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I ntroduction

The correct theorizing of the questions of food security and poverty has become
particularly important at the present time, which isone of rapid changesin the
economic environment in which small producersincluding farmersand workersare
living. In apoor developing country, the incidence of poverty isvery closely linked to
the availability of food, in which the staple food grains still remain predominant,
accounting for three-fifths of the daily energy intake of the population. The

measur ement of poverty in India hastraditionally adopted a nutritional norm specified
in termsof an average daily energy intake measured in calories. The National Nutrition
Monitoring Bureau hasinformed usthat “the NNMB has consistently confirmed in
successive surveysthat the main bottleneck in thedietaries of even the poorest I ndians
isenergy and not protein aswas hitherto believed... the data also indicate that the
measurement of consumption of cereals can be used as a proxy for total energy intake.
This observation is of considerable significance asit helps to determine rapid, though
approximate, estimates of energy intake at the household level.” {(emphasis added) It is
thisstronglink between the staple food grainsintake and poverty based on a nutritional
norm, which enablesusto put forward an analysis of the recent trendsin food security
and in poverty, in thelight of the impact of changing economic policies during the last
fifteen years.

The majority of academics and the Government of India today make two claims
which | believeto befactually incorrect , claimswhich are under pinned by a wholly
fallacious theor etical under standing of the current situation. They claim first, that there
is‘over supply’ of food grainsrelative to demand , (which they assume to be growing
normally) and so infer that food grains production should be cut back in favour of
‘diversification’; second, that poverty has been declining in Indiain the era of reforms,
specifically in the decade of the 1990s. My contention as regards both propositionsis
that they areincorrect, and that the correct position on theoretical and factual grounds
isprecisely the opposite. First, thereisnot over supply of food grains, but adeclinein
food grains supply and an even moredrastic decline of effective demand for food grains
especially in rural India owing to an abnormally fast loss of purchasing power during
thelast six years. so, far from cutting back food grains output, the correct policy isto
raise purchasing power and restor e effective demand as well asrestore access to
affordable food grainsthrough a combination of a universal, and not targeted,
employment guar anteeschemeand through revertingtoauniversal, not targeted public
distribution system.

Second, far from the per centage of population in poverty declining as claimed,
the factually correct position on the basis of current dataisthat poverty isvery high,
affecting at least three-quartersof rural and over two-fifths of the urban population.
Moreover the data show that the depth of poverty hasincreased considerably during
thefifteen yearsof reforms, with mor e people being pushed down into a poor er
nutritiond statusthan beforein most of the Indian statesand at the All-India level. The
reason that many academics and the Planning Commission reach the conclusion that
poverty isdeclining, isthat they use an estimation procedure which hasno basisin logic
and isindefensible on academic grounds. What that estimation procedureisand how it
differsfrom the correct procedureisone of the main questions | would try to explain,

! National Nutrition Monitoring Bureau, 25 Yearsof NNMB (Dehi 1997). Emphasis added.



for | believethat it ispart of the‘right to information’ that the intelligent citizen should
be ableto independently reach a judgement about the validity of the official procedure
and not simply take the truth of certain statementsfor granted. My lecture today will
focus on the correct theorizing of these two main questions— of declining effective
demand for food grains, and of the extent of poverty. Thishasbecome extremely
important because the widely prevalent incorrect theorizing in academic and
government circlesisleading to policy formulations and measur eswhich will only serve
to wor sen mass welfare and plunge even larger sections of therural population in
particular into higher unemployment and food deprivation.

Thefirst and second sections will briefly discuss the deflationary macroeconomic
policies combined with exposureto global price declines, which hasled to massive loss
of purchasing power inrural Indiain thelast six yearsand isreflected in falling food
grains absor ption and falling energy intake. Thethird section discussesthe
inter pretation of the decline in foodgrains absor ption while the fourth and last section
takes up the question of poverty estimation and how official and most academic
estimates use a particular indirect method of estimation, which completely de-links
poverty from nutrition norms by ignoring current data which show the ground reality
of rising nutritional deprivation and increasing depth of poverty.

1. What Deflationary policies and Trade Liberalization have meant for the Rural Economy
inIndia

Deflationary macroeconomic policies are strongly favour ed by international and
domestic financial interest groups who are quite obsessive about controlling inflation
and would prefer to see even an economy with a high rate of unemployment, growing
dowly and raising unemployment further, rather than risk any possibility of prices
rising owing to expansionary policies reducing unemployment. I nternational creditors
wish to maintain high real values of their financial assetsand high real interest rates
(inflation would erode both) - and are happy with bouts of asset deflation in developing
countries so that these assets can be snapped up at low prices by their corporations.
Their insensate and obsessive fear of inflation can be seen in the policies advised
uniformly by the International Monetary Fund to 78 developing countriesin the 1980s
and summarized in Table 1 from an IMF study. Thefirst three policies—restraint on
central government expenditure, limitson credit expansion, and reduction of budget
deficit to GDP ratio, add up together to a strongly deflationary package and all three
wer e actually implemented at the same time by four-fifths of the concerned countries,
while two-thirds capped wages and over half devalued their currency.

Theresultsof deflationary policies of the decade up tothemid-1980s have been
documented as sharp declinein rates of investment in both capital formation and in the
social sectors, leading to reduced or negative GDP growth and negative impact on the
human development indicators (seein particular Cornia, Jolly and Stewart 1987). A
number of studies since then have confirmed the adver seimpact and have argued for
expansionary policies. 2

2See Baker, Epstein and Pollin 1998, Halevy and Fontaine 1998. Patnaik 2000.



Tablel PoliciesFollowed by 78 countriesunder Fund-guided Economic Reforms

Percentage of Total Number of
Countries Implementing Policy

1 Restraint on Centrd Government
Expenditure

2 Limitson Credit Expanson

3 Reduction in Ratio of Budget
Deficit to GDP

4. Wage Redraint

5 Exchange Rate Policy

LeB 8K

Source: IMF study quoted in Cornig, Jolly and Stewart (eds) Adjustment with a Human
Face 1987,Val.l, p.11

Table 2
Reductionin Rural Development Expenditures under Economic Reforms, Selected
Years 1985-90to 2000-01

1985-90 19934 1995-6 1997-8 2000-
average 2001
1.Rurd Development
Expenditures as
Percent of NNP 3.8 2.8 2.6 2.3 19
2Aboveplus
Infrastructure 111 8.4 6.9 6.4 5.8

Sour ce: Government of India, Ministry of Finance, annua Economic Survey, for years 2001-02 to 2003-04,
Appendix Table S-44. ‘ Rurd development expenditures’ here are the plan outlays of Centre and Sates under the
five heads of agriculture, rura development, irrigation and flood control, spedd areas programmes, and village

and small scaeindustry. Infrastructure indudes all energy and transport including urban. Cdculated from
current values of expenditure and NNP at factor cost .

Table3 Decelerating Growth rates of Agricultural Output

Period Foodgrains Non-Foodgrains All Crops Population
1980-81 t0 1989-90 285 377 319 21
1990-91 to 2000-01 166 186 173 1.9

Source : Govt of India, Ministry of Finance, Economic Survey, 2001-02, p.189. Note that dowing
down of output growth is much steeper than dowing down of populaion growth implying faling per
head output.



Table4 Employment Declinein Rural India

Year Year Year Growth per Annum
1983 1993- 1999- 198310 1993-4 to
194 2000 19934 1999-00
% %
RURAL
1.Populaion,
mn. 546.6 658.8 7275 17 167
2. abour
force, mn. 204.2 2554 2704 215 0.9
3.Work force
mn. 187.9 241.0 250.9 240 067
4.Unemployed
mn.(2-3) 163 144 195 -119 5.26

Source: Gowt. of India, Minigtry of Finance, Economic Survey 2002-03, p.218.



India has been following exactly the same deflationary package of policies since
1991, whose impact has been especially severein India sagricultural sector which saw
sharp reduction in public planned development expendituresin rural areas, which has
traditionally included agriculture, rural development, irrigation and flood control — all
vital for maintaining output — to which we add also the outlays on special areas
programmes, and village and small scaleindustry to define overall ‘Rural Development
Expenditures or RDE. The employment- generating programmes had assumed a
special importance from the drought year 1987 onwar ds.

