Force (Alagh) and the Lakdawala and 

Tendulkar Expert Groups that the underlying metric of living standards is consumption 

expenditure rather than incomes of the households. This conscious decision follows from the 

significant difficulties of capturing household incomes through recall-based (typically with a 

30-day reference period) surveys canvased over a moving sample of households. 

 

3.7 These difficulties are particularly sizeable in the case of households with self-

employment as the principal source of income.  In the case of such households, the flow of 

incomes may be staccato – at the time of harvests in the case of agriculture, uneven over 

the year (as in trading) or uncertain (in agriculture). Also, these households may be 

drawing incomes from more than one enterprise where a major proportion of these 

enterprises do not maintain full accounts/balance-sheets.  Consequently, even in the 

absence of will-full under-reporting of incomes, there are serious problems in capturing the 

incomes of self-employed households. As per the NSS 68th Round (2011-12) survey, self-

employed households form 49.8% of all households in rural India and 35.3% percent of all 

urban households. 

 

3.8 In the case of households dependent on wage employment getting a measure of 

their wage incomes is possible from the NSS Employment-Unemployment Surveys.  Even in 

this case, however, households dependent on casual wage labour (accounting for 34.5% 

of rural households and 11.8% of urban households) face considerable intra – year 

variability in income flows from casual labour since they are not assured of employment 
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through the year. This problem is absent in the case of households having regular 

wage/salaries employment as their principal source of income.  However, even in the case 

of these households, problems of capturing their incomes from their non-labour assets 

remain.  

 

3.9 If estimating wage incomes from employment surveys pose the above noted 

problems, capturing both income and expenditure of the households pose even greater 

difficulties. These have been brought out clearly by the NSS Pilot survey on Income and 

Expenditure. Given the length and the complex nature of the survey schedules for the 

Consumer Expenditure and Employment Unemployment Surveys, there are serious 

concerns about respondent fatigue affecting the quality of responses and the resulting 

non-sampling errors. This has prompted the NSSO to discontinue, after the 50th Round 

(1993-94), canvassing both schedules from the same sample households.  They are now 

canvassed over a different set of sample households drawn from the same universe. 

 

3.10 Notwithstanding these problems, the CMIE has carried out a very interesting 

exercise in locating the poor households by reference to their ability or otherwise to have 

at the least a small margin of saving by way of excess of their incomes over their 

consumption expenditure. This provides valuable insights into the dynamic processes 

underlying poverty in India and hence is included in this Report (see annexure 4.1). 

 

Nutrition Norms, Nutrition Content of Food Basket and Nutrition Outcomes: 

3.11 Post the acceptance of the report of the 1979 Task Force (Alagh), the calorie norms 

developed by the Task Force became  the basis of the official all India PLB ,separately for 

the rural and urban populations , and their price- adjusted monetary equivalents became 

the state-level poverty lines on the recommendations of the Expert Group (Lakdawala).  

However, Expert Group (Tendulkar) consciously moved away using calorie norms to derive 

the all India PLB,” In view of the fact that calorie consumption calculated by converting 

the consumed quantities (of food) in the last 30-days as collected by NSS has not been 

found to be well correlated with the nutrition outcomes observed from other specialized 

surveys either over time or across space (i.e. between states or rural and urban areas)”.  

(GOI, 2009, P.1).  This position merits a very careful review. 

 

3.12 Our first comment is a re-iteration of a point clearly spelt out by Expert Group 

(Lakdawala).  We quote, “This way of deriving the poverty line (linked to the calorie norms), 
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while being anchored in a norm of calorie requirement, does not seek to measure the 

nutritional status, and more specifically the incidence of malnourishment or under-

nourishment” (GOI, 1993, p.5).  

  

 3.13 Second, over time there have been significant shifts in consumption patterns (Table 

3.1).  We have a sizeable reduction in the share of food in total expenditure, and, within 

food, a significant reduction in the share of calorie-rich cereals.  

 
Table 3.1: Percentage Share in Consumer Expenditure 

  RURAL 
Item Groups 1993-94 1999-2000 2004-05 2009-10 2011-12 

 1. Share of Cereals, gram & 
Cereal subs in Food Total 

38.8 37.7 33.1 29.7 25.3 

2. Share of Pulses, milk, edible 
oil, Eggs, Meat & fish, Veg and 
fruits in Food Total 

45.4 46.3 50.0 50.9 54.1 

3. Share of Other Food in Food 
Total  

15.8 16.2 17.1 19.4 20.6 

4. Share of Food in Total 
Consumption 

63.2 59.4 55.0 53.6 48.6 

5. Share of Non-Food in Total 
Consumption 

36.8 40.6 45.0 46.4 51.4 

 URBAN 

 1. Share of Cereals, gram & 
Cereal subs in Food Total 

26.1 26.0 24.0 22.6 19.5 

2. Share of Pulses, milk, edible 
oil, Eggs, Meat & fish, Veg and 
fruits in Food Total 

52.7 52.4 53.9 54.5 54.8 

3. Share of Other Food in Food 
Total  

21.2 21.2 22.1 22.9 26.0 

4. Share of Food in Total 
Consumption 

54.7 48.1 42.5 40.7 38.5 

5. Share of Non-Food in Total 
Consumption 

45.3 51.9 57.5 59.3 61.5 

Based on URP estimates except for 1999-200, for which only MRP estimates are available 
Source-NSS Report No. 555 (68/1.0/1), February 2014 

   

3.14 Even the composition of cereal consumption shows a shift from coarse cereals to 

the more expensive source of calories - rice and wheat.  Broadly speaking, there has been 

a shift away from a calorie-intensive diet towards a more diversified food basket richer in 

proteins and fats.  This shift has occurred across expenditure classes.  As has been noted by 
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Deaton and Dreze (Deaton & Dreze , EPW 2009), these shifts in consumption patterns could 

be reflective of lower calorie requirements following the changes in occupational patterns 

towards a more sedentary life style, improvements in access to better sanitation and 

hygiene and general improvements in health status leading to better retention of ingested 

calories and other nutrients. 

 

3.15  This Expert Group (Rangarajan) has re-computed the average requirements of 

calories, fats and proteins on the basis of the 2010 ICMR norms; the age and gender 

distribution of the rural and urban populations as per the 2011 Population Census; and, the 

broad work status distribution as per the 2011-12 Employment Unemployment Survey. The 

revised calorie norms are indeed lower – especially in rural India (see chapter 4 of the 

Report).   

 

3.16 Third, assessing the presence or absence of correlation between the calorie 

content of the average quantity of food consumed in 2011-12 and nutrition status 

outcomes poses several problems: 

(a) the most- recent results of a nationwide survey on the nutrition status of children and 

adults relate to 2005-06 (NFHS-3).  Clearly, there is an urgent need for more current 

data on the nutrition status of the population and updates on the same at regular 

intervals.  This Expert Group (Rangarajan) strongly recommends a regular programme 

of NFHS or NFHS-type nationwide surveys.; and, 

 

(b) in carrying out an assessment of the relationship between the calorie-content of current 

food consumption and nutrition-status outcomes, we need to segregate the nutrition-

status outcomes of children  from that for the adults 

   

3.17 A recent paper by Meenakshi and Viswanathan (Meenakshi and Viswanathan, 

2013) shows that, with the elimination of a few outliers, adult BMI outcomes (as per NFHS 3 

results) and calorie-intake (or, rather the calorie-content of the food items consumed) are 

indeed correlated.  However, the same is not true in respect of nutrition-status outcomes 

for children. 

 

3.18 In interpreting this, and other similar, results in respect of the correlation between 

calorie-intakes and nutrition-status indicators for children, it needs to be stressed that in all 

these studies there are no controls for other significant determinants of nutrition-status of 
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children such as availability, access and utilization of vaccination and immunization 

services by mother and child during the pre and post-natal periods. A recent paper by 

Bhargava et al (Bhargava, et al J. Biosoc.Sci, 2011) brings out the statistically significant 

impact of these factors on different facets of child nutrition status.  Another interesting result 

reported by Bhargava et al is that a rise in the index of diversity of food consumed (in terms 

of number of different food-groups such as cereals, pulses, vegetables, milk, eggs, etc. 

consumed per day) has a statistically significant impact on anaemia among children.  

Seen in this light, the shift in consumption patterns observed across expenditure classes 

towards a more diversified diet would, ceteris paribus, have a favourable impact on child 

nutrition outcomes. More recently, Coffey, Deaton, Dreze, Spears and Tarozzi (EPW, August 

2013) have highlighted the role of what they call the “disease environment” in shaping 

anthropometric outcomes of children in India.   Controlling for all these factors, we can 

reasonably expect a statistically significant contribution of intakes of nutrient intakes 

(including but not limited to Calories) to nutrition outcomes of children in India.   

 

3.19 It is the assessment of this Expert Group (Rangarajan) that a food basket that 

successfully meets the newly worked out nutrition norms in terms of calories and of proteins 

and fats is an essential pre-requisite for satisfactory nutrition-status outcomes.  Here it is 

important to see the calorie norm as a range rather than a single number. As the Expert 

Group (Lakdawala) pointedly notes,” differences in energy requirements due to climatic 

variations, the role of inter- and intra-individual differences in the efficiency of utilization of 

food intake and variations in food preferences have to be explicitly taken into account”. 

(GOI 1993. p.31). It also draws attention to the divergence of opinion among experts “ on 

(a) the validity of prescribing a unique calorie norm for a given age/sex/occupation 

category and (b) the margin within which individuals can adapt, without adverse impact 

on health or activity status, to variations in intake around the norm” (ibid). 

 

3.20 It is also the assessment of this Expert Group (Rangarajan) that, when taken in 

conjunction with the full range of policies and programmes for child nutrition support and 

other initiatives in the area of vaccination and immunization for mother and child and of 

committed delivery by the Government of essential public goods and services (such as 

sanitation, hygiene and safe drinking water) that shape  what Coffey et.al call  the disease 

environment, the normative food basket defined above does offer a basis  for optimism on 

associated nutrition-status outcomes. Needless to say, these nutrition-status outcomes will 

materialise with a lag rather than contemporaneously. 
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Comparison of NSS and NAS Estimates of Household Consumption Expenditure 

3.21 Like most of the countries, Indian statistical system is endowed with two parallel 

estimates of private consumption. These are: 

(a) National Sample Survey (NSS) estimates, which comes from the household consumer 

expenditure survey and yields class distribution of consumption by sectors (rural and urban) 

and by regions (states, and sub-state level such as NSS regions, which are formed by 

grouping contiguous districts similar in density of population and cropping pattern). 

(b) National Accounts Statistics (NAS) estimates, originating from the Central Statistical 

Office (CSO). It yields a scalar value of consumption for the nation as a whole, with no 

disaggregation by region or class (except by broad commodity groups). 

 

3.22 These two estimates of consumption (NSS and NAS) do not match in any country; 

India is no exception. What is alarming in India is that the difference between the NSS and 

the NAS consumption is widening overtime. For example, the difference was less than 10% 

in the late 1970s; it rose to 50% in 2004-05. At the aggregate level, the NAS consumption has 

always been more than the NSS consumption. 

 

3.23 Since the NAS consumption is greater than the NSS consumption, and if the latter is 

raised pro-rata by region and expenditure groups of the population, the poverty ratio after 

such adjustment would turn out to be lower than what would have been estimated from 

the NSS consumption data without such adjustment.  

 

3.24 The Task Force (Alagh) recommended the adjustment of NSS consumption to the 

levels of NAS consumption at the national level to estimate poverty. It was necessary for 

using poverty as a parameter in the medium- and long-term consistency plan models. To 

ensure that the macro-economic variables used in the plan model are consistent, the 

consumption used there has to be from the NAS. Also, the NSS and NAS consumption did 

not differ much in those days. The difference between the then two as mentioned above 

was less than ten per cent.  

 

3.25 Using the Task Force (Alagh) methodology, the Planning Commission estimated 

poverty after adjusting the NSS consumption distribution (obtained from the consumer 

expenditure survey) in regions such as rural and urban, and within each region between 

different States and Union Territories and for each of these by the different expenditure 
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groups of the population, pro-rata by the difference between the two consumption 

estimates, i.e., the NAS and the NSS.  