Over the 7™ Plan period marking the pre -reforms phase, from 1985 to 1990,
Rs.51,000 croreswas spent on rural development, amounting to 3.8 percent of Net
National Product, and Rs. 91,000 croresor over 7 percent of NNP was spent on
Infrastructure® By the mid- 1990s, annual spending on rural development was down to
2.6 percent of NNP, and after including infrastructure, lessthan 7 per cent was being
spent compared to 11 percent during the 7" Plan. Further declinestook placesothat by
2000-01 the share of spending under these heads was down to 5.8 percent of NNP, the
rural development part halvingto only 1.9 percent (see Table 2). | estimatethat in
constant 1993-4 prices about Rs.30,000 cror es lesswas being spent by the end-decade
year 1999-2000, compar ed to the beginning, 1990-91. A crude point-to-point comparison
would suggest an annual income loss of between 120,000 to 150,000 cr or es of rupees
assuming a multiplier value between 4 and 5. Actual incomeloss would have been
greater taking the cumulative losses over successiveyears. Thereal per capitarural
development expenditure which was Rs. 150.9 in 1989-90 had declined to Rs 136.6 by
1996-7 and reached itslowest point in 2000-01 at Rs. 124.4% Thisharsh contractionary
policy had nothing to do with any objective resour ce constraint but simply reflected the
deflationary policies of the BWI which wereinternalized and sought to bejustified by
the Indian gover nment.

Thereisno economic rationalefor believing that “public investment crowds out
private investment” which isthe common argument put forward for reducing the
state’srolein rural development. Precisely the contrary has been shown to hold for
certain types of investment essential for an irrigation-dependent agriculturelikeIndia’'s
such asirrigation projects of all types. Private tube-well investment isprofitableonly
wherethe water table remains high owing to seepage from state -built canal irrigation
systems, and where community integrated water shed management (planting trees and
using check-dams) is encouraged with state help. Private over-exploitation of ground
water has now reached a crisis point in many statesin India, with the water tablefalling
rapidly and with even therichest farmersunableto reach water after investing heavily
in deep bore -wells and submer sible pumps. Other infrastructureinvestment such as
rural power projects, roads, bridges, school buildings, clinicsand so on, are never
undertaken by private investorsbut arevital for stimulating development and
providing livelihoods both directly to those employedin building them and through the
important multiplier effectson employment and incomes, of theincreased wageincomes
being spent on simple consumer goods and serviceswithin thevillages. Themarket for
machine made textiles and other goods also thereby expands.

®In Infrastructure we are includi ng the expenditures on Energy and Transport.

*Rural development expenditure per capitais deflated by the All-India consumer price index. Using ingtead the
implicit deflator from NAS for public consumption expenditure (base 1993-4=100) gives Smilarly adecline
from Rs228.8 in 19934 to Rs. 191.9 in 2000-01.



The net result of the unwise cut-back of public investment and in RDE has been
a slowing of therate of output growth — both foodgrains and non-foodgrains growth
rates have almost halved in the nineties compared to the pre-reform eighties, and both
have fallen below the population growth rate even though thistoo is slowing down
(Table 3). Thishasled to declining per capita output during the nineties, for thefirst
time since the mid-sixties agricultural crisis, which however had been short - lived,
whereas per head agricultural output continuesto fall today even after a decade: The
Agricultural Universities had earlier played a major rolein developing and helping to
disseminate new crop varieties, and the cut in funding for research in these Universities
by affecting the search for better rain-fed crop varieties, has also contributed to the
deceleration in the growth of yields. With increasing use of land for commercial and
residential purposes, thegrosssown areain Indiahasremained staticsince 1991, soit is
only through yield rise that output growth can be maintained and it isherethat the
failureisevident.

The combination of declinein state RDE and the near-halving of agricultural
growth has produced a major crisis of rising unemployment. Thereisboth fast growing
open unemployment and fall in number of days employed of the work force during the
economic reforms period. Even with constant labour coefficients (labour days used per
unit of crop output) a near halving of employment growth wasto be expected given the
declinein crop output growth, but the decline in jobs has been even more as
mechanization especially of harvesting and use of chemical weed-killersasopposed to
manual weeding, hasled to falling labour coefficients. Further the rural nonfarm
employment growth, which was robust in the 1980s owing to reasonably high state
RDE, had declined in the nineties. Theratio of labour forceto population, or the
participation rate, has declined (lower participation rate reflects difficulty of finding
work), theratio of work forceto labour force has declined because open unemployment
has been growing at over 5% annually (Table 4). The elasticity of employment with
respect to output was 0.7 during 1983 to 1993-4 but has declined to 0.01 or virtually
zero, taking thereforms period 1993-4 to 1999-00.

L et no-one imagine that unemployed rural workers are migrating and finding
employment in industry: there have also been massive job losses in manufacturing
during thereform period and the shar e of the secondary sector in GDP hasfallen from
29to around 22 percent duringthenineties, in short I ndia has seen de-industrialization.
Theagricultural depression hasreduced the share of agriculturein GDP from about a
third at the beginning of the ninetiesto just over afifth a decade later, but the labour
for ce and population dependent on agriculture hashardly fallen, reflecting the decline
in per head incomes. Thus both the material productive sectors have declined and the
only sector which has ballooned in an abnormal manner’isthe tertiary or services
sector which now accountsfor over half of GDP.

Only asmall proportion of the services sector comprises| T-enabled high income
services, business process outsour cing, domestic tourism services and the like. The
major part in employment terms, is still low-productivity activitiesin which therural
displaced worker s stagnate at low income levels, servicing the requirements of the

® A rising contribution of servicesto GDP from aninitial situation of ahigh share of industry to GDP has been
typical for advanced economies. India however is seeing afast shift to servicesfrom areatively low initia
share of manufacturing and mining output, less than 30% of GDP, which is now down to about onefifth. This
shift to services reflects de-industridization and worsening income distribution.



upper incomeeliteswho havebeen improvingtheir real income position fast. Disposable
incomes have risen even faster for this segment since a part of the neo-liberal reforms
includereduction in direct tax rates. Advanced countries usually have this upper-
income 10 to 15 percent minority of Indiansin mind when they demand market access
for their manufactures and agricultural products, and no doubt 100 to 150 million
peopleisalarge potential market. But the situation of the vast majority of the mainly
rural population who not merely stagnate at low income levels but whose position is
consider ably wor setoday than a decade earlier, cannot beignored: a potentially highly
destabilising situation isin the making.

Whileincome and employment reduction through deflationary policiesisthe
first main reason for loss of purchasing power in rural India, the second main reason is
the unwise opening to global marketsthrough full trade liberalization at a time from
the mid-1990s, when global markets went into recession and primary product prices
started falling— afal which continuesto this day.

2. More Trade leads to more Hunger in Developing countries under Global and local
Deflationary Conditions

Theland resour cesof India, moreso than in most developing countries, havethe
potential for producing a highly diversified range of products - not only the crops and
fruits grown in the summer season in temper ate lands but also thetypically tropical
crops, which cannot be grown at all in advanced countrieslocated in temperateregions.
The crops of our lands have been demanded abroad in advanced countriesfor over
three centuriesfor meeting their direct consumption and raw material needs. But,
historically the growth of exports from tropical agriculture under free trade regimes, has
always led to a fall in domestic food grains output and availability, plunging the mass of
the population into deepening under-nutrition and in extreme casesinto famine. In the
half —century before Indian independence, per capita foodgrains output fell by nearly
30 per cent while export crops grew ten timesfaster than foodgrains. | have earlier
discussed some historical and current casesin developing countries, of theinverse
relation between primary sector exports and domestic foodgrains absor ption (see
Patnaik 1996, 2003a).