 

3.26 The Planning Commission gave up the adjustment of the NSS consumption following 

the recommendations of the Expert Group (Lakdawala) in March 1997. When the Expert 

Group (Lakdawala) took this decision, the difference between the NSS and NAS 

consumption touched forty per cent. This made the methodology of poverty estimation by 

the Planning Commission relying exclusively on the NSS consumption. Subsequently, the 

Expert Group (Tendulkar) also relied exclusively on the NSS consumption to estimate 

poverty. The present methodology of poverty estimation by the Planning Commission 

therefore, does not take cognisance of the NAS consumption and relies exclusively on the 

NSS consumption. 

 

3.27 As will be clear from the above, this issue is not new. It has again gained salience 

due to a widening of the gap between the two estimates and an examination of “the issue 

of divergence between consumption estimates based on the NSSO methodology and 

those emerging from the National Accounts aggregates” is an explicit part of the TOR for 

this Expert Group (Rangarajan). The divergence between NSS and NAS estimates of private 

consumption expenditure from 1972-73 to 2009-10 is given below in Table 3.2. 
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Table 3.2: Divergence between the NSS and NAS estimates of  

private consumption expenditure 

(Rs. Crores) 

Year Source Food Non-food Total 

1972-73 NSS 23420 9790 33210 

(1970-71 base) NAS 23379 11752 35131 

% difference of NSS from NAS 0.18 -16.7 -5.47 

1977-78 NSS 36500 20030 56530 

(1970-71 base) NAS 39801 23282 63083 

 % difference of NSS from NAS -8.29 -13.97 -10.39 

1983-84 NSS 69735 39996 109731 

(1980-81 base) NAS 85613 60471 146084 

% difference of NSS from NAS -18.55 -33.86 -24.88 

1987-88 NSS 106205 67560 173765 

(1980-81 base) NAS 122805 101256 224061 

% difference of NSS from NAS -13.52 -33.28 -22.45 

1993-94 NSS 224066 131704 355770 

(1993-94 base) NAS 315243 259529 574772 

% difference of NSS from NAS -28.92 -49.25 -38.1 

1999-00 NSS 393126 323265 716391 

(1993-94 base) NAS 652627 618929 1271556 

% difference of NSS from NAS -39.76 -47.77 -43.66 

1999-00 NSS 410918 305473 716391 

(1999-00 base) NAS 647011 610530 1257541 

% difference of NSS from NAS -36.49 -49.97 -43.03 

2004-05 (URP) NSS 481189 450226 931415 

(1999-00 base) NAS 742609 1131120 1873729 

% difference of NSS from NAS -35.2 -60.2 -50.29 

2004-05 (MRP) NSS 481189 485204 966393 

(1999-00 base) NAS 742609 1131120 1873729 

% difference of NSS from NAS -35.2 -57.1 -48.42 

2004-05 (URP) NSS 481189 450226 931415 

(2004-05 base) NAS 769500 1156092 1925592 

% difference of NSS from NAS -37.5 -61.1 -51.63 

2004-05 (MRP) NSS 481189 485204 966393 

(2004-05 base) NAS 769500 1156092 1925592 

% difference of NSS from NAS -37.5 -58.0 -49.81 

2009-10(URP sch type 1) NSS 835316 1011890 1847206 

(2004-05 base) NAS 1372064 2423837 3795901 

% difference of NSS from NAS -39.1 -58.3 -51.34 

2009-10(MRP sch type 1) NSS 760162 1142154 1902316 

(2004-05 base) NAS 1372064 2423837 3795901 

% difference of NSS from NAS -44.6 -52.9 -49.88 

2009-10(MMRP sch type 2) NSS 1017817 1040111 2057928 

(2004-05 base) NAS 1372064 2423837 3795901 

% difference of NSS from NAS -25.8 -57.1 -45.8 
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3.28 A number of studies have been conducted in the past by academicians, (Minhas 

(1988); Minhas and Kansal (1989), and Sundaram and Tendulkar (2003) to cite a few), and, 

by officials of the National Accounts Division of the Central Statistical Organisation (CSO), 

MOSPI. Reviewing the studies by Minhas et al, Expert Group (Lakdawala) came to the 

considered judgement that “it is indeed hazardous to carry out pro-rata adjustment in the 

size distribution of consumer expenditure in a particular NSS round by multiplying it with a 

scalar derived from the ratio between the NAS estimate of the aggregate private 

consumption for the nearest financial year and the total NSS expenditure available from 

that particular NSS round “. (GOI 1993, p 12) 

 

3.29 The Expert Group (Lakdawala) also drew attention to the need for adjusting for 

differences in: 

i) coverage (NAS estimates include the expenditure incurred by Non-Profit Institutions 

Serving Households (NPISH) on goods and services provided to households as social 

transfers in kind which do not form part of consumption expenditure by households 

captured by NSS surveys); 

 

ii)  time- periods with July-June agricultural production taken as the output base for 

NAS estimates for the financial year April-May. If there are significant differences in 

agricultural output in the April-June quarter of two successive years, this would affect the 

NAS-NSS comparison; 

 

iii) classification schemes used in the two sets of estimates; and, 

 

iv) implicit-prices underlying the two set of estimates. 

 

3.30 In articulating its reasoning for preferring the use of NSS estimates without any scalar 

adjustments over the NAS estimates, the Expert Group (Lakdawala) noted that “The NAS 

estimate of private consumption is derived as a residual by deducting from estimated 

production of the various goods and services (adjusted for foreign trade the estimated use 

for capital formation and public consumption. Apart from lack of reliable direct data on 

production for a sizeable segment of the economy, the adjustments for uses other than 

private consumption are based on scanty data, often of the distant past and subjective 

judgements….” (GOI, p 13). 
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3.31 A few points on the above are in order.  First, a recent (November 2013) meeting of 

the Committee on Private Final Expenditure (under the Chairmanship of Prof. A.K.Adhikari) 

set up by the National Accounts Advisory Committee notes as follows: “The Committee 

looked into the existing rates and ratios being used in estimation of PFCE in agriculture, 

manufacturing and service sectors commodities. It noted that many rates and ratios in use 

are quite old”. 

 

3.32 Finally, an exercise that adjusts agricultural produce for the Financial Year and uses 

updated IO rates including Trade Transport margins and taxes reduces the difference 

between the NAS and NSS estimates for 2009-10 from 25.8 per cent to 23.3 percent for 

food; from 57.1 to 52.2 percent for non-food and from 45.8 percent to 41.2 percent in the 

aggregate (Table 3.3). 

 

Table 3.3: Divergence between the NSS and NAS estimates of consumption 

expenditure after adjustments (Rs. Crore) 

 

Year Source Food Non-food Total 

2009-10(MMRP sch type 2) NSS-unadjusted 1017817 1040111 2057928 

(2004-05 base) NAS-unadjusted 1372064 2423837 3795901 

% difference -25.8 -57.1 -45.8 

2009-10(MMRP sch type 2) NSS-unadjusted 1017817 1040111 2057928 

  NAS-Adjusted 1327745 2174669 3502414 

% difference -23.3 -52.2 -41.2 

2009-10(MMRP sch type 2) NSS-adjusted 1017817 1347621 2365438 

  NAS-Adjusted 1327745 2174669 3502414 

% difference -23.3 -38.0 -32.5 

 

 

3.33 There is one other major adjustment in the NAS estimates that needs to be made for 

valid comparisons between these estimates and the NSS based estimates. In respect of 

non-food expenditure the Financial Intermediation Services Indirectly Measures (FISIM), Life 

Insurance Premium (together totalling 131844 crores) and Imputed Gross Rental (over 

175666 crores) are part of NAS estimates with no counterpart estimates in NSS Consumer 

Expenditure Surveys. An adjustment for this factor reduces the divergence between these 

two estimates from 52.2 percent to 38.0 percent for non-food and from 41.2 percent to 32.5 

percent overall.  
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3.34 This order of divergence between the two sets of estimates is still very large and 

deserves further scrutiny. In respect of expenditure on Food, analysis at the item-group level 

shows that NSS-estimates are higher for Pulses and Products, Edible Oils and Non-Alcoholic 

Beverages (Tea). Four item-groups – Sugar and Gur; Milk and Milk Products; Meat, Eggs and 

Fish; Fruits and Vegetables - taken together account for more than the total excess of NAS - 

over - NSS estimates for Food as a group. 

 

3.35 Sugar and Gur has always been problematic. Apart from non-recorded cross-

border exports (see Minhas et al reference earlier), rates and ratios being used for feed, 

marketed surplus, wastage, etc. in the case of Gur has been flagged for review by the 

Adhikari Committee (2013). The same is true for ‘Fish Curing’ and for Fish, Inland and 

Marine. 

 

3.36 Currently, in NSS Consumer Expenditure surveys, even as the expenditures on Meat, 

Egg and Fish, Edible Oils and Fruits and Vegetables are canvassed on a 7-day reference 

period, expenditure on Milk and Milk Products continue to be canvassed on a 30-day 

reference period.  This issue needs to be re-visited in the experimental designs now under 

consideration. 

 

3.37 In respect of non-food expenditures, education, sports and athletics goods and 

recreation and cultural services, as well as, fuel, show an excess of NSS-estimates over their 

NAS counterparts. The case of education (and culture and recreation) is interesting from 

two perspectives.  

 

3.38 First, as per the findings of a recent survey of Non-Profit Institutions, the total output 

of NPIs (included as part of NAS-estimates) measured nearly 23 percent of the NAS-

estimate of PFCE in education and 79 percent of NAS –estimate of PFCE in Culture and 

Recreation. Adjusting for this would make the excess of NSS estimates over their NAS 

counterparts even larger. 

 

3.39 Secondly, a comparative analysis of per capita expenditure education emerging 

from the NSS 64th Round (2007-08) Survey on Education and from the traditional Consumer 

Expenditure Survey for the same 64th Round, shows that the former estimates are 

significantly higher. An upward adjustment of the NSS estimates for expenditure on 
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education on this account would further increase the excess of these estimates over their 

NAS counterpart 

 

3.40 The NAS estimates for medical care and health services are based on projections 

based on note health accounts based on the NSS 60th Round focused survey on expenses 

on health care – rather than current estimates for the later years. It needs to be noted that 

included in the NAS estimates of PFCE in healthcare are expenditures by non-household 

players such as Insurance companies and ESI etc. 

 

3.41 The case of education and medical and health services points to an urgent need 

for specialized Surveys by NSSO covering the full range of publicly provided services under 

the rubric of Social Consumption Surveys. This Expert Group recommends periodic social 

consumption surveys-preferably, in very close proximity to the Consumer Expenditure 

Surveys. 

 

3.42 Significant contributors to the sizeable excess of the NAS over the NSS-estimates 

include Furniture, Furnishings, Appliances and Transport Equipment and Operational Cost 

and Transport Services - chiefly, under the rubric “Bus Including Tramways”.  From the 

perspective of measurement of poverty, the impact of possible inadequate capture of 

expenditures on transport equipment and operational cost in the NSS survey may be 

expected to be less than of inadequate capture in NSS surveys of the expenditure on “Bus 

Including Tramways”. In many of these cases of NAS-estimates of non-food expenditures 

significantly exceeding the corresponding NSS–estimates this   may be reflective   of 

possible non-sampling errors arising from the fact that the expenditures are canvassed 

towards the end of a very long schedule.  Experiments with alternative designs of CES need 

to be carried out urgently. 

    

3.43 The above analysis has shown that: 

 

i) A part of the divergence between the NSS & the NAS estimates is purely notional 

in that the latter includes consumption by NPISH, FISIM, and Imputed Rentals on 

owner-occupied dwellings for which there can be no NSS- counterpart; 

ii)  At the item-group- level, the differences are bi-directional; and, 

iii) There are infirmities in both sets of estimates. 
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3.44 In view of the foregoing, this Expert Group (Rangarajan) will continue with the 

current practice—initiated by the Expert Group (Lakdawala) and continued by the Expert 

Group (Tendulkar)—of estimating poverty in India solely by reference to the size-distribution 

of private consumer expenditure based on the NSSO methodology.    