Thisisbound to happen sinceland isnot areproducible resour ce, and heavy
external demand made on our mor e botanically diver se lands by advanced countriesto
meet their ever-rising and diversifying needs, leads to diversion of our land and
resour ces away from locally consumed food staplesto meet export demands. The
position isworsened by exports out of more slowly growing food output itself. The
Ricardian theory of compar ative advantage which saysthereis necessarily mutual gain
from specialization and trade, contains a material and logical fallacy since the
conclusion is based crucially on assuming that ‘both countries produce both goods
which isfactually untruefor agriculture. The advanced countries mainly located in cold
temperate regions cannot producetropical cropsat all, so the cost of production of say
coffeeor rubber cannot even bedefined in thesecountries, leavealonerelative cost and
transformation frontiers®

6 Patnaik 2005, “ Ricardo'sFalacy”. A shorter version isavailablein Patnaik 2003a



In theory, more primary exportsfrom developing countries can accompany
mor e food production for domestic needs, but this can only happen when thereis
substantial risein investment to raise productivity, for land isa non-producible
resour ce whose ‘supply’ can only increase via investment per mitting one hectareto
produce what two hectaresdid earlier. It also requiresthat mass domestic demand
grows, and isnot held in check by income-deflating policiesor excessivetaxation aswas
the case under colonial systems.

Thedeeply disturbing feature of the current thrust for liberalizing tradeisthat it
has been taking place within an investment-reducing, deflationary regime. | predicted
in 1992 that given the deflationary climate, food security would be under mined with
tradeliberalization in India and that is precisely what has happened. As soon astrade
was liberalized from 1991, within a few years, 8 million hectar es of food-growing land
wer e converted to exportable crops leading to fall in per head foodgrains output, but
farmersdid not benefit since their exposureto steeply falling global primary prices
from mid-decade has plunged them into spiralling farm debt and insolvency. Nearly
nine thousand recorded farmer suicidesin India since 1998 are only thetip of the
iceberg —thereisapervasive agrarian crisisand foodgrains absorption in India is back
tothelevel prevailing fifty years ago.

Tradeliberalization and an export thrust makes sense when local and global
markets ar e expanding owing to expansionary developmental policies which promote
growth in the material productive sectors, rising employment and incomes. But when
the oppositeisthe case, when both globally and in local economiesthe dominant policy
sentiment is strongly deflationary as at present, then trade liberalization spellslowered
mass welfarein developing countries.” India’s experiencein the last fourteen years
providesagood illustration of this.

India, asasignatory to GATT 1994, removed all quantitative restrictionson
trade and converted to tariffsby April 2001, lowering the aver age tariff rate at the same
timeto 35%, or well below the bound rates which were 100% for cropsand 150% for
agricultural processed products. India’ sthrust for trade liberalization could not have
been wor se timed, since advanced country marketswerein recession and global
primary product priceswent into a steep tailspin with 40-50 per cent declinein unit
dollar prices of all crops—cereals, cotton, jute, sugar, tea, coffee—and up to 80 percent
declinein someoil cropsbetween 1995 and 2001 as Table 5 shows. With abrief spikein
2002 prices have continued to fall and some prices aretoday lower than asfar back as
1986. Thepriceto growersiseven lower than world price asthe activities of the state
mar keting boar ds have been replaced by private transnational companiesfor many
crops.

Aspricesfell for Indian producers of export crops, their accessto low-cost credit
was reduced under financial sector reforms. Since the nationalization of banksin 1969
agriculture and small scale industry had been treated as priority sectors offered bank
credit at alower than averageinterest rate but that ended with financial reforms,
thrusting farmersinto dependence on private moneylenders and high-cost credit
(interest rates are usurious, ranging from 36 to 60 per cent annually). Other crucial
input pricesincluding power tariff wereraised as part of the neoliberal dictaon

7 Seemy discussion in Patnaik 1996, 2003c.



reducing subsidies (which wer e alr eady meagre compared to developed countries).
Reduced tariff protection meant that producers of rice, fred fruit and dairy products
faced the under mining of their incomes from inflow of usually heavily subsidized
foreign goods.

Morethan six thousand indebted farmers, mainly cotton farmers, have
committed suicidein Andhra Pradesh alone since 1998 as its gover nment which had
entered into a state-level Structural Adjustment Programme with the World Bank,
raised power tariff fivetimes even as cotton pricefell by half (Table 6). Over athousand
farmer suicides have also taken placein Punjab, mainly in the cotton belt, new rounds
of suicidesarerecorded in Karanataka and Vidarbha, and in the four yearsfrom 2001,
over 1,250 suicidesarerecorded in Wynaad in Kerala aspricesto thelocal growers of
coffee, tea and spices have nose-dived even mor e steeply than global pricesoncelarge
companieshavetaken over purchaseand marketing. Thusby 2003 the price of coffeeto
the grower was only one-quarter and that of tea and pepper only one-third of the prices
prevailing in 1999.

Theagrarian crisiswasthe main reason for the decisive massr ejection of neo-
liberal policies and the May 2004 elector al defeat of the NDA coalition at the Centre as
well asthe TDP government in Andhra Pradesh. In recognition of the employment
crisisthe new United Progressive Alliance or UPA had promised to implement a
National Rural Employment Guarantee Act which has been recently formulated and
passed by Parliament, but which has been diluted by taking the household asthe unit,
wher e only one member isentitled to work, and by providing the option of setting the
wage below the statutory minimum wage.

India has exported record volumes of wheat and rice during the last six years,
and itssharein global exportsof rice and wheat hasrisen quite noticeably. Despite the
drastic slowing down of output growth noted in Table 3, India exported 22 million
tonnesof foodgrainsduring thetwo years 2002 and 2003 (Bhalla 2005), and the shar e of
grain exportsin total exportshasrisen from under one—fifth to almost a quarter. There
ishigher global trade integration reflected in rising trade-GDP ratio. During the severe
drought year starting from monsoon 2002, despite grain output being 30 million tonnes
lower than in the previousyear, from June 2002 to November 2003, atotal of 17 million
tonnes of foodgrains wer e exported by the former NDA government. Superficially it
looks as though palicies of trade liberalization have ‘worked.’

However the crucial fact which is suppressed in official publicationsand in the
writings of pro-reform economists, and thisistrue even after the elections and the
changein government, isthat the vastly increased grain exports have been coming out
of more and more empty stomachs as millions of rural labourers and farmers have
suffered job loss and income decline. Food grains absor ption in Indiatoday hasreached
a historic low asaresult of the massive declinein purchasing power especially in
villages owing to the combination of rising unemployment, rising input and credit costs
for farmersand exposureto global price declines. L oss of purchasing power ispervasive
affecting both the 158 million wage-dependent workers as well asthe 120 million
cultivating workersand their families. Targeting the food subsidy from 1997-8 by
restricting supply of cheaper grain to only those officially identified as ‘below the
poverty line hasalso added to theinstitutional denial of affordable food grainsto the
poor, not merely owing to mistakes of wrong exclusion from the set of the officially



poor, but also owing to the gross official underestimation of the numbersin poverty,
discussed at the end of the paper.

Table5 Prices of someimportant traded primary products, in USdallars

1988 19%5 1997 2000 2001 Per cent Change
(Jan.) 2001 over 1995

Wheat (USHW) 167 216 142 130 133 -382
Wheat (USRSW) 160 198 129 102 106 -46.5
Wheet (Argentine) 145 218 129 112 118 -459
Maize (Argentine) 116 160 133 8 a0 -50.0
Maize (US) 118 159 112 97 R -220
Rice (US 2657 - 490 271 291 -337
Rice (Thai) 284 336 316 207 179 -46.7
Cotton 635 98.2 775 66 49.1 -50.0
Groundnut Oil 590 991 1010 788" - 20.5*
Pam QOil 437 626 935 AT -88.1*
Soyabean Ol 464 479 625 714* -85.1*
Soyabean Sead 297 273 262 199 178 -34.8
Sorghum seed 110 156 m 102 S°] -365
Sugar 102 133 114 102 9.2 -30.8
Jute 370 366 302 276 - 24.6*

Source: Food Outlook, Variousissues from 1986 to 2001; available from Globa Information and Early Warning
System on Agriculture, U N Food and Agriculture Organization; and M onthly Commodity Price Bulletin,
UNCTAD 2001. For the cereds, edible oils and seeds the unit is USD per ton, for cotton and sugar, US cents
per Ib. and for Jute, USD per metric ton. * Reaesto 1999, and percent changeis 1999 compared to 1995.
The 2004 price data show that sugar , cotton and jute prices continue to remain flat around 2001 levelswhile the
ceredlsshow somerise.