 

Adjusting Poverty Lines for Spatial and Inter-temporal Variations in Prices: Evolution of the 

Methodology 

3.45 In implementing the 1979 Task Force (Alagh), the Planning Commission used a 

single common all-India poverty line for all the States—albeit separate ones for the Rural 

and the Urban populations. For adjusting the all-India poverty lines for price-inflation over 

time the Wholesale Price Index (WPI, for short) was used to adjust both the rural and the 

urban poverty lines.  This posed the obvious problem that the WPI had a substantial 

weightage for items that were not of the consumption basket of the households.  

Subsequently, the Planning Commission   used   the implicit deflator underlying the current 

and the constant price values of PFCE in the National Accounts.  This, too,   did not provide 

separate indicators for the rural and    the urban populations. 

 

3.46 The Expert Group (Lakdawala) made some key changes. First, using State-relative-

to-all-India Fisher Price Indices computed by Chatterji and Bhattacharya (1974) for Rural 

areas and the Minhas et.al (1988) estimates for urban India, State- specific poverty lines 

corresponding to the Task Force all-India poverty lines were derived. Secondly, State-

specific poverty lines were up-dated by reference to re-weighted Consumer Price 

Indices—of Agricultural labourers for rural areas and of Industrial workers for urban areas). 

This re-weighting raised the weightage of the FOOD COMPONENT OF THE RELEVANT 

INDICES to correspond to the share of food in the consumption basket of those around the 

poverty line at the all-India level. Finally, the price- updated all-India Poverty lines were 

derived indirectly by reference to the population-weighted average of the State-level 

poverty ratios and the all-India size-distribution of Consumer Expenditure. 

 

3.47  The changes in consumption patterns discussed earlier posed two sets of problems 

for the Expert Group (Lakdawala) methodology outlined above (See Deaton (2008)). First, 

the reduction in the share of cereals in total food expenditure to levels well-below those 

implicit in the Food component of the Consumer price indices affected the ability of the 

price index to capture food inflation adequately when prices of non-cereal food items rose 

faster than Cereal prices. Second, the  fall in the share of Food in total consumption to 

levels significantly below the elevated weightage assigned in the Expert Group ( 
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Lakdawala) methodology, implied that the true inflation faced by those around the 

poverty line may be higher( lower) depending on whether non-food inflation was higher ( 

lower) than food inflation . 

   

 3.48 In the face of changing consumption patterns, any Consumer Price Index with fixed 

base-year weights, will not be able to capture the true inflation faced by the population. 

Recognising this, the Expert Group (Tendulkar) decided to work with Fisher price indices 

specifically estimated both for deriving State-specific poverty lines given the all-India 

(Urban) poverty line and for updating the same over time. The procedure for deriving the 

price-updated all-India poverty lines—given the updated State-specific poverty lines—

remained the same as that in the Expert Group (Lakdawala) methodology. The underlying 

price-relatives were provided by a combination of Unit Values emerging from the NSS 

Consumer Expenditure Surveys and the price-relatives underlying the available Consumer 

Price Indices. While the weighting diagrams for the State vs all-India exercise was provided 

by the average budget shares of the rural (urban) populations of the State under 

reference and all- India. For the inter-temporal State-specific Fisher Indices, the weighting 

diagrams for the base and the terminal years were provided by the consumption patterns 

of the rural (urban) populations around the (State-specific) poverty lines.  

   

3.49  The implications of the above review of the methodology for adjusting for price-

differences across space and price-inflation time for adjusting the poverty lines developed 

by this Expert Group (Rangarajan) will be taken up in Chapter 4.  

 

Public Expenditure on Social Services and Their Impact on Poverty 

3.50 In the seven-year period 20045-05 to 2011-12, public expenditures on Education 

and Health per- capita  at constant 2004-05 prices have nearly doubled with an implied 

CAGR of close to 10 percent per annum (Table 3.4). Given that these services are, 

typically, provided at heavily subsidized prices - if not given free, the reported private 

expenditures as captured in the NSS Consumer Expenditure Surveys on them would be 

lower than their true value. To that extent, this component of the Poverty Line Basket will 

carry a lower monetary value relative to the true value of these services to the households 

at that threshold. However, in the absence of data on the distribution of the public 

expenditures on these Social Services by size-class of private consumption expenditure, 

they can-not be factored into either the construction of the poverty line or in the 

assessment of their impact on measured poverty. 
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3.51 Parenthetically, we may note that, in terms of lowering the true value of private 

consumption expenditure, access by households to PDS has an impact similar to that of 

access of households to subsidized services in education and health. However, in the case 

of PDS, we do have information on the MPCE of households using PDS and the quantities of 

grains etc. bought. One could, therefore, analyse the impact of PDS on Measured poverty 

(Himanshu and Abhijit Sen) 

 

Table 3.4: Per Capita Per Month Public Expenditure 

at Constant Prices (2004-05) 

Year Education Health 

2004-05 78 20 

2005-06 90 25 

2006-07 85 26 

2007-08 95 27 

2008-09 101 28 

2009-10 129 32 

2010-11 146 36 

2011-12 157 38 

 

Methodology of Poverty Estimation in Other Countries 

3.52 The Expert Group (Rangarajan) deliberated on the methodology of poverty 

estimation employed in other countries, both developing and developed. Most of the 

developing countries use consumption basket linked to balanced diet as the poverty cut-off 

point. Developed countries generally use the concept of relative poverty and in some 

countries the poverty line is defined as an exogenously set proportion of mean or median 

income of the population.  

 

3.53 The concept of relative poverty is more readily applicable to economies where the 

average levels of living are high and when it is applied by reference to incomes which 

exhibit greater inequality than consumer expenditure. As can be seen from Table 3.5 and 

Table 3.6, the proportion of population with consumption as a pre-determined fraction of 

the median remains largely invariant over time. 
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 Table 3.5: Percentage of Persons below Different Levels of Median  

Per Capita Consumer Expenditure in Rural Areas 

 2004-05 

(NSS 61st 

Round) 

2009-10 

(NSS 66th  

Round) 

2011-12 

(NSS 68th  

Round) 

1. 0.5 of Median 3.5 3.9 4.2 

2. 0.6 of Median 9.4 10.1 10.4 

3. 0.7 of Median 18.6 19.0 19.4 

4. 0.8 of Median 29.4 29.3 29.9 

5. 0.9 of Median 40.0 40.0 40.4 

6. 1.0 of Median 50.0 50.0 50.0 

7. 1.1 of Median 58.6 58.7 57.9 

8. 1.2 of Median 65.8 66.0 64.8 

9. 1.3 of Median 72.0 71.9 70.7 
N.B.: The estimates are derived from MRP-consumption distribution.  

 

 

Table 3.6: Percentage of Persons below Different Levels of Median  

Per Capita Consumer Expenditure in Urban Areas 

 2004-05 

(NSS 61st 

Round) 

2009-10 

(NSS 66th  

Round) 

2011-12 

(NSS 68th  

Round) 

1. 0.5 of Median 9.6 10.4 10.9 

2. 0.6 of Median 18.1 18.9 18.9 

3. 0.7 of Median 26.7 27.9 27.4 

4. 0.8 of Median 35.4 35.9 35.6 

5. 0.9 of Median 43.1 43.2 43.2 

6. 1.0 of Median 50.0 50.0 50.0 

7. 1.1 of Median 55.7 55.9 56.3 

8. 1.2 of Median 60.8 60.7 61.6 

9. 1.3 of Median 65.7 65.2 66.4 
N.B.: Same as in Table 3.3. 

 

3.54 It is however possible to define the absolute poverty line basket of goods and 

services, or components thereof, by reference to the consumption pattern of households 

located in the median expenditure class. The same can also be done by reference to any 

MPCE-class defined as a fraction of the median expenditure. For estimating poverty in other 

years, of course, the reference to the median (or a fraction thereof) is purely incidental and 

only the chosen Poverty Line Basket remains relevant.   

  

Poverty Estimates by the World Bank 

3.55 The World Bank estimates the incidence of poverty in its member countries at regular 

intervals. The approach of poverty estimation by the World Bank is similar to those employed 

in India and in most of the developing countries. The World Bank estimates of poverty are 

based on the poverty line of US $1.25 per person per day measured at 2005 international 
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price and adjusted to local currency using PPP (Purchasing Power Parity) conversion factor 

computed in the World Bank.  The international poverty line is worked out as the average of 

national poverty lines in poorest fifteen countries (in terms of consumption per capita) using 

2005 ICP (International Comparison Programme) data.  

 

3.56 The poverty estimates made by the World Bank are based on same poverty line for 

all its member countries. In contrast, the Planning Commission methodology uses state-

specific and also region-specific (rural and urban) poverty lines. Therefore, these poverty 

lines capture the regional prices more precisely. The methodology of poverty estimation by 

the World Bank does not allow for cost of living differential within countries and it also does 

not distinguish between transient and chronic poverty, which is critical in devising the 

strategy for poverty alleviation, particularly in the low income developing countries. In terms 

of the latest set of PPP-values (World Bank,2014),  the national poverty line of the Planning 

Commission for 2011-12, after adjusting it to Indian currency using PPP conversion factor is $ 

1.94 a  day.  

 

3.57 Reviewing the method of estimation of poverty in other countries, the Expert Group 

(Rangarajan) arrived at the conclusion that neither their methodological nor procedural 

aspects are superior to what is being used in India at present. The estimates of poverty in 

India are based on a methodology which stands far apart for it is able to measure the 

incidence of poverty by capturing the demographic pattern and consumer behaviour 

separately in rural and urban areas and also by capturing the state-wise variation in the 

prices of goods and services. 

 

Non-Income Dimension of Poverty 

3.58 The very first of the Terms of Reference (TOR) for this Expert Group (Rangarajan) 

requires the Group to examine, inter-alia “whether the poverty line should be fixed solely in 

terms of consumption basket or whether other criteria are also relevant and, if so, whether 

the two can be effectively combined to evolve a basis for estimation of poverty, rural and 

urban areas.” 

 

3.59 The search for “other criteria” possibly stems from  a view that, in terms of the 

capabilities approach to the concept and measurement of poverty, some of these 

‘capabilities’, or, rather, the lack thereof may not be tightly linked to the privately purchased 

consumption basket in terms of which the poverty lines are currently drawn. A few such key 
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capabilities are; (i) to be (at least minimally) educated; (ii) to escape avoidable diseases; 

and (iii) to be adequately sheltered. 

 

3.60 In the area of education, for example, the observed outcome, in terms of, say, the 

proportion of illiterates in the adult population, would primarily reflect the cumulative impact 

of past provisioning of public services and private decisions to avail of these services and to 

utilise a part of private purchasing power for the same and for essential complementary 

goods and services. Even as we accept this position, it is important to stress that current 

expenditure on education, both, private and public are extremely important as they do 

shape the educational outcomes for today’s children. A reasonable provisioning for this in 

our definition of poverty line is an important first step. 

 

3.61 In respect of the capability to “escape avoidable diseases’, morbidity and mortality 

may be expected to be more closely associated with availability and access to safe 

drinking water, sewage and sanitation facilities rather than the money value of the privately 

purchased consumption basket. Similarly, the capability to be adequately sheltered will be 

defined by the key characteristics of housing structures and housing amenities which may 

be weakly correlated (if at all) with levels of private consumption expenditure.  

 

3.62 Seen from the ‘capability’ perspective outlined above, the elements of “other 

criteria” would, perhaps, be an amalgam of some outcome indicators in the area of 

education and health: input indicators for a range of public goods and services; and some 

characteristics of housing structures and amenities. These are also listed as components of a 

so-called “Multi-dimensional” measure of poverty. (See for example a recent paper by 

OPHDI).  

 

3.63 These Indicators/Measures raise several issues regarding their measurability, 

aggregation across indicators, and, crucially, of data bases that provide the requisite 

information at reasonably short intervals. These need to be considered and evaluated 

carefully.  

 

3.64 As regards measurability, mortality indicators, as probabilistic measure are 

appropriately defined only for population groups rather for individual households. ( seen 

from this perspective, the child mortality indicator used in the OPHDI-study does appear to 

be problematic).As for morbidity, self-reported episodes of illness captured by NSS Morbidity 
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Surveys could be seriously misleading and out of alignment with mortality indicators for the 

same population group.  