Table6: Suicides of farmersin Andhra Pradesh by district

No Digrict 1998 1999 2000 2001 2002 Totd

1 Warangd e 7 7 28 903 1022

2. Ananthapoor 1 1 50 50 10 112

3. Mahaboobnager 14 2 25 10 — 51

4, Karimnegar 3 10 6 30 1220 1297

5. Guntur K2 10 1 6 — 49

6. Khammam 2 5 3 2 36

7. Medek 15 3 2 8 — 28

8 Adilabad 9 8 5 13 — 35

. Nagonda 5 1 10 11 8 35

10. Nizamabed 9 1 — 11 — 457 478

i Rangareddy 5 — 3 6 — 14

12. Kurnool 4 4 2 4 — 14

13. Chittoor 3 — — 2 — 5

14. Krishna 4 1 1 3 1 10

15. Prakasham 1 3 — 2 — 6

16. West Godavari 1 — — 5 — 6

17. Eagt Godavari — — 1 2 — 3

18 Sreekekulan — 1 — — 1

10. Cuddgpah — — — 4 — 4

20. Viskgpatnam — — — 1 — 1
Unknown 2 1 — — — 3
Totd 233 58 116 202 2601 3210

Note: The total number of suicides up to 2004 is over five thousand. Data from police records up to
Jan. 27, 2002, presented by Kisan Sabha & a symposium on farmer suicides hed a Hyderabad
(Andhra Pradesh), 3February 2002 and attended by the author. The Table has been partialy updated
by incorporating information for the entire year 2002, so far available for the three digtricts only
(Warangd. Karimnagar and Nizamabad) as reported in The Hindu, Hyderabad edition, Jan.6 2003.
For the other didtricts the figures given in the last column continue to refer to a single month, January
2002. Additiona suicides numbering 1700 have taken place since then, for which the digtrict break-up
isnot yet avalable.



3 Largedeclinein Food grains Absorption per Head is owing to Falling Purchasing
power, not ‘voluntary choice

The per capita availability or absorption of food grainsin India has declined
alarmingly during the decade of deflationary neo-liberal economic reforms, to only 155
kg. annually taking the three year average endingin 2002-03. Thiscurrent level isthe
same asfifty yearsago during the First Plan period, and it isalso the level seen during
1937-41 under colonialism. This meansthat the food security gains of the four decades
of protectionism up to 1991, have been totally reversed.

After Independence, from the early 1950sto four decades later, taking the 3
years ending 1991, the per capita food grains availability had climbed slowly from 155
kg.to 177 kg. -the achievement not only of ‘Green Revolution’ but of expansionary
policies slowly raising mass incomes and demand, without too much risein already high
inequality. Whilethe Green Revolution had many problems, itspositive achievement in
raising grain availability and absor ption, should not be under estimated. All thiswas
reversed from the early 1990s. Asthe new regime, of deflationary economicreform
policies from 1991 er oded mass employment and incomes, we find a decline of per
capita absor ption to 174 kg by thetriennium ending in 1998 and a very steep fall after
that to the current abysmally low 155 kg level. Forty years of successful effort to raise
availability has been wiped out in a single decade, with over four-fifths of the decline
coming in the last six years. 8

Availability or absorption, is calculated from the har dest data we have, on
annual net output® adjusted only for changein public stocksand in trade, so by
definition it hasto cover all final uses— direct use for consumption asgrain and its
products, use asfeed for converting to animal products (a part of thisisexported), and
industrial use. Per head availability/ absor ption (the two ar e used as synonyms) isnow
one of the lowest in the world, with only Sub-Saharan Africa and some least developed
countriesregistering lower absor ption than India. Since urban India has been
increasing aver age absor ption and average calorieintake, it isrural Indiawherethefall
has been very steep. For comparison, China absor bed 325 kg. grains per capita
(excluding tubers) in the mid -1990s compared to India’s lessthan 200 kg. at that time,
M exico absorbed 375 kg., European countriesabsorbed 700 kg. or more and USA
absor bed 850 kg. Except under abnormal conditions of war or famine, grain absor ption
isalways observed toriseasa country’saverageincomerises. Thisiswhy thefall in
Indiaisso unusual, and it isnot being correctly theorized.

Although grain output per head fell by about 12 kg. over thefiveyearsendingin
2002-03, as may be checked from Table 7 the per head absor ption hasfallen much
mor e, by 21 kg. over the same period. The average I ndian family of five membersis
absorbing 100 kg. less of food grains annually than a merefive yearsago and sincein
urban India absorption hasrisen (calorieintake hasalsorisen), it istherural family
which is absorbing even lessthan the average fall indicates. Thisabnormal fall is
because of the loss of purchasing power for reasons already discussed, and it got
reflected in amassive build -up of unsold public food stocks, reaching 63 million tonnes

8| have discussed thisin more detail in Patnaik 2003b, 2004.

*The officia practice for 50 years, which | have followed in Table 7 isto deduct 12.5 percent from gross output
intonnes, of foodgrains (cereds plus pulses) on account of seed, feed and wastage, and to the net ouput so
obtained, add net imports and deduct net addition to public stocks.



by July 2002, some 40 million tonnesin excess of thenormal stocksfor that time of year.
Rather than starting large-scale food-for work schemesto restorelost work and
incomes, between June 2002 and October 2003, over 17 million tonnes of food grains
were got rid of by the NDA government by exporting out of stocks with subsidy, and it
went mainly to feed European cattle and Japanese pigs.

There can betwo very different waysthat such huge food stocks can build up:
demand growth isnormal but output increases much faster, or alter natively output
increase is normal, but demand reduces very fast owing to loss of incomes, and the
demand curve shifts downwards. In both cases supply exceeds demand, but for very
different reasons. As already shown output growth has not been normal but has
actually gone down, so thefirst reason does not hold. It ismass effective demand, hence
absor ption which has declined to a much greater extent, soit isthe second reason and
not thefirst which accountsfor the present paradox of increasing rural hunger and
record grain exports. If rural demand had been maintained even at the 1991 level, the
absor ption of foodgrains today would be 26 million tonnes higher than it is, and there
would be no crisisin the agriculture of Punjab and Haryana, which have lost an
internal market to that extent in thelast six yearsalone. Instead of rural per capita
calorieintakedeclining to below theurban aver age, ashasbeen thecasein thenineties,
ener gy intake would have been maintained.

Since all-India per capitaincome hasbeen rising during thereform period, such
adradticfall in food grainsabsorption isclearly, only compatiblewith adrasticrisein
theinequality of income distribution aswe had earlier pointed out (Patnaik 2003b). But
rising inequality can also occur when all incomesarerising. Rising inequality per seis
neither necessary nor sufficient for the observed drastic absolute declinein grain
absor ption.” The only scenario which is compatible with it, isa particular type of risein
inequality, namely absolute declinein real incomes and rise in absolute poverty,
concentrated mainly in therural areas, combined with alargerisein real incomesfor
the top fractiles of the population, concentrated mainly in urban areas. The data are
partly reflecting this: oneindicator isthe declinein theper capitareal expenditure on
consumption by the lowest four-fifths of rural population during the end- 1990s and
very sharp rise by thetop onefifth of urban population, which has been noted by Sen
and Himanshu (2005). But even these findings with expenditure arelikely to under state
thetrue extent of incomedeclinefor the massof therural population (we have no direct
data on incomes). Thisis because this mass has been obliged to lose assets to maintain
consumption and stay alive, while the well-to do have been saving much more over and
abovetheir greatly enhanced real expenditure and have entered real estate and
financial markets. In short, there are in addition to the changesin observed flow
variableslike expenditure, also stock adjustments going on, namely changesin the
distribution of assets which are adverse for the poor and which the data we have do not
captur e adequately as yet.