 

3.65 Consider next the issue of aggregation. To be aggregable, in principle, the indicators 

must be independent of one another: access to safe drinking water, for example, cannot 

be aggregated with indicators, of, say, child mortality. Second, even in respect of 

independent indicators, analytically appropriate rules of aggregation require that all of 

them relate to the same household. It is this factor that dictated the choice of NFHS-3 (2005-

06) as the data base for OPHDI-study, which, in turn, dictated the choice of the indicators 

used in the study. This would hardly be appropriate for an index for the present day. More 

generally, this requirement poses several data constraints. For example, Decennial Censuses 

provide valuable information on access of households to a range of housing amenities- 

water, electricity- and about the materials used for the floor, the walls and the roof of 

structures that house the population. Besides the obvious issues of periodicity (once in ten 

years), this information cannot be combined with those from NSS surveys on social 

consumption (on access to publicly provided good and services) or the NSS Employment-

Unemployment Surveys that capture school attendance of children and educational 

outcome for all.  

 

3.66 Most importantly, the fact that the data sources listed above, and, the same holds 

good for the data collected under the SECC-2011 as well, cannot be combined with the 

Consumer Expenditure surveys- the data base for poverty line defined in terms of 

consumption basket-as they relate to different sets of household, also rules out combining it 

with indicators based on “other Criteria” as proposed in the TOR.    

 

Poverty Ratio for Eligibility and Entitlements under poverty alleviation programmes  

3.67 At present, substantial amount of investment of the Department of Rural 

Development, which are meant for income generation of the poor do not go through the 

BPL regimentation. In fact, as much as ninety two per cent of the funds flowing to the rural 

areas through the of Department of Rural Development do not require the BPL list since 

these programmes are no longer exclusively for the poor, and are universalized. For 

example, the wage employment programme Mahatma Gandhi National Rural Employment 

Guarantee Act (MGNREGA), by far the single most important programme for the poor is not 

exclusively for the poor; it is universalized. The MGNREGA do not need a BPL list since both 

the poor and the non-poor access the employment equally.  
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3.68 Till last year, TPDS was one of the important programmes linked to poverty ratio. Now, 

the Government has embarked on a large-scale food security programme for its citizens by 

bringing in two-third of the country’s population (three-fourth of the rural population and half 

of the urban population) under its cover. In both rural and urban areas, therefore, poverty is 

no longer the criterion to access food from the public distribution system. But, the food 

security programme makes it imperative to draw up a list of households, from which it could 

be possible to identify the bottom 75% of the rural households and bottom 50% of the urban 

households. Therefore, BPL list in some form retain not only its relevance, but seem to gain in 

importance due to the supply of highly subsidized food grains to ensure food security. 

 

3.69 The National Rural Livelihood Mission (NRLM), which is a self-employment programme 

for rural poor, Indira Awas Yojana (IAY), the housing programme in rural areas and National 

Old Age Pension Scheme (NOAPS), a welfare programme for rural poor are the three 

programmes that remain target-group oriented (i.e. for the poor only) and require the BPL 

list. But, these programmes have other criteria for selection of beneficiaries. For example, 

homelessness is used as a criterion to select and prioritize the poor families in IAY. NRLM is a 

self-help group movement based scheme. NOAPS has other pre-requisites such as minimum 

age. 

 

3.70 The Expert Group (Rangarajan) deliberated on the issue of use of poverty ratio for 

determining the eligibility and entitlements for a wide range of poverty alleviation 

programmes and social welfare schemes implemented by various Ministries and 

Departments of the Government of India in association with the State Governments.  

 

3.71 The Group recommends that the beneficiaries under target group oriented schemes 

of the Government may be selected from the deprivation-specific ranking of households. 

Such ranking of households could be generated for a large number of indicators 

representing deprivation and levels of living for which the information has been gathered at 

the household and individual level in the SECC-2011and population census. The 

beneficiaries could be selected from this set of households until the resources earmarked for 

the programme/scheme permit. Poverty ratio of Planning Commission can play an 

important role in deciding allocation of resources among States. The Ministries and 

Departments in association with the State Governments may draw the guidelines for 

defining the beneficiaries for their programmes. The process could be similar in rural and 

urban areas. 
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Chapter 4 

The Suggested Methodology for Measurement of Poverty 

 

 

Real incomes and real consumption have grown at a significantly faster pace between 

2004-05 and 2011-12 than during any comparable period since the early 1950’s.  Over this 

period, aggregate GDP and per capita GDP (both at constant 2004-05 prices) grew at an 

annual average rate of 8.5 and 6.9 percent.  Also over this period, real private per capita 

consumption grew at a compound Annual Growth Rate of 2.9 and 3.4 percent, 

respectively, in rural and urban India.  Along-side, significant changes have occurred in the 

composition of private consumption expenditure: a reduction in the share of food, of food 

grains within food and of cereals within food grains. 

 

4.2 It is against this background that this Expert Group (Rangarajan) has to define its 

methodology for drawing up the poverty line and the measurement of poverty.  This 

involves determining the poverty line basket of goods and services and the associated 

level of monthly per capita (total) private consumption expenditure as captured by the 

NSS Consumer Expenditure Surveys.  Prior to that, we need to resolve the issue of choice 

among three alternative reference (recall) periods for which the NSS Surveys provide 

estimates of private consumption expenditure. 

  

Choice of Recall Period 

4.3 Three estimates of consumption along with its regional and class distribution are 

presently available from the NSSO depending upon the recall (reference) period of data 

collection. These are: (a) Uniform Recall Period (URP), (b) Mixed Recall Period (MRP) since 

1993-94, and (c) Modified Mixed Recall Period (MMRP) for 2009-10 and 2011-12.  

 

4.4 In the Uniform Recall Period (URP), the consumption expenditure data are 

collected using 30-day recall period for all the items.  

 

4.5 In the Mixed Recall Period (MRP), the consumption expenditure data are collected 

using 365-day recall period for five non-food items and 30-day recall period for remaining 

items.  
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4.6 In the Modified Mixed Recall Period (MMRP), the consumer expenditure data is 

gathered from the households using the recall period of: (a) 365-days for clothing, 

footwear, education, institutional medical care, and durable goods, (b) 7-days for edible 

oil, egg, fish and meat, vegetables, fruits, spices, beverages, refreshments, processed food, 

pan, tobacco and intoxicants, and (c) 30-days for the remaining food items, fuel and light, 

miscellaneous goods and services including non-institutional medical; rents and taxes. 

 

4.7 Experts are of the view that the mix of reference periods for different items 

underlying the MMRP -estimates may be expected to yield estimates that are closer to 

their “true value”.  (See, NSSO Expert Group on Non-Sampling Errors in Deaton & Kozel, 

(2005)). Our discussions in Chapter 3 on the divergence between the NAS and the NSS 

estimates of private consumer expenditure also showed that the differences between the 

two estimates were lower with NSS estimates based on MMRP.  Further, in all future NSS 

Consumer Expenditure Surveys only the MMRP estimates will be available. 

 

4.8 All three factors listed above made the choice of recall periods in favour of  MMRP 

by the Expert Group ( Rangarajan)  both obvious and inevitable despite the  fact that it 

automatically implies that deriving poverty estimates using MMRP distribution is not possible 

for all years prior to 2009-10. 

 

The New Poverty Line Basket 

4.9 In defining the new consumption basket separating the poor from the rest, the 

Expert Group (Rangarajan) is of the considered view that it should contain a food 

component that addresses the capability to be adequately nourished as well as some 

normative level of consumption expenditure for essential non-food item groups (Education, 

clothing, conveyance and house rent) besides a residual set of behaviorally determined 

non-food expenditure.   

 

4.10 As a first step towards defining the food component of the poverty line basket, the 

Expert Group (Rangarajan) has recomputed the average requirements of calories, proteins 

and fats, per- capita per-day   at the all- India level for 2011-12, separately for the   rural   

and the urban populations.  This has been done by reference to the 2010 ICMR norms 

differentiated by age, gender and activity-status; the age and gender distribution of All-

India rural and urban populations as per the 2011 Population Census; and, the broad work-
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status distribution, again by age and gender and separately for the rural and urban 

population, as per the NSS 68th Round Employment –Unemployment Survey (2011-12).  

 

The Revised Norms for Calories, Proteins and Fats  

4.11 The calorie norms based on which the Task Force (Alagh) poverty lines were 

derived, and which had been the basis for the poverty lines worked out by the Expert 

Group (Lakdawala), is 2400 kcal per capita per day in rural areas and 2100 kcal per capita 

per day in urban areas.  

 

4.12 The calorie norm for each category of the population in terms of age, sex and 

activity is lower as per the 2010 ICMR norms relative to those recommended by the 

Nutrition Expert Group (1968). For example, the calorie norm of male workers engaged in 

heavy activities was 3900 kcal per capita per day in the late 1960s (based on which the 

Task Force estimated the calorie norms for the all-India  rural and urban  populations).11 The 

latest ICMR norm (2010) for this group is 3490 kcal which is 410 kcal per person per day 

lower.  

 

4.13 The activity structure of population has also changed in such a manner that the 

proportion of population in the activity –categories   requiring relatively higher calorie 

intake is now lower. The proportion of population engaged as heavy workers has reduced 

overtime, while that of moderate or sedentary workers has increased. This lowers the 

average calorie norm of the entire population because calorie requirement of moderate 

or sedentary workers is much less than that of heavy workers. For example, in case of male 

workers, the requirement per capita per day is: 3490 kcal for persons engaged in heavy 

work, 2730 kcal for persons engaged in moderate work and 2320 kcal for persons engaged 

in sedentary work; for female workers, the calorie requirement is: 2850/2230/1900 kcal per 

capita per day in heavy/ moderate/sedentary work.  

 

 

 

 

 

 

 

                                                           
11 The Task Force (1979) used the calorie norms of ICMR which were based on the recommendations of the 

Nutrition Expert Group, 1968. 
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Table 4.1: Average Calorie Requirement 

Age-Sex-Occupation Categories 

Popul. Wts as per 2011-

12 EUS/Census 2011 
ICMR-norm 2010 

Rural Urban calorie Protein Fat 

less than 1 
  

1.79 1.44 585 10.2 19 

1-3 
  

6.07 4.83 1060 16.7 27 

4-6 
  

6.70 5.19 1350 20.1 25 

7-9 
  

6.65 5.24 1690 29.5 30 

10-12 
  

7.33 5.85 2100 40.0 35 

13-14 male 
 

2.22 1.92 2750 54.3 45 

 
female 

 
2.06 1.76 2330 51.9 40 

15 -59 male sedentary 3.67 13.66 2320 60.0 25 

  
moderate 12.78 9.03 2730 60.0 30 

  
heavy 7.93 3.84 3490 60.0 40 

  
non worker 5.35 7.31 2320 60.0 25 

 
female sedentary 1.05 3.43 1900 55.0 20 

  
moderate 5.45 1.64 2230 55.0 25 

  
heavy 4.03 1.53 2850 55.0 30 

  
non worker 17.78 24.84 1900 55.0 20 

60 & above Male 
Sedentary/ 

non-worker 
4.32 4.00 2320 60.0 25 

 
Female 

 
4.47 4.11 1900 55.0 20 

Calorie requirement 
  

2154.91 2089.35 
   

Protein requirement 
  

48.17 50.08 
   

Fat requirement 
  

27.61 25.88 
   

Note: These refer to non-pregnant non-lactating women only. To the extent that some women in 15-49 age group 

would be pregnant and therefore require more calories, the average norms would be marginally higher, but 

declining over time as the total fertility rate falls. This aspect is not captured here. 

 

4.14 Faced with a situation of lowering of the calorie norms of each age-sex-activity 

group of the population and an altered population distribution which is biased in favour of 

the occupations requiring relatively lower calories, an exercise has been carried out (similar 

to that carried out by the 1979 Task Force) to calculate the average calorie requirement in 

rural and urban areas. 

  

4.15 Using the latest estimate of the age-sex-activity specific calorie norm as 

recommended by the ICMR (2010);  the population weighting diagram derived from the 

2011Population Census 2011; and the age-gender location-specific work-status categories 

from the NSS 68th round NSS Employment-Unemployment Survey (2011-12), average calorie 

requirements have been worked out separately for the all-India rural and urban 

populations.  This is given in Table 4.1. The average calorie requirement works out to 2155 
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kcal per capita per day in rural areas and 2090 kcal per capita per day in urban areas. It is 

readily seen that for rural India, these revised   calorie norms for 2011-12 are   substantially 

lower than those derived by the Task Force (Alagh).   In the case of urban areas, however, 

due to a more pronounced   shift in the age-distribution towards adults with higher calorie 

requirements, the revised calorie norm for the urban population is only marginally lower 

than those derived by the Task Force (Alagh).  

 

4.16 In rural areas, the lowering of the estimated calorie norm from the Task Force (from 

2400 kcal to 2155 kcal per capita per day, i.e. by 245 kcal per capita per day) is the 

outcome of change in the population structure and the overall lowering of the average 

age-sex-activity-specific calorie requirement of the individuals as determined by the ICMR. 

The first factor, i.e. the change in the population structure is a part of the emerging 

demographic pattern concomitant with the overall rate of growth of the economy. The 

second factor, i.e. the overall lowering of the calorie requirement of the individuals owes to 

the changes in the lifestyle of all sections of the society (Deaton and Dreze (2009). It is 

possible to decompose the lowering of the calorie norm into these two factors. It is 

observed that lowering of the age-sex-activity specific calorie norm of the ICMR is 

responsible for 60% of the reduction in the calorie requirement of the population between 

1979 and 2011. The remaining 40% of the reduction in the calorie requirement is due to a 

change in the structure of the population during the period.  

 

4.17 A couple of points on the revised calorie norms are in order. 

 

i. First, as a recent study by Meenakshi and Viswanathan shows, the average calorie 

norms could be significantly lower if we replace the 95th Percentile heights and a 

BMI of 21 that underline the ICMR norms for adults by a possibly more appropriate 

(for the current adult population whose height is given) median (or mean) heights 

and a BMI of 19 that is still higher than the lower limit of 18.5 that defines a healthy 

adult. 

ii. Secondly, we have the idea (Sukhatme, 1982) of a margin of homeostatic 

adaptation within which individuals can adapt, without adverse impact on health 

and activity status, to variation in intakes around the norms.  
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4.18 These two factors would suggest that the calorie norms be treated as lying in 

range, of, say, ±10 percent, where intakes at the lower level need not compromise their 

health and activity status.   

 

4.19 Two other factors are also relevant in shaping our assessment of adequacy or 

otherwise of the measured calorie-content of the food items bought/consumed relative to 

the desired calorie norm. 

i. First, there are inter and intra-individual differences in the efficiency of utilization of 

food intake. 

 ii. Secondly, the standard measurement of nutrient-content of food consumption 

from NSS Consumer Expenditure Surveys do not account for meals received outside either 

as wages, or, free (as in the case of free mid-day meals for children).  A proper meal-

accounting exercise, typically, raises the estimated calorie-intakes – especially in the lower 

fractile –groups. 

 

4.20 Similar to the calculations made for calorie requirement, protein and fat 

requirements have been estimated using age-sex-activity specific protein and fat norms 

recommended by the ICMR in 2010 and population weighting diagram of 2011. The 

average protein and fat requirement works out to be 48 gms and 28 gms per capita per 

day in rural areas. In urban areas, the average protein and fat requirement works out to be 

50 gms and 26 gms per capita per day. 

 

4.21 A food basket that simultaneously meets all the norms for the three nutrients, with 

the calorie-norm being satisfied at least at the lower level of the range defines the food 

component of the poverty line basket proposed by the Expert Group (Rangarajan).  In thus 

anchoring the food component of the poverty line basket, the Expert Group (Rangarajan) 

takes the considered position that, taken in conjunction with public policies for full nutrition 

support for children in the 0-6 age-group and public provisioning of a range of public 

goods and services (Sanitation, drainage, drinking water and immunization and 

vaccination etc.) on a universal basis12, the access to the food component of the PLB will 

                                                           
12 The importance of public provisioning on a universal basis of public goods and services listed above 

extends beyond conditioning  the anthropometric outcomes  of children to conditioning the 

probability of a member of a household falling ill by influencing what Coffey et.al call the “ disease 

environment”. A reduced   probability   of illness, will, in turn, reduce the private expenditure on health 

care that is contingent on that eventuality.  If, additionally, we have in place a publicly-funded 
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have a favourable impact on the nutrition-status outcomes for the population.  

Simultaneously, the Expert Group (Rangarajan) recognizes that such favourable outcomes 

may come about with a lag rather than being observed contemporaneously. 

  

4.22 The latest information on class distribution of nutrient-intake,   based on estimates of 

food consumption on MMRP, is available for the year 2011-12 (NSS 68th Round). It is seen that 

the nutrient-intake norms, including the calorie –norms at the lower end of the range,   are 

met for the persons located in the sixth fractile (25-30%) in rural areas and for those in the 

fourth fractile (15-20%) in urban areas.  The average monthly per capita consumption 

expenditure on food in these fractile classes is Rs554 in rural areas and Rs 656 in urban areas. 

 

Deriving the non-food component of the poverty line basket (PLB) 

 4.23 The non-food component of the PLB has both a normative component and, a 

component given by the observed consumption pattern of households in the fractile-

group in which the food –component of the PLB is located. The normative component 

relates to the private consumption expenditure aimed at capabilities in respect of 

education, clothing, shelter (rent) and mobility (conveyance). Since it is difficult to set 

minimum norms for these essential non-food items, the Expert Group (Rangarajan)  

recommends  that  observed expenditures on these  items by households located in the  

median fractile (45-50 percentile) be treated as the normative minimum private 

consumption expenditure on these items. For all other non-food goods and services, the 

observed expenditure of that fractile- class which meets the nutrient-norms (the 25th -30th 

percentile in rural India, and, the 15th-20th percentile in urban India) is taken to define the 

PLB in respect of these items.  

 

4.24 The monthly per capita consumption expenditure which constitutes new poverty 

line basket, separately in rural and urban areas, is given below in Table 4.2. 

      

       

 

 

 

                                                                                                                                                                                           
universal health insurance scheme supported by appropriate health care infrastructure, it will 

substantially reduce the requirements for private expenditure needed to escape avoidable disease.    
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   Table 4.2: Consumption expenditure of PLB in Rural Areas and Urban Areas-2011-12 

         (MPCE in Rs.) 

 Items Rural Urban 

  Sixth fractile 

(25-35%) 

Median class fourth fractile Median class  

(45-50%) (15-20%) (45-50%) 

Food 554 678 656 977 

Four essential non-food items 102 141 181 407 

Other non-food items 277 347 344 571 

Total MPCE 933 1166 1181 1955 

MPCE-Poverty Line 972   1407   

 

 

4.25 The Monthly Per-capita Consumption Expenditure (MPCE) of Rs 972 (554+141+277) in 

rural areas and Rs 1407 (656+407+344) in urban areas constitute the new poverty lines at 

the all- India level as per the recommendation of the Expert Group (Rangarajan). They 

translate to a monthly per household expenditure of Rs 4860 / in Rural India and of Rs 7035/ 

for urban India—assuming a family of 5-members in each case. 

 

4.26 Seen in relation to the Median Expenditure of the all-India rural & urban populations  

(Rs 1191/ and Rs 2009/ respectively,)the poverty- line –level of monthly per capita private 

consumption expenditure (MPCE) proposed by the Expert Group (Rangarajan) is seen to 

be 82% of the median expenditure for Rural India , and, 70% of the median expenditure for 

Urban India.  

 

 4.27 Seen in terms of the share of Non- Food expenditure in the PLB, it is 43% in rural areas 

and 53% in urban areas. The share of different items in poverty line basket, separately for 

rural and urban areas is given in Annexure 4.1. 

 

4.28 Finally, we can see the proposed poverty line level MPCE in terms of PPP dollars per 

capita per day. As per the most recent (World Bank, 2014) PPP –values, the PLB-MPCE 

translates to $ 2.14 per capita per day for Rural India, $ 3.10 per capita per day for Urban 

India and $ 2.44 per capita per day for the country as a whole.  (In PPP conversion US $1= 

Rs. 15.11) 
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An Alternate Empirical Estimation of the Poverty Line Converges with the Normative 

Estimation 

 
4.29 Estimations obtained from a completely different survey of households and by a 

completely different methodology yield results that are remarkably close to the ones 

obtained above using the NSSO data. The study finds the poverty line in terms of monthly 

per capita consumption expenditure at Rs.1,010 in rural areas and Rs.1,282 in urban areas. 

These estimates are 3.9% and 8.9% per cent apart from the estimates based on the NSSO’s 

data. The closeness of these two independent and large systems of locating the poverty 

line lends an additional support to the estimations made by the Expert Group 

(Rangarajan). 

 

4.30 The alternate survey was conducted by the Centre for Monitoring Indian Economy. 

CMIE conducts a survey on a panel of about 150,000 households every quarter to collect 

data on household income and consumption expenses, besides other information.  

Household income and expenses data for the year 2011-12 was derived as the sum of the 

quarterly income and expenses observed in the four surveys conducted on the entire 

panel during the year.    

 

4.31 The poverty line, in this study, is defined as a maximum level of household income at 

which a household is unable to meet its consumption expenses. A household is considered 

poor if it is unable to save. And, the value of income (or expenses) at which households are 

unable to save is defined to be the poverty line. The poverty line in this methodology is 

therefore derived entirely from the observed data of household income and expenses. It is 

not dependent upon any assumptions or norms regarding a minimum standard of living. A 

detailed not on the study is presented in Annexure 4.2. 

 

Increase in the Poverty Line   

4.32 The existing Official Planning Commission poverty lines for 2011-12 , based on Expert 

Group (Tendulkar) methodology and derived from the Mixed Recall Period (MRP) 

consumption distribution of the NSSO , are Rs 816/ and Rs 1000/ per capita per month, for, 

respectively, the all- India Rural and Urban populations. The Expert Group (Rangarajan) 

poverty lines, based on consumption estimates on MMRP are, thus 19 percent higher for 

Rural India and 41 percent higher for Urban India. Because of the differences in the 

underlying recall periods, only a part of the total   difference (Rs 156 for rural India & Rs 407 

in urban India) between the current official poverty lines and those proposed by the Expert 
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Group (Rangarajan) is real. To see this, note that, a rural Head Count Ratio of 30.9 % with a 

poverty line MPCE of Rs. 972 on the MMRP consumption distribution will   translate to Rs 868 

on the MRP size-distribution.   Similarly, in the case of urban India the poverty line of Rs. 1407 

(and, the associated HCR of 26.4 percent) on MMRP will translate to a MPCE of Rs. 1293 on 

MRP.  So that, 67 percent  (972-868/156)   and 28 percent  (1407-1293/407) of the two sets 

of poverty lines for rural and urban India, respectively ,will merely reflect the  change in the 

underlying recall periods , and, in that sense, notional. The balance of the difference 

between the two sets of poverty lines (Rs 52 for the rural and Rs. 293 for the urban areas) 

represents what may be termed as the real increase in the poverty lines flowing from the 

recommendations of the Expert Group (Rangarajan). 

 

 4.33 Some further comments on the differences between the current official poverty 

lines and the ones proposed by the Expert Group (Rangarajan) are in order. First, not only is 

the size of the difference between the two sets of poverty lines larger in urban India (Rs 407 

or 41 percent vs Rs 156 and 19 percent in Rural India, in the Urban case,  the Food / non-

food composition is heavily weighted ( 67 percent) in favour of non-food expenditures. 

And, of this difference in non-food expenditures, the four selected non-food items for which 

the Expert Group (Rangarajan) has recommended normative levels of expenditure, 

together, account for an overwhelming 91 percent. Further, of this difference due to these 

4 items, Conveyance and house rent account for over 50 percent. The fact  that  in rural 

India only a small proportion of households reside in  hired dwellings requiring payment of 

rent  shows up in average rents of less than Rs 1 per month even in the median fractile  is an 

important part of the explanation  for the smaller absolute difference as between the two 

sets of  Rural poverty lines. In the case of rural India, in contrast, the differences in respect of 

food expenditures in the two sets of poverty lines account for 65 percent of the total and, 

of this again, nearly 74 percent is accounted for by the shift from MRP to MMRP.  