The official position isone of wholesale denial of these obvious facts and the
creation of what can only becalled afairy tale, fit only for intellectual infants. It is
argued that thereisvoluntary reduction in food grainsintake and thusthereis‘over-
production’ requiring a cut-back in cereals output — a position not supported by the

0 Rising inequdity isnot necessary because we can havefdl in grain aosorption when dl incomes arefalling
and inequdity is unchanged. It is not sufficient becauseif with increasing inequality al incomesarerising, grain
absorption will not fall.



facts. Thefull fairy tale set out in official publications goeslikethis: every segment of
the population isreducing demand for cereals because average incomeisrising; (here,
theincreased incomeisassumed to bedistributed in the same way as earlier, with no
increase in inequality). People of all expenditure classes are voluntarily diversifying
their diets away from cereals. The only reason that farmers continue to produce more
cer ealsthan demanded, and hence big stocks build up, is because too much output has
been encouraged by ‘too high’ administered, minimum support prices of cereals. So

M SP should be cut, cereals output in excess of what is demanded at present should be
discouraged and the output pattern in agriculture should be diversified to more
commer cial export crops under the aegis of agr o-businesses.

Thisanalysisis completely incorrect and isinconsistent with the hard facts of
rising unemployment, falling output growth, immiserization of farmersin debt and land
loss, and resulting deep agrarian distress. | t isdangerousin reaching policy conclusions
which arethe opposite of those required, and which if implemented will reduce food
security further and pauperize even more farmers.

To give an analogy, albeit an imperfect one, supposethat a patient has been
wrongly diagnosed by a doctor and loses weight rapidly to the extent of 30 kg. The
doctor then blamesthetailor for making the clothes of the patient too big and advises
that the old clothes should be thrown away and new ones sewn to fit hiswasted body.
Such advice will certainly alarm the patient for it showsthat an abnormal situation is
being rationalized as normal and no treatment to restorethe patient to health will be
followed. The official position on food grains output and food security, regre ttably
shared by many academics who seem not to have applied their mindsto the matter, is
indicative of such illogical reasoning and is alarming indeed for farmersand labourers
in distress. The official prescription of reducing M SP, ending open-ended procur ement
and cutting back on output will wor sen food deprivation and deepen poverty for the
millions of farmersand labourersalready in deep distress. Theideathat pricefall
benefits ‘the consumer’ ignoresthe fact that three-fifths of consumersin a poor country
arethemselvesrural producersor dependent for jobson producers, and deflation
harmstheir incomes.

It isan alarming scenario too for the farmersof Northern India who over thelast
four decades have been asked to specialize in food grains production, and have
performed magnificently, selling their rising surpluses uncomplainingly to the Food
Corporation of I ndia even when the domestic procurement price was far below world
priceinthe1970sand again in thedecadeup tothelate 1990s. They haveensured cheap
food to urban areas and food deficit regions by not seeking to maximize their own
incomes. Today, as a result of the official embracing and putting into practice of
mindless deflationary policies which have reduced mass purchasing power, they have
lost internal grain marketsto the tune of 26 million tonnes and ar e being given the
irresponsible advice to ‘diversify’ and export to world markets even though these
continueto bein recession, and even though all inter national organizations predict
continuing fall in agricultural termsof trade up to 2009-10. Calculations by FAO shows
that thetermsof trade for agriculture globally, with 1990-91 as base year equal to 100,
wasabout 50 by 2001, compar ed to over 200in the1970s. All projectionsup to 2009-10
by international bodies, show continued absolute price fall and further declinein terms
of trade.



The question that is neither raised nor answered in official publicationslikethe
Economic Survey and the Reserve Bank of India’sReport on Currency and Finance
which articulate the fairy tale of voluntary diver sification, is- How can people suffering
employment lossand facing unprecedented crop pricedeclines, beinferred to be better
off and be voluntarily reducing cerealsdemand, and how isit that the current reduced
level of total absor ption of food grains per head of 155 kg. per annum, isnot seen in any
country except the least developed and sub-Saharan African countries? The observed
falling share of food expenditurein total expenditure for almost every expenditure
group, isofficially cited as proof of every income segment including the poor est
diversifying diets and becoming better off, and seemsto have persuaded some
academics. No attention is paid to steadily falling averagecalorieintakein rural India
as ‘diversification * proceeds. The argument is quite fallacious and is based on a simple
confusion between the necessary and sufficient conditions for improvement.

A falling shar e of food expenditurein total expenditure, as awell asafalling
share of grain expenditurein food expenditure, are necessary, but not sufficient indices
of the consumer becoming better off, particularly when we are considering, not an
advanced country rich population, but a population already at alow standard of life.
Thefood spending share of total spending can fall and isactually observed to fall, when
people ar e getting wor se off because their real incomeisconstant or falling, since owing
to greater monetization of the economy and higher cost of utilities, they are forced to
spend mor e on the bare minimum of non-food essentials. Thuseven when price—index
adjusted incomeisunchanged over time, some food expenditure hasto be sacrificed at
the later date to buy fuel (which isjointly demanded with food grains and is no longer
available from common property resour ces), incur higher transport costsin search of
work, incur higher health costs and so on. Since the overwhelmingly large part of food
expenditureitself ison staple grains, it isthiswhich fallswhen food expenditureis cut.
Data for sub-Saharan African countries show dietary ‘diversification’ as per capita
income declines. We observe a falling share of calories from cerealsand rising share
from animal products, even as, with thelarge declinein cereal intake absolute calorie
intakeis seen to decline quite steeply (see Patnaik 2003b for a discussion). In effect, a
Sub-Saharan Africa already existsin rural India today.

The official solution isinhumanein rationalizing increasin g hunger asvoluntary
choice, basing its prescriptions on bad theory and fallacious reasoning. The only
solution which isboth humane and isbased on sound economic theory, istorestorelost
internal purchasing power through a universal Employment Guarantee and to revert to
auniversal Public Distribution System. The Finance Minister unwisely cut rural
development expendituresdrastically to only Rs.13.5 thousand croreslast year —the
same absolute sum as was spent fifteen yearsearlier in 1989-90. Rs. 13.5thousand
croresisan all-timelow of only 0.6 percent of NNP and this gratuitous act of deflation
in the face of farm crisis, has wor sened the problems of unemployment and hunger. It
may becompared totheRs, 51,000 croresspent by the NDA in 2003-04 in the after math
of drought, which sum itself wasinadequate at 2.5 per cent of NNP, substantially lower
than the pre-Reform 7" Plan outlays of nearly 4% of NNP.

To meet the 10" Plan budget estimates of outlays on rural development, the
gover nment now needs to spend at least Rs. 100,000 crores during fiscal 2005-06 and
2006-07, of which up to Rs.30,000 crores should be on the national rural employment



guarantee, and theremainder on the urgent and neglected needs of agriculture, rural
development, irrigation and village and small scale industry. Although one lakh crores
may sound a large sum it is still lessthan 4 percent of anticipated NNP in the next two
year s and inadequate for the needs of 700 million people, threefifths of the nation,
whose fatedepends on the gover nment’s policy.

Thebizarreofficial effortstore-invent increasing hunger as free choice, are
buttressed by spurious estimates of the population in poverty, discussed in the last
section.

Table7 Summary of Annual per capita Foodgrains Output and Availability in Indiain the
Nineties ( Three Year Average)

Threeyr. Average Net Output per Head Net Availability per Head
Period Population Caeds Food- Cereadls Pulses Foodgrain
Endingin million Kg. grains Ka. Ka. Kg/ Gms/
Year day
1991-92 850.70 16343 178.77 1628 142 1770 485
1994-% 901.02 166.74 18159 1608 135 1743 478
1997-98 953.07 16298 176.81 1616 126 1742 477
2000-01 1008.14 16484 177.71 1517 115 1632 447
2002-03 105067 15385 164.09 14291 1012 1530 419
Individual Year
2003-04* 1087.6 15833 170.83 na na. na na.
2004-05* 1107.0 15121 162.35 na na. na na

Changein Per Capita Availability of Foodgrains, %

Triennium ending 1991-92 to Triennium ending 1997-98 -16
Triennium ending 1997-98 to triilenniumending 2002-03 -122
Total Change, 1991-92 to 2002-03. -13.6

Source: For output, trade and stocks, Reserve Bank of India, Report on Currency and Finance,
various years, and Govt.of India, Ministry of Finance, Economic Survey, various years. For
population, the annual compound growth rate of 1.89 % has been derived from the Census population
totas for 1991 and 2001 and used to interpolate for inter-censal years. Before 1991 and from 2001
onwards, the population figures given in the Economic Survey have been used.