 

4.34  From a different perspective, the derivation of the MRP-equivalent poverty lines for 

2011-12 corresponding to the MMRP –based poverty lines proposed by this Expert Group 

(Rangarajan) makes it possible to derive the corresponding poverty lines for 2004-05 as 

well.  These turn out to be, Rs 475 for Rural India and Rs 749 for Urban India. And, the 

corresponding poverty ratios for 2004-05 are:  47.7 % (41.8 % as per Tendulkar Methodology) 

for Rural India; and, 42.5 % (25.7 % as per Tendulkar Methodology); and, 46.2 % (37.2%) for 

the country as a whole. It is important to emphasize that, the percentage- point decline in 

HCRs over the period 2004-05---2011-12 are not markedly different under the two 
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methodologies: a reduction of 16.7 percentage points as per the Rangarajan 

methodology compared to a reduction of 15.3 percentage points as per the current 

official poverty lines.   

 

Dis-aggregation of National Poverty Line into State-Specific Poverty Lines 

 

4.35 The poverty lines in 2011-12 at the national level are expressed as monthly per 

capita consumption expenditure of Rs. 972 in rural areas and Rs. 1407 in urban areas, both 

at 2011-12 prices. These poverty lines are estimated from the MMRP (Modified Mixed Recall 

Period) consumption expenditure distribution of NSS 68th Round. These national level 

poverty lines are disaggregated into state-specific poverty lines in order to reflect the inter-

state price differential. The method of constructing the state-wise poverty lines from the 

national level poverty line in 2011-12 is broadly similar to that outlined by the Expert Group 

(Tendulkar) and is described below. 

 

4.36 Implicit prices for several commodity and commodity groups namely cereals, 

pulses, milk, oil, egg, fish, meat, vegetables, fresh fruit, dry fruit, sugar, salt, spices, other-

food, intoxicants, fuel and light, clothing, bedding and footwear are calculated from their 

quantity and value of consumption gathered in NSS consumer expenditure data of the 68th 

Round (2011-12). From these, state relative to all-India Fisher price index has been 

computed, separately in rural and urban areas. For the remaining items for which the 

prices could not be computed from the NSS consumer expenditure data, a similar price 

differential is assumed. These items include: entertainment, personal care items, 

miscellaneous goods and services, durables, education and health services. 

 

4.37 Using the Fisher   index, the inter-state price differential is calculated separately in 

rural and urban areas and from these the national poverty lines (separately in rural and 

urban areas) in 2011-12 are disaggregated into state-specific poverty lines. The state-

specific poverty lines in rural and urban areas derived in this manner for the year 2011-12 is 

given in Table 4.3.  
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Table 4.3 : State-wise Poverty Line in Rural and Urban areas for 2011-12  

-based on Proposed Methodology 
(Rs. per capita, per month) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

S.No States/UTs Poverty Line 

    Rural  Urban  

1 Andhra Pradesh 1031.74 1370.84 

2 Arunachal Pradesh 1151.01 1482.94 

3 Assam 1006.66 1420.12 

4 Bihar 971.28 1229.30 

5 Chhattisgarh 911.80 1229.72 

6 Delhi 1492.46 1538.09 

7 Goa 1200.60 1470.07 

8 Gujarat 1102.83 1507.06 

9 Haryana 1127.82 1528.31 

10 Himachal Pradesh 1066.60 1411.59 

11 Jammu & Kashmir 1044.48 1403.25 

12 Jharkhand 904.02 1272.06 

13 Karnataka 975.43 1373.28 

14 Kerala 1054.03 1353.68 

15 Madhya Pradesh 941.70 1340.28 

16 Maharashtra 1078.34 1560.38 

17 Manipur 1185.19 1561.77 

18 Meghalaya 1110.67 1524.37 

19 Mizoram 1231.03 1703.93 

20 Nagaland 1229.83 1615.78 

21 Orissa 876.42 1205.37 

22 Punjab 1127.48 1479.27 

23 Rajasthan 1035.97 1406.15 

24 Sikkim 1126.25 1542.67 

25 Tamil Nadu 1081.94 1380.36 

26 Tripura 935.52 1376.55 

27 Uttar Pradesh 889.82 1329.55 

28 Uttarakhand 1014.95 1408.12 

29 West Bengal 934.10 1372.68 

30 Puducherry# 1130.10 1382.31 

31 Andaman & Nicobar Islands# 1314.98 1797.69 

32 Chandigarh# 1303.17 1481.21 

33 Dadra & Nagar Haveli# 1008.39 1540.81 

34 Daman & Diu# 1200.60 1434.93 

35 Lakshadweep# 1327.77 1458.69 

 All India 972 1407 
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Estimation of Poverty Ratio 
 

4.38 The state-specific poverty ratios in rural and urban areas for the year 2011-12 are 

calculated from the state-specific poverty lines (in rural and urban areas for the year 2011-

12 as estimated above) and the state-specific distribution of persons by expenditure 

groups   MMRP obtained from the NSS 68th Round (2011-12) large sample survey on 

household consumer expenditure of the National Sample Survey Office (NSSO). 

 The NSS consumption distribution is used as it is, that is without taking cognizance of its 

difference with the NAS (National Accounts Statistics) consumption. This is in line with the 

conclusions of our analysis of the divergence between the two sets of estimates and 

represents a continuation of the   approach of the Expert Group (Lakdawala) and of the 

Expert Group (Tendulkar. The aggregate poverty ratio for the state is worked out by 

combining its rural and urban poverty ratios. The number of poor is estimated from the 

projected population of the year and the poverty ratio. The national poverty ratio is 

computed as an average (population weighted) of state-wise poverty ratios. The state-

specific poverty ratio and number of poor estimated using the Expert Group (Rangarajan) 

method for the year 2011-12 is given in Table 4.4.  
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Table 4.4: Poverty Ratio and Number of Poor in 2011-12  

based on Proposed Methodology 

S. 

No.  
States/UTs 

RURAL  Urban  Total  

% age 

of 

Persons 

No. of 

Persons 

(lakhs) 

% age 

of 

Persons 

No. of 

Persons 

(lakhs) 

% age 

of 

Persons 

No. of 

Persons 

(lakhs) 

1 Andhra Pradesh 12.7 71.5 15.6 45.7 13.7 117.3 

2 Arunachal Pradesh 39.3 4.3 30.9 1.0 37.4 5.3 

3 Assam 42.0 114.1 34.2 15.4 40.9 129.5 

4 Bihar 40.1 376.8 50.8 61.4 41.3 438.1 

5 Chhattisgarh 49.2 97.9 43.7 26.9 47.9 124.8 

6 Delhi 11.9 0.5 15.7 26.3 15.6 26.7 

7 Goa 1.4 0.1 9.1 0.8 6.3 0.9 

8 Gujarat 31.4 109.8 22.2 58.9 27.4 168.8 

9 Haryana 11.0 18.4 15.3 14.0 12.5 32.4 

10 Himachal Pradesh 11.1 6.9 8.8 0.6 10.9 7.5 

11 Jammu & Kashmir 12.6 11.7 21.6 7.6 15.1 19.3 

12 Jharkhand 45.9 117.0 31.3 25.5 42.4 142.5 

13 Karnataka 19.8 74.8 25.1 60.9 21.9 135.7 

14 Kerala 7.3 12.3 15.3 26.0 11.3 38.3 

15 Madhya Pradesh 45.2 241.4 42.1 86.3 44.3 327.8 

16 Maharashtra 22.5 139.9 17.0 88.4 20.0 228.3 

17 Manipur 34.9 6.7 73.4 6.3 46.7 12.9 

18 Meghalaya 26.3 6.4 16.7 1.0 24.4 7.4 

19 Mizoram 33.7 1.8 21.5 1.2 27.4 3.1 

20 Nagaland 6.1 0.8 32.1 1.9 14.0 2.8 

21 Orissa 47.8 169.0 36.3 26.0 45.9 195.0 

22 Punjab 7.4 12.9 17.6 18.7 11.3 31.6 

23 Rajasthan 21.4 112.0 22.5 39.5 21.7 151.5 

24 Sikkim 20.0 0.9 11.7 0.2 17.8 1.1 

25 Tamil Nadu 24.3 91.1 20.3 72.8 22.4 163.9 

26 Tripura 22.5 6.1 31.3 3.2 24.9 9.3 

27 Uttar Pradesh 38.1 600.9 45.7 208.2 39.8 809.1 

28 Uttarakhand 12.6 8.9 29.5 9.4 17.8 18.4 

29 West Bengal 30.1 188.6 29.0 86.8 29.7 275.4 

30 Puducherry 5.9 0.2 8.6 0.7 7.7 1.0 

31 Andaman & Nicobar Islands# 6.6 0.2 4.9 0.1 6.0 0.2 

32 Chandigarh# 12.0 0.0 21.5 2.3 21.3 2.3 

33 Dadra & Nagar Haveli# 55.2 1.0 15.3 0.3 35.6 1.3 

34 Daman & Diu# 0.0 0.0 17.6 0.4 13.7 0.4 

35 Lakshadweep# 0.6 0.0 7.9 0.0 6.5 0.0 

  All India 30.9 2605.2 26.4 1024.7 29.5 3629.9 
 

 

 

4.39 The price inflation during the period 2009-10 to 2011-12, at the state level 

(separately in rural and urban areas), has been calculated from the increase in the cost of 
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the consumption basket of the poor, that is the poverty line as estimated by the Planning 

Commission for these two years using the Expert Group (Tendulkar) methodology. The price 

inflation during this period has been applied to deflate the state-wise poverty line in 2011-

12 estimated above from the Expert Group (Rangarajan) methodology in order to arrive at 

the state-wise poverty lines for the year 2009-10. The state-wise poverty ratio for the year 

2009-10 is estimated from the state-wise poverty lines for the year as estimated above and 

the state-wise class distribution of persons in the year as obtained from the MMRP 

consumption distribution of the NSS 66th Round (2009-10) consumer expenditure data. The 

state-wise poverty line and poverty ratio for the year 2009-10 so derived are given in Table 

4.5 and Table 4.6 respectively.  

   

 Table 4.5: State-wise Rural and Urban Poverty Lines for 2009-10 

based on Proposed Methodology 
(Rs. per capita, per month) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

S.No States/UTs             Poverty Line 

              Rural  Urban  

1 Andhra Pradesh 832.27 1258.09 

2 Arunachal Pradesh 957.11 1294.03 

3 Assam 840.87 1232.20 

4 Bihar 818.77 1032.82 

5 Chhattisgarh 762.55 1167.81 

6 Delhi 975.02 1410.90 

7 Goa 1025.70 1328.95 

8 Gujarat 859.35 1244.80 

9 Haryana 879.65 1275.45 

10 Himachal Pradesh 827.03 1178.46 

11 Jammu & Kashmir 847.57 1200.39 

12 Jharkhand 744.70 1086.07 

13 Karnataka 680.81 1145.52 

14 Kerala 803.06 1139.81 

15 Madhya Pradesh 772.29 1153.59 

16 Maharashtra 829.29 1331.33 

17 Manipur 923.59 1274.32 

18 Meghalaya 859.02 1307.27 

19 Mizoram 981.25 1385.76 

20 Nagaland 985.00 1424.22 

21 Orissa 715.56 1030.67 

22 Punjab 888.08 1230.66 

23 Rajasthan 864.49 1186.74 

24 Sikkim 882.49 1302.62 

25 Tamil Nadu 785.66 1179.80 

26 Tripura 777.48 1171.57 

27 Uttar Pradesh 768.65 1130.76 

28 Uttarakhand 830.09 1169.82 

29 West Bengal 767.20 1162.06 

30 Puducherry# 557.05 821.03 

 All India 801 1198 



68 
 

 

Table 4.6: Poverty Ratio and Number of Poor in 2009-10  

based on Proposed Methodology 

S.No. States/UTs 

Rural Urban Combined 

%age 

of 

Persons 

No. of 

Persons 

(lakhs) 

%age 

of 

Persons 

No. of 

Persons 

(lakhs) 

%age 

of 

Persons 

No. of 

Persons 

(lakhs) 

1 Andhra Pradesh 27.0 151.7 30.5 83.7 28.1 235.5 

2 Arunachal Pradesh 31.3 3.3 34.1 1.0 31.9 4.3 

3 Assam 42.9 113.2 40.2 17.2 42.5 130.4 

4 Bihar 65.1 586.4 55.0 62.6 63.9 648.9 

5 Chhattisgarh 58.9 113.6 36.5 20.9 53.8 134.5 

6 Delhi 4.9 0.2 24.7 39.4 24.1 39.6 

7 Goa 7.2 0.4 13.1 1.2 10.8 1.6 

8 Gujarat 37.0 127.1 35.6 88.7 36.4 215.8 

9 Haryana 19.2 31.4 24.8 21.1 21.1 52.5 

10 Himachal Pradesh 11.2 6.8 22.5 1.5 12.3 8.3 

11 Jammu & Kashmir 14.4 12.9 32.4 10.7 19.2 23.6 

12 Jharkhand 55.3 135.9 42.1 32.4 52.1 168.4 

13 Karnataka 24.3 90.5 26.7 61.4 25.2 151.8 

14 Kerala 9.7 17.4 23.7 35.4 16.0 52.7 

15 Madhya Pradesh 51.3 265.1 45.0 88.3 49.6 353.4 

16 Maharashtra 27.6 168.1 30.3 150.8 28.8 318.8 

17 Manipur 44.4 8.3 76.7 6.1 54.1 14.4 

18 Meghalaya 25.8 6.0 36.8 2.1 28.0 8.1 

19 Mizoram 29.9 1.6 24.8 1.4 27.3 2.9 

20 Nagaland 11.1 1.6 37.2 2.0 18.3 3.6 

21 Orissa 50.0 172.7 41.2 28.2 48.5 200.9 

22 Punjab 14.8 25.5 28.6 29.0 20.0 54.6 

23 Rajasthan 31.9 161.6 38.5 64.1 33.5 225.7 

24 Sikkim 25.0 1.1 16.7 0.2 23.1 1.4 

25 Tamil Nadu 25.9 95.7 29.7 101.4 27.7 197.1 

26 Tripura 16.2 4.4 31.7 2.9 20.1 7.3 

27 Uttar Pradesh 46.3 706.5 49.6 215.1 47.0 921.6 

28 Uttarakhand 22.5 15.6 36.4 10.9 26.7 26.5 

29 West Bengal 37.8 233.1 36.6 104.0 37.4 337.1 

30 A & N Islands 4.0 0.1 5.3 0.1 4.4 0.2 

31 Chandigarh 10.3 0.0 12.3 1.2 12.3 1.3 

32 Dadra & N. Haveli 65.4 1.2 37.3 0.5 53.0 1.7 

33 Daman & Diu 24.6 0.2 55.8 0.9 47.1 1.1 

34 Lakshadweep 4.2 0.01 10.8 0.1 9.2 0.1 

35 Puducherry 3.2 0.1 4.6 0.4 4.2 0.5 

  All India 39.6 3259.3 35.1 1286.9 38.2 4546.2 
Notes: 1. Population as on 1st March 2010 has been used for estimating number of persons below poverty line. (Interpolated 
between 2001 and 2011 population census) 
2. Poverty line of Tamil Nadu is used for Andaman and Nicobar Island.  
3. Urban Poverty Line of Punjab is used for both rural and urban areas of Chandigarh. 
4. Poverty Line of Maharashtra is used for Dadra & Nagar Haveli  
5. Poverty line of Goa is used for Daman & Diu.  
6. Poverty Line of Kerala is used for Lakshadweep. 
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4.40 The estimate of poverty ratio for the years 2009-10 and 2011-12 derived from the Expert 

Group (Rangarajan) methodology and Tendulkar methodology are summarised in Table 4.7. 

 

Table 4.7: Poverty Estimates in 2009-10 and 2011-12  

Year Poverty Ratio No. of poor (million) 

Rural Urban Total Rural Urban Total 

Expert Group (Rangarajan)  

1. 2009-10 39.6 35.1 38.2 325.9 128.7 454.6 

2. 2011-12 30.9 26.4 29.5 260.5 102.5 363.0 

3. Reduction  

(%age points) 

8.7 8.7 8.7 65.4 26.2 91.6 

Expert Group (Tendulkar)  

1. 2009-10 33.8 20.9 29.8 278.2 76.5 354.7 

2. 2011-12 25.7 13.7 21.9 216.7 53.1 269.8 

3. Reduction  

(%age points) 

8.1 7.2 7.9 61.5 23.4 84.9 

 

 

4.41 A comparison of the poverty ratio for the two years 2009-10 and 2011-12 derived 

from the Expert Group (Rangarajan) method and the Expert Group (Tendulkar) method 

shows that the average level of poverty ratio derived from the Expert Group (Rangarajan) 

method is higher than that derived from the Expert Group (Tendulkar) method.  The all-

India poverty ratio derived from the Expert Group (Rangarajan) method is 8.4 percentage 

points higher in 2009-10 and 7.6 percentage points higher in 2011-12 than that derived by 

the Planning Commission using the Expert Group (Tendulkar) method. Though Rangarajan 

Committee methodology gives higher level of absolute poverty ratio, the reduction in 

poverty ratio from Rangarajan method is not very different than that of Tendulkar method. 

As MMRP based MPCE distribution is not available for the year 2004-05, poverty ratio for 

2004-05 based on Rangarajan methodology cannot be directly estimated. 

       

 Updating the Poverty Line for Later Years 

4.42 The updating of the poverty line constructed for the year 2011-12 for inflation in the 

coming years require appropriate price index numbers so that we are able to preserve the 

real value of the PLB for 2011-12.  Our review of methodologies adopted by the 1979 Task 

Force and the Lakdawala and Tendulkar Expert Groups   in Chapter 3 points to a 

continuing need  to allow for changing consumption patterns, which, in turn, requires the 

use of “ Ideal Index numbers” such as the Fisher Index to capture the “ true” inflation faced 

by the population. In this context it may be noted that a rise in the share of food grains 
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sourced by households from the Public Distribution System—which may gain pace as the 

National Food Security Act gets implemented – will be an important element of the 

changing composition of private consumption expenditure.  

 

4.43 The use of Fisher   index will require the weighting diagrams for both the base year 

and the terminal year, and, this can be drawn, as at present, from the large-sample NSS 

Consumer Expenditure Surveys. The next requirement for the construction of Fisher indices is 

a set of price-relatives, at least for the major item- groups in the consumption basket. 

Recently, the Central Statistical Office (CSO) has started compiling the consumer price 

index at the state level for rural and urban areas. These state-wise price indices are 

available at a disaggregated level of commodity groups such as food, beverages and 

tobacco, fuel and light, housing (for urban areas only), clothing, bedding and footwear, 

and miscellaneous items from 2011.  We could use the published price-indices for the listed 

item –groups for the construction of Fisher indices. Note, however, that with such highly 

aggregated item-groups, the impact of within- group changes in the composition of 

expenditures will not be captured.  This is particularly problematic for the price indices for 

Food as a single item-group since the weighting diagram underlying the currently available 

CSO consumer price indices relate to 2004-05.   For the Food –group, therefore,   the Expert 

Group (Rangarajan) recommends that the current practice of relying on the unit values 

derivable from the NSSO Consumer Expenditure Surveys should continue till such time a 

new CPI with a weighting diagram based on the 2011-12 pattern of consumption becomes 

available. In respect of non-food- items, the price indices available in the exiting CSO 

Consumer Price Indices can be used in the construction of   requisite Fisher indices.  

 

4.44 Once the new series of Consumer Price Index numbers (with 2011-12  as the base 

year) become available, there will be a  trade –off between the operational convenience 

of using these price indices as they are readily available   and the desirability  of using 

“Ideal Price Indices” for capturing true inflation.  A   resolution of this trade –off will depend 

on an assessment of the extent of change in the structure of consumption at that point in 

time relative to the 2011-12 structure of consumption. 

  

4.45  The procedure outlined above can be used to revise the   state-wise poverty line 

for 2011-12 for subsequent years and, thereafter, compute state-level poverty ratios for 

later years. 
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Annexure 4.1  

 

   
Share of different commodity groups in PLB, 2011-12   

(%age) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

S.No. items groups Rural Urban 

1 cereals & substitute 14.6 10.3 

2 pulses & products 3.5 3.0 

3 milk & milk products 6.3 6.4 

4 salt & sugar 2.0 1.7 

5 edible oil 4.5 3.8 

6 egg, fish & meat 4.8 4.0 

7 vegetables 8.4 6.0 

8 Fruits 1.7 2.1 

9 spices 3.9 3.3 

10 other Food 7.2 6.1 

 Food Total 57.0 46.7 

11 pan, tobacco & intoxicants 2.9 2.1 

12 fuel and light 9.7 7.9 

13 Medical (Instt & non-instt) 4.5 3.4 

14 conveyance 3.6 7.3 

15 rent 0.1 5.3 

16 clothing & bedding 7.8 8.3 

17 footwear 1.0 0.9 

18 education 3.0 8.1 

19 durable goods 1.9 1.5 

20 other non-food 8.5 8.6 

 Non-food Total 43.0 53.3 

 Total MPCE-Poverty Line 972.30 1406.96 
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Annexure 4.2 

 
Locating the Poverty Line: An Alternate Approach by Mahesh Vyas 

 
 

1. Mahesh Vyas, Managing Director, Centre for Monitoring Indian Economy (CMIE), 

deployed the detailed household survey data collected by CMIE from a large panel of 

over 150,000 randomly selected households to determine the poverty line empirically. This 

empirical estimation rests on a simple definition of poverty and the advantage of a 

household survey that captures both, household income and household expenses 

simultaneously from all sample households. 

 

2. Poverty is defined here as the inability of a household to meet its current 

consumption expenses with its current incomes. In this approach there is no need to define 

a minimum consumption basket of the poor. Households make their own decisions 

regarding their consumption within the constraints of their budgets and the environment of 

their dwelling. Minimum requirements vary across different environments and over time and 

seasons. The simple poverty definition stated above allows us to let households make their 

choices and we infer from these observations, what the poverty line should be. 

 

3. Exceptions apart, it is axiomatic that households first meet all their basic 

requirements (no matter how they perceive these) before they save. It is also axiomatic 

that again, exceptions apart, households do not choose to live beyond their means. 

Households either balance their expenses against their income or they leave some surplus. 

Therefore, poverty can also be defined as the inability of a household to save. 

 

4. Households whose incomes are insufficient to meet expenses and who cannot 

either raise incomes or curtail expenses, borrow to bridge the shortfall of their income. At 

the lower end of the spectrum of incomes, such borrowing is expected to be the last resort, 

because for these households, borrowings increase the probability of falling into a debt 

trap. If the unit of time measurement in this empirical exercise is a year, then the borrowing 

is also not to smoothen consumption in the face of a seasonal fall in income. This borrowing 

is mostly a borrowing to overcome a very basic deprivation. 

 

5. The point at which a household decides to borrow to keep current consumption 

expenses above current income is a decision that a household makes. By observing the 

behavior of households, we can derive the point at which the incomes are insufficient. This 

would be an empirical derivation rather than an arbitrary imposition. This can be derived if 

a household survey measures both income and expenses. 

 

6. CMIE’s Consumer Pyramids survey does capture both, household income and 

household expenses (besides several other indicators) for a randomly selected and 

representative panel of about 150,000 households in India. The survey is conducted 

repeatedly over the entire panel during a year to capture the impact of seasonality on 

household well-being. Data for fiscal 2011-12 was captured over four full surveys over the 

entire panel between July 2011 and June 2012. 