* indicates provisional.



4. Alternative Measures of Head-Count Poverty: or,

How to Count the Poor Correctly versus|llogical Official Procedures



Poverty studiesin Indiasincetheearly 1970s, have been based on the use of a
‘poverty line’ expenditurelevel, defined asth at level of expenditureper capitaper month
on all goodsand services, whose food expenditurecomponent provided an ener gy intake
of 2400 kcal per capitain rural areasand 2100 kcal per capitain urban areas. All persons
spending below the poverty line expenditure are considered to be poor. Therequired
daily allowance (RDA) of ener gy was specified by the Indian Council for M edical
Resear ch and recommended by the Nutrition Expert Group to the Planning Commission
in 1969. Thisisobviously a very minimalist definition of poverty, since no normsar e set
for essential non-food items of spending such ason fuel for cooking and lighting, clothing,
shelter, transport, medical care or education.

Thedatabasefor estimating poverty hasbeen the National Sample Survey Rounds
on Consumption Expenditure which take the household as the sampling unit. These
surveys present the distribution of persons by monthly per capita expenditure groups,
and since the quantities of foods consumed and their calorie equivalents areavailable,
they also present the calorieintake per capita per diem by expenditure groups. That
particular expenditure group whose food expenditure met the calorierequirement in
1973-74, wasidentified and the relevant expenditure was defined asthe poverty line
expenditure (often thisis mis-abelled as poverty lineincome but wehavenoinformation
on income). Large sample surveysarecarried out at five-yearly intervals, the latest
available data being from the 55" Round relating to 1999-2000, from which therelevant
datafor All-Indiaisreproduced in Table 8 using two published Reports of the NSS.

A good idea of the current magnitude of head —count poverty can be obtained by
the non-expert without doing any calculations, simply by inspecting the datain Table 8.
Looking at thefirst, third and fifth columns, 69.7 percent or say sevententhsof therural
population of India, spending less than Rs.525 per month per person, was below the
average calorielevel of 2403 (nearly the same asthe 2400 nor m), which wasobtained only
by the next higher spending group of Rs. 525-615. Since personsin the lower part of this
group also obtained below 2400 calories, the poverty percentage is a bit higher than
seven-tenths, and on plotting the data on a graph we obtain the mor e exact fi%;ureof 74.5
per cent below Rs.565, the expenditure required to access the energy norm.™ But, the
official Planning Commission figure of rural head -count poverty from the same data is
only 27.4 percent! Thedifference between the estimate obtained by direct inspection of
thelatest data and the figure as given by the Planning Commission, is 47 per cent, so
nearly half of the actually poor rural population, about 350 million persons, are excluded
from the set of the officially poor.

Again, from direct inspection we see that about two-fifths of the urban population
spending below Rs.575 per capita per month obtained lessthan 2091 calories (very close
to the 2100 urban norm) which wasthe average for the next higher spending group. The
exact percentagein urban poverty on plotting the graph, is 44 percent. The Planning
Commission figurefor urban poverty for the same year isonly 23.5 percent. What
explainsthis big difference?

" The required graphs are 1) the ogjive of cumulative percentage of persons below specified expenditure levels,
and 2) the relation between per capita expenditure in each expenditure group and the per capita caorie intake for
each expenditure group. With two relations and three varigbles—caorie intake, percentage of persons, and per
capita expenditure —knowing thevalue of any one variable determines the ather two.



The Planning Commission has never officially given up the nutritional norm of
2400 calories. The majority of economistsin India believe that thisnorm is still being
followed. Thereality isthat the actual estimation procedur e followed by the Planning
Commission has de-linked its poverty estimates completely from the nutrition norm. The
poverty line was obtained following the norm, only in the year 197374 using the 28"
Round NSS data, a date three decades in the past. For that year at pricesthen prevailing,
therural and urban poverty lineswere Rs.49.09 and Rs. 56.64 per capita per month, since
at these expendituresthe 2400 rural and 2100 urban calorie intake normswer e satisfied.
It was found that 56.4 percent of the rural and 49 percent of the urban population were
below these poverty lines.*?

For later years, strange though it may seem, no use was made of asingleiota of the
actual consumption data and calorie equivalents, thrown up by as many as five successive
large-sample surveys (in 1977-8, 1983,1988-9,1993-4,and 1999-2000) . There was no
official attempt to update the poverty lines on the basis of the available current
information on what expenditur e was actually required to meet the nutrition norm.
Rather, the three decade old poverty lines (Rs 49.1 and Rs.56.6, rural and urban), were
simply adjusted upwards by using a price—index , while assuming an invariant 1973-74
consumption basket. The adjusted poverty line was then applied to the cumulative
distribution of personsby expendituregroups, in current NSSdatato obtain the‘poverty
percentage’ . Thusthe current data were, and are being used selectively, with only the
distribution of personsby expenditure classes being used, and the associated ener gy
intake part being ignored completely. The declining ener gy intake corresponding to
official poverty estimates are never mentioned, nor do academics following the same
method ever mention thelower ed calorieintakecorrespondingtotheir estimates(videthe
papersin Economic and Political Weekly, 2003, special number tendentiously titled
‘Poverty reduction in the 1990s'). The credibility of official and similar academic poverty
estimates would certainly comeinto question if the educated public at lar ge was infor med
how far below RDA (Required Daily Allowance)the consumption standard has been
continuously pushed down, by the official method.

For example the official price—index adjusted poverty line for 1999-2000 was
Rs.328 only (about 6.7 times Rs. 49) and this has been applied to thefirst and last
columns of Table 8 to read the population below thisline which cameto 27%. No
attention was paid to the fact that at this expenditure a person could access at most only 1890
calories, over 500 calories per day below the RDA and nor isthis fact ever mentioned to the
public when poverty estimates are quoted by the Planning Commission. This amountsto
suppression of information and is not an academically acceptable procedure. The same
appliesto the academicswho follow the official method and who never alludeto thelower
and lower calorieintakeinherent in their price index- adjusted poverty lines over time.

Academicswriting earlier (R. Nayyar 1991) however, had estimated poverty both
by direct inspection of current data and by the official price-index adjustment to a base
year method. Nayyar had explicitly noted that the poverty figures estimated by the official
method, diver ged more and more over time from the much higher poverty percentages
yielded by directly using current data. Asthe base year of the official method gets further
back intimethedivergencehasassumed absurd proportions. For 1993-4 the official price
index adjustment method gave arural poverty line of only Rs.205, and 37.3 % were

2 |tisacurious matter of chance that poverty lineswere Rs.49.1 and Rs 56.6 while the corresponding poverty
percentages were 56.4 and 49.



below it in the 50" Round distribution of per sons by expenditure groups, and so deemed
to be‘in poverty’, but the fact that at thispoverty line only 1,970 calories per diem could
be accessed (over 400 calories below the RDA) was never mentioned to the public.
Inspecting the samecurrent 50" Round data showed that 74.5% of persons or doublethe
official estimate, had an intake below the RDA of 2400 calories, because their monthly
expenditurewasbelow Rs.325, therealistic poverty lineat which the nutrition RDA could
be accessed.

Mehta and Venkataraman (2000) in a short but significant paper, later also
pointed out for the 50" Round data, thislar gedivergence between theresultsof applying
the official definition, and following the official price-adjustment procedure. They do not
refer totheearlier discussion by Nayyar (1991) who had already pointed out the
divergencefor earlier Rounds and had also analysed state-wise diver gence.

I n 1999-2000 aswe havealready noted the official estimategivesonly 27.4 per cent
in poverty becausethesearethe personsspending below theprice-index adjusted official
poverty line of Rs.328, but again the further lowering of the associated energy intake
standard to 1890 calories, over 500 caloriesper day below RDA, isnever mentioned. The
same current 55" Round data shown in Table 8 continue to give 74.5per cent of per sons
actually in poverty, namely with intake below 2400 calories becausetheir expenditurewas
below the Rs.565 actually required to accessthe RDA. (However greater poverty depthis
seen by 1999-00, with mor e of the population moving below 1800 caloriesascompared to
1993-94). Thusin 1993-4 the official method had left out 37.2 percent of the total rural
population who wer e actually poor, while by 1999-2000 the official method was |leaving
out 47.1 of thetotal rural population or around 350 million personswho wer e actually
poor. Table 9 summarizesthe official poverty lines, poverty percentages and the falling
calorieintakes at poverty lines, and it givesthe true poverty linesrequired to access the
RDA, along with thetrue poverty percentages.

Table8 Per centage Distribution of Persons by Monthly Per Capita Expenditure
(MPCE) Groups and average Calorie Intake per diem, 1999-2000, All-India
RURAL

Monthly Average Cdorie Per cent Cumulative

per capita MPCE Intake of per cent of

Expenditure per diem Persons Persons

Rupess Rupess per Capita % %

Below 225 191 1383 51 51

225 255 242 1609 5.0 101

255 300 279 1733 101 202

300- 340 321 1868 10.0 30.2

340- 380 361 1957 10.3 405

380- 420 400 2054 9.7 50.2

420- 470 445 2173 10.2 60.4

470- 525 497 2289 9.3 69.7

525 615 567 2403 10.3 80.0

615 775 686 2581 9.9 89.9

775 900 851 2735 5.0 94.9

900 & more 1344 3178 50 99:9



ALL 486 2149 9.9

SUMMARY

470 525 2289

and less and less 69.7

525 615 2403 103

615775 2581 199

and more and more

URBAN

Monthly Cdarie Per cent Cumulative
per capita Intake of Persons Percent of
Expenditure per diem % Persons
Rupess per Capita %
Below 300 1398 5.0 5.0
300 350 1654 51 10.1
350 425 1729 9.6 19.7
425 500 1912 101 298
500- 575 1968 9.9 39.7
575 665 2001 10.0 49.7
665 775 2187 101 59.8
775915 2297 10.0 69.8
9151120 2467 10.0 79.8
1120-1500 2536 101 89.9
1500- 1925 2736 5.0 99
1925 & more 2938 5.0 100
ALL 2156 99.9

SUMMARY

500- 575 1968

and less and less 39.7

575 665 2001 10.0

665 775 2187 50.2

and more and more

Source: Nationa Sample Survey Organization (55" Round, 1999-2000) Report No. 471, Nutritional
Intake in Indiafor caorie intake data by expenditure groups and Report No. 454, Household Consumer
Expenditurein India —Key Results for the digtribution of persons. The cdorie intake data. refers to the
30 day recdl so the distribution of persons by the same recall period is taken above.

Thereisnotheoretically acceptable basisto the official claims of poverty reduction
inthe 1990s. The basic point isthat the method of comparison over timeis not logically

valid when the consumption standard is being altered, asis being done in the indirect



estimates. The consumption standard in 1973-74 was 2400 calories at which 56% wasin
poverty, by 1983 the official estimate of 45.7 % in poverty corresponded to 2060 calories
intake, by 1993-94 the standard implicit in the official estimate (37% in poverty) was
down further to 1970 calories, and in 1999-2000 for the official estimate (27.4 %) it was
even lower at 1890 calories. By the 60™ Round, 2004-05 it is likely to be below 1800
calories and correspond to less than one-fifth of rural population. We will once mor e hear
spurious claims of further ‘poverty reduction’ without any mention of the lowering of the
energy intake. All this has been happening because the price-adjustment to a base—year
poverty line does not capturethe actual current cost of accessing the minimum nutrition,
and thisfailure becomes more acute as the base year recedes further into the past.

Table9 The Rural Poor as Percent of Rural Population in India

1973 1983 1993 199 2004  MPCE (Poverty line) Rs
-74 -94  -00 . 1973 1983 1993 199 2004
-74 -94  -00
NSS ROUND: 28th :Qnd 50th 5th mth 28th 32nd 5Oth $th mth

Using Officid

Definition

(< MPCE

Giving

2400 cds) 56.4 70.0 745 745 n.a vie) 120 325 570 n.a

Offidd

Estimates 56.4 457 373 274 203 09 86 206 328 A
and

Implied

Cdorie'Norm' 2400 2060 1970 1890 na (10 14 (16 @7 na

Source: First line calculated from NSS Reports on Consumer Expenditure, 50" Round 1993-4 and 55" Round
1999-00. MPCE isMonthly Per Capita Expenditure Note that base year 1973-74 isthe only year the officid
definition was correctly applied.- in dl later years the nutrition norm is continuoudly diluted . The same

exercise can be carried out for urban India. (Figuresin parentheses are the ratio of the expenditure actually

required to access the cdorie RDA, to the officid poverty line).

* Provisond estimate, applying officia poverty line of Rs.354 for 2004, to the ogive of persons by expenditure
levdsfrom NSS 60" Round, January — June 2004, Report No. 505 Household Consumer Expenditurein India,
Statement 3.2 R. Note that 60" Round isathin sample.

How can anyone say how ‘poverty’ has changed over time using the above
method? To give an analogy, when a set of runnersarelined up in arow on acircular
racetrack for along-distance race, if the person in the inner-most circle crosses the
finishing ropefirgt, it cannot be validly inferred that he haswon therace: for the
distance run by him ismuch lessthan that run by others. For avalid comparison of the
runners performance, the distance run hasto be the same standar dized distance for all
therunners, and thisisdone by staggering therunners. Similarly, in the official method
theper cent of personsbelow the same, standar dized consumption level or levels, need to
be compared but thisisnot the casein theindirect method. Rather, the method used
impliesthat the per centages below un-standardized and changing consumption levels



are sought to be compared over time (see Table 9).2 Thisis not legitimate, and any
statement about decline (or change generally) isnot valid. Present day heated debates
between the estimator s about whether poverty has‘declined’ by ten pointsor seven
points, when poverty hasnot declined at all, can belikened to debatesover whether the
inner-circlerunner has‘won’ by one metre or two metres, when the fact of the matter is
that he hasnot ‘won’ at all, because the premise for valid comparison isviolated.

The official rural monthly poverty line expenditurefor year 2004 (obtained by
updating the 1999-00 poverty line of Rs.328, usingthe CPIAL), isRs.354 or Rs11.8
daily, equivalent to 26 US cents at the prevailing exchange rate. This paltry amount will
actually buy at most one bottle of water, but it is supposed to cover all expenditureon
food, fuel, clothing, shelter, transport, health and education — in short all daily spending
on goods and services for one person! Estimates of Indian poverty for 1999-00, 55"
Round, by some individual academics like A.Deaton (2003b, 367) and S.Bhalla (2003)
areeven lower and imply a poverty-lineof 20 UScentsor lessexpenditureper day, one-
fifth of the World Bank’s dollar-a-day measure. Thereisnologic in arguing that
purchasing power parity should be considered and instead of one dollar therefore
around onethird of that should be taken asthelocal poverty line, for the comparison is
not between advanced and developing countriesat all but between developing and other
developing countries. A quarter U.Sdollar in India purchases exactly as much asRs.11
does, at the prevailing exchangerate, and a quarter US dollar purchases exactly as
much as 2 yuan doesin China (whose current rural poverty lineisalso far too low at 2.2
yuan per day). Poverty level incomesin the USA arenot set threetimeshigher than the
Chinese or Indian one, but are at least thirty times higher.

Obvioudly, it isnot difficult for either the Planning Commission or the individual
academicsto ‘adjust’ Indian poverty figures downwardswhen the consumption level
embodied in therural poverty line, isdepressed to such sub-human levelsasRs11 or
less per day. Few people can actually survive long below these levels —those who are
theretoday are on their way to early death. The poverty estimators should try atest on
themselves. L et them be handed theweekly equivalent of their own estimated monthly
poverty line—they need not even exert themselvesto earn it asthe poor are obliged to
do — and let them spend only one week in a village living on that amount, which would
range from Rs.60 to Rs, 80. Since they will not be confident of drinking the local water
all they would be able to buy would be a bottle of water a day and no food leave alone
other necessities. What they would undoubtedly gain from their one-week stay, would
be weight loss. Urban poverty lines are almost equally unrealistic.

Sometimesto justify theindirect method it isargued that the original rural
consumption norm of 2400 was ‘too high’. First, it isnot ‘too high’ because the average
intake of those below it works out to about 1950 calories which islower than in any
other country in the world except the least developed countries. Second, even if it is
accepted for the sake of argument that it was ‘too high’ it does not justify comparing
1999-2000 ‘poverty’ figureswhich are all those persons below 1890 caloriesintake, to
those persons below 1970 caloriesintake in 1993-94 and those per sons below 2400
caloriesintake in 1973-74.

B The anaogy can be carried alittle further. If the race is ashort one over astraight segment of the course,
lining the runnersup in astraight line at the starting point is okay. Similarly if the base year of the priceindex is
very close, say two to three years, then comparison over time can be made using the officid method - which
ignores every non-base year actud caorie intake - without leading to too much inaccuracy. But for along race
(abase year further back in time) absence of standardization will arise and make comparison invaid.



By all means, let usconsider lower norms, in fact take several alternative norms
including 2400, but when comparing over time, compar e the proportion of population
under the same norm at the two or mor e points of time— for only then will the
comparison bevalid. Theindirect estimatesfail on thissimple but essential criterion of
compar ability over time and those who nevertheless undertake such comparison are
committing alogical fallacy — the fallacy of equivocation. This a well known type of verbal
fallacy, in which the sameterm is used with two completely different meaningsin the
cour se of the argument, so theinferenceisnot true. In thiscase, ‘poverty line’ was
defined and initially calculated with respect to a nutrition norm, while ‘poverty line' as
actually calculated isde-linked from the norm, so the inference regarding change
(Whether rise, fall or constancy) isnot true. *

Not only isthe official comparison of poverty percentages, and claims of poverty
reduction over time, quite spurious; the comparison of the poverty levels of statesat a
given point of time, isequally invalid. As Table 10 shows, we have a bizarre picture
when we calculatethe maximum calorieintakelevelsbelow which people are designated
as ‘poor’ by the official method in the different states of India. The calorie intake
corr esponding to the official state-wise poverty lines, _from which the state poverty
per centage have been officially derived _for theyear 1999-2000, variesfrom 1440 only
in Kerala, nearly athousand calories below RDA, to 2120 in Orissa, less than 300
caoriesbelow RDA.

Thefact isthat the official method in India today adheres to no nutrition norm at all.
Nutrition has dropped out of the picture completely in theindirect method, nor isthere
any lower bound which isset, tothe extent of declinein the calorieintake corresponding
towhatever the price-adjusted poverty line happensto be. That iswhy we find states
with 1500 caloriesor lessintake correspondingtotheir official poverty linesin 1999-00.
In asmany as 9 states, the calorie intake associated with the official poverty lineswas
below 1800 caloriesin the 55 Round, whilein four statesit was 1600 calories or less
(see Table 10). None of thisis mentioned when poverty estimates are quoted by those
making them.

Not even the late P.V. Sukhatme, who was a consistent critic of the 2400 calorie RDA
being too high, would have accepted 1800 calories as a reasonable norm for estimating
who the poor are, - leave alone 1600 caloriesor less. He had used a norm of 2200
caloriesin one of hisown estimates (Sukhatme 1977 ). By 2004-05 the All-India official
poverty lineitself will correspond to an intake of 1800 caloriesor less, and at least eight
stateswill have a 1600 or less calorieintake corresponding to the state -specific official
poverty lines.

Thefact that compar ability conditions are blatantly violated, is obvious. Officially it is
inferred that poverty ismuch higher, for example, in Orissa at 48 percent, than in
neighbouring Andhra Pradesh at only 11 percent. But how can we possibly infer that
Orissais‘poorer’ than Andhra, when the *officially poor’ arethose personswith below
2120 caloriesintakein Orissa but the*officially poor’ arethose per sonswith below 1600
caloriesintake in Andhra? (Asa matter of fact the below 2400 and below 2100 calories
poverty percentages ar e both higher in Andhrathan in Orissa asthe same Table shows
in the last two columns). Similarly, how can it be inferred that rural Gujarat with only

13 percent officially in poverty, ismuch better off than West Bengal with 33 per cent

¥ | have discussed the fallacy of equivocation involved in theindirect estimates, in Patnaik 2005b.



officially poor, when the associated calorie ‘norm’ in Gujarat has been pushed down to
only 1680 compared to 1900 in West Bengal? Asa matter of fact the below 2400 calories
poverty percentageis marginally lower for W.Bengal compared to Gujarat and the
below 2100 calories percentage is substantially lower for W.Bengal. And so the
anomalies can be multiplied. Further, how can , for each state, the official estimatein
1999-00 be compared with that in 1993-94 and inference about ‘decline’ be drawn,
when the associated calorie intake has been lowered in each state? (Except only one,
Gujarat).

Asateacher if | wereto follow theillogical procedure of saying that student A who
has 53 percent marksis‘better’ than student B who has 59 percent marks, because |
apply a 50 out of 100 marks standard to student A and apply a different, 60 marks out of
100 standard to student B, | would rightly face a court case. Yet our Planning
Commission and individual academics have been allowed to get away with making
patently illogical and untrue statements on poverty. The Deputy Chairman of the
Planning Commission recently congratulated the Andhra Pradesh government on its
successin reducing poverty. This ‘reduction’ was solely the effect of applying an
extraordinarily low price-adjusted poverty line of Rs. 262 per month in 1999-00, or less
than Rs.9 per day, at which lessthan 1600 calories could be accessed (See Table 10).

L ooking directly at nutrition poverty, on the other hand, we find that the proportion of
personsbelow 1800 caloriesintakein that state hasdoubled to 40% by 1999-00 compar ed
t01983 (Table 11). Tocompletethestory, the proportion below 2100 calorieshasrisen to
62% at thelater date, compared to 56 % only fiveyearsearlier in 1993-4, and 44% in
1983.

What isthereason, thereader might ask, for the official method producing
consistently lower estimatesthan the direct method, and why hasthe diver gence been
growing until now, theindirect estimate gives only 27 percent compared to nearly 75
percent by the direct estimate. It isnot primarily a matter of the priceindex used :
different priceindices (different in terms of the extent of pricerise, but all with the same
base year quantity weights) do give different results but thisaccountsfor difference of at
most 10 percent or so of population in poverty, not the difference of over 47 percent of
population which isactually observed. Thebasic reason for thelarge and increasing
difference, isthe assumption of aninvariant consumption basket in the indirect method,
held unchanged for three decades. I n effect the official estimatorsare saying — if a person
in avillage consumed the same quantities of foods and other goods and services as 32
year s ago, then Rs 328 per month is enough to access these quantitiesin 1999-2000 and
Rs.354 per month isenough in 2004. If you do not get the calorie standard, it istheresult
of your free choice which hasled you to consumein a different pattern”

Thisisnot however areasonable position to adopt. It isas unreasonable astelling
a 32 year old man, that the one metre of cloth which was enough to clothe him when he
was one month old, and which cost say Rs 10 at that time, can be bought after price—
index adjustment for Rs.70 today, and if this expenditur e leaves him semi-naked today,
then it ishisproblem of free choiceto bein that state. Such a position ignoresthe
irreversible structural changesthe person has under gone which means his set of choices
has altered over time. Of course, thisisonly an analogy — we are not arguing that the
proportion of adultsin the population hasrisen! We wish through the analogy, to drive
home the point that over thelast three decades certain irreversible structural changes
have taken placein theeconomy. Therehasbeen increasing monetization of theeconomy
and disappear ance of common property resour ces, along with higher cost of utilities and



health care. With a given real income people haveto spend relatively more on essential
non-food requirements, overcoming ilinessand earning