 

7. The household income data captured by CMIE in its Consumer Pyramids survey 

includes income earned by every member of the household. Income includes four kinds of 

income: (a) regular income such as wages or the regular earnings of a business household 

or the farming income of a farmers household, (b) other income, which includes rents, 

dividends, interest and other non-regular sources of income such as bonuses, etc., (c) 
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transfer incomes, which include pensions, subsidies paid to households, compensation for 

calamities, and private transfers, and (d) imputed income which is the value of goods 

produced by the household for internal consumption. 

 

8. Household expenses include all expenses on food, intoxicants, clothing and 

footwear, cosmetics and toiletries, restaurant expenses, recreation, bills & rents, power & 

fuel, transport services, communication & information, education, health and 

miscellaneous expenses. The complete schedule includes over a hundred expense items. 

 

9. The poverty line can be found by creating a series of households with their income 

and corresponding expenses, ordered by their income. This can therefore be imagined as 

a paired series of households arranged in ascending order of their income, along with their 

corresponding expenses. In such a series, at the lower end of the spectrum of incomes, 

most households would show incomes that are lower than their expenses and at the higher 

end of the spectrum, households would have income that are much in excess of their 

expenses. The point of intersection where income equals expenses, is the poverty line. 

Below this point of intersection, households are unable to meet their expenses and above 

this point, they are. 

 

10. However, before such a point of intersection is determined, we must adjust the 

household incomes and expenses observed in CMIE’s Consumer Pyramids database for the 

purpose of poverty estimations. These adjustments are described below: 

 

11. Income is an important measure of well-being but, it is an incomplete measure of 

well-being. Income delivers fewer capabilities to the under-privileged than it does to those 

who are better endowed. It is therefore necessary to adjust the income of a household 

downwards if the household has no literate member, no assets and no tapped water. The 

argument is that the worth of a rupee in the hands of a household that has no literate 

person is a lot less than it is in the hands of a household that has at least one literate. 

Therefore, income of households as observed in the Consumer Pyramids survey with no 

literate member is reduced by ten per cent for the purpose of locating the poverty line. 

Similarly, a rupee in the hands of a household with no assets is worth a lot less compared to 

a household with at least some assets. Here again, the observed income of households that 

have no assets is reduced by ten per cent.  The same is true in the case of a household that 

has no tapped water. 

 

12. The above-mentioned adjustment of income is in a way, a means of incorporating 

some multi-dimensional aspects of poverty, such as illiteracy, lack of access of assets and 

tapped water. The adjustments to income for these are admittedly arbitrary and should be 

refined in future, possibly with controlled experiments to find the impact of each of these on 

the ability of income to deliver capabilities. 

 

13. Expenses need to be adjusted to provide for a minimum health and education 

expense and for a minimum liquidity in hand. 

 

14. Households that are vulnerable because of their low incomes are likely to cut back 

on expenses in general. Beyond a point, a household would not be able to cutback 

expenses on food. It will find its own minimum requirement of food and then if required it 

may borrow. Cutbacks on other expenses heads such as intoxicants, entertainment, some 

clothing and footwear, cosmetics and toiletries and other miscellaneous expenses are 

easier. Curtailing these expenses also does not cause long-term damage to the household. 

However, a cutback of expenses on health and education can be severely debilitating as 
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these directly curtail the ability of the household to raise income. It is thus necessary that 

households do receive a minimum health service and a minimum education. Given that 

these services are not freely available as public goods for all practical purposes, they imply 

a minimum expenditure. 

 

15. But, households may choose to cut back on health and education expenses under 

adverse conditions and not treat these as necessities as say, food. They may not borrow, for 

example, to ensure good health and education as they may to ensure food intake. It is 

likely that households make more than an acceptable cut in expenses on health and 

education. It is likely that the health of only the earning member is given attention or only 

one of multiple children is educated. Such a situation is considered unacceptable in this 

attempt to find a poverty line. 

 

16. To offset such unacceptable behavior that arises essentially because of poverty, it is 

proposed that every household should be allocated an expenditure budget on health and 

education that is not less than the median expenditure on health and education in their 

respective states. Thus, the required expenses of a household are raised on the health and 

education accounts for the purpose of this exercise to match up to the median expenses 

for the state, if these are below the median. 

 

 

17. A household that is able to just about meet its current consumption expenses 

through its current incomes faces considerable unmitigated risk. Vulnerability to sudden 

emanation of normally avoidable risk is also a manifestation of deprivation. There are at 

least three risks that a household should be able to finance through its current income. 

These are the ability to finance the time-lag between income and expenses, the non-

seasonal volatility of expenses and expenses caused by emergencies. These can be 

mitigated essentially by the availability of some liquidity. 

 

18. The time-lag between income and expenses arises because, for example, wages 

may be paid at the end of a month, but expenses are incurred every day from the 

beginning of the month. The poor are particularly vulnerable to delays in receiving 

payments due to them. In effect, a household near the poverty line needs to maintain a 

nearly one-month credit for supplies. Since the cost of finance for the poor is high, this can 

turn out to be equivalent to about a week’s income. This needs to be financed from 

current income. 

 

19. The non-seasonal volatility of expenses needs to be mitigated necessarily through 

current income. Non-seasonal volatility of expenses is caused essentially by inflation. 

Therefore, current income needs to be marked up by a proportion equivalent to the 

average monthly rate of inflation to offset the risk associated with a sudden jump in prices. 

 

20. Also, there is a need for every household to save. The poor in particular, need to 

save to be able to finance a sudden unanticipated large expenditure. The poor also need 

to save to come out of poverty. A saving that is equivalent to one month’s income may be 

considered to be reasonable. It may not be adequate to mitigate the shortfall in income 

because we do not know what is adequate. But, it is reasonable to assume that a typical 

household should save of the order of one month’s income, which is about 8.3 per cent of 

the annual income. 
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21. In light of the above, it may be reasonable (though not necessarily adequate) to 

assume that annual expenses need to be marked up by about ten per cent to provide 

liquidity to mitigate some of the risks faced by households whose adjusted incomes are 

close to current expenses. 

 

22. To summarise, adjusted income is nominal stated income of a household that is 

adjusted down-wards by ten per cent each for the lack of literacy, tapped water and 

assets. Adjusted expenses are the total nominal stated expenses of a household adjusted 

upwards to include at least the median expenditure on health and education and 

upwards ten per cent to provide the minimum liquidity. 

 

Deriving the poverty level from survey data 
 

22. Poverty is defined as the insufficiency of the adjusted income to meet the adjusted 

expenses during a year. If we assume that households with very low adjusted incomes find 

such incomes insufficient to meet their adjusted consumption expenses and, as incomes 

rise, households find it easier to meet their adjusted consumption expenses through their 

adjusted current incomes, then the poverty line can be the point in a vector of households 

ordered by adjusted income at which adjusted income is equal to the adjusted 

consumption expenses. 

 

23. Using Consumer Pyramids survey data of 2011-12, a series of households that are 

ordered by their adjusted income with observations of adjusted income and adjusted 

expenses for each household in 2011-12 was created. Adjusted expenses of households 

with lower incomes were found to be higher than their corresponding adjusted incomes 

and, adjusted expenses of households with higher incomes were lower than their 

corresponding adjusted expenses. The two series therefore intersect. 

 

24. However, as expected, this intersection was not unique. A number of thrifty poor at 

the lower end of the spectrum and extravagant rich at the upper end of the spectrum 

ensured that there was no unique point of intersection of the two series. And so, a number 

of centered simple moving average (SMA) series were created to find the appropriate 

smoothing to remove the noise of exceptional households. SMAs of 0.25 per cent, 0.50 per 

cent, 0.75 per cent, 1 per cent, 1.25 per cent and 1.50 per cent of the sample size were 

generated to find a unique point of intersection of the two series. 

 

25. As the SMA period increases, the smallest thrifty poor rises to a higher point in the 

series and the most extravagant rich falls to a lower point in the series. And, at some SMA 

level the smallest thrifty poor and the most extravagant rich converge. This point of 

convergence yields the poverty level.  

 

Simple moving  

average 

Rural Urban India 

Thrifty 

poor 

Extravagant 

rich 

Thrifty 

poor 

Extravagant 

rich 

Thrifty 

poor 

Extravagant 

rich 

Actual 200 27722 420 32118 200 32118 

0.25% HHs 798 1251 1119 2500 859 1501 

0.50% HHs 846 1092 1232 2003 894 1131 

0.75% HHs 884 1091 1234 1365 891 1098 

1.00% HHs 888 1010 1230 1319 957 1095 

1.25% HHs 888 1011 1226 1297 960 1093 

1.50% HHs 885 1010 1282 1282 963 1019 
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26. The convergence is perfect in the case of urban India. But, in the case of rural India, 

the convergence is not complete even at a moving average of 1.5 per cent of the 

households. Given that the values have stabilised without convergence, we make a choice 

of the upper bound of Rs.1,010 of monthly per capita income (which is the same as the 

monthly per capita expenses because this is the point of intersection of the two series) as 

the poverty line in rural India. The choice for urban India is unambiguous in this respect at 

Rs.1,282 of monthly per capita income. 
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No. M-11019/2/2012-PP 
Planning Commission 

(Perspective Planning Division) 
 

Yojana Bhavan, Sansad Marg, 
New Delhi, 5th June, 2012 

ORDER 
 
Subject: Expert Group to Review the Methodology for Measurement of Poverty.   

 

The methodology for estimation of poverty followed by the Planning Commission has 
been based on the recommendations made by Working Group/Task Force/Expert Groups 
consisting of eminent experts in the field of poverty. The Planning Commission has constituted 
these Groups from time to time to revisit the methodological issues relating to the measurement 
of poverty so as to make the estimates more relevant to the contemporary economic situation. 
The last such Group was constituted in 2005 under the chairmanship of Prof. Suresh Tendulkar 
whose recommendations are being used by the Planning Commission to estimate poverty at 
present. 

 
2. It has now been decided to set up an Expert Group under the Chairmanship of Dr. C. 
Rangarajan, Chairman, Prime Minister’s Economy Advisory Council. The composition of the 

Group is as under: 
 

1. Dr. C. Rangarajan, Chairman       Chairman  
Prime Minister’s Economy Advisory Council 
       
2. Dr. Mahendra Dev, Director,  
Indira Gandhi Institute of Development Research     Member 
 
3. Dr. K. Sundaram,  
Former Professor, Delhi School of Economics    Member 
 
4. Dr. Mahesh Vyas, MD & CEO  
Centre for Monitoring Indian Economy       Member 
 
5. K.L. Datta,  
Former Adviser (Perspective Planning), Planning Commission  Member Convener 
                           

3. The Terms of Reference for the Expert Group are as under: 
 
i. “To comprehensively review the existing methodology of estimation of poverty and examine 
whether the poverty line should be fixed solely in terms of a consumption basket or whether 
other criteria are also relevant, and if so, whether the two can be effectively combined to evolve 
a basis for estimation of poverty in rural and urban areas. 
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ii. To examine the issue of divergence between consumption estimates based on the NSSO 
methodology and those emerging from the National Accounts aggregates; and to suggest a 
methodology for updating consumption poverty lines using the new consumer price indices 
launched by the CSO for rural and urban areas state-wise. 
 
iii. To review alternative methods of estimation of poverty which may be in use in other 
countries, including their procedural aspects; and indicate whether on this basis, a particular 
method can be evolved for empirical estimation of poverty in India, including procedures for 
updating it over time and across states. 
 
iv. To recommend how the estimates of poverty, as evolved above, should be linked to eligibility 
and entitlements for schemes and programmes under the Government of India”. 
 
4.  The Chairman of the Working Group may co-opt any other official /non-official expert/ 
representative of any organization as a member (s), if required and may form sub-group (s) to 
address specific issues. 
 
5. Adviser (Perspective Planning), Planning Commission would serve as the secretariat for 
the Expert Group and maintain all requisite records.  
 
6. The expenditure of the members on TA/DA in connection with the meetings, field visits 
and other necessary travels of the Working Group/Sub-Group will be borne by the parent 
Department/Ministry/Organization. The TA/DA expenditure in respect of non-official members 
will be borne by the Planning Commission as admissible to the Class –I officers to the 
Government of India. 
 
7. The Expert Group will submit its report to the Planning Commission within a year.  
 
  
 
  

(Savita Sharma) 
Adviser (PPD) 

                     Telefax: 23096786  
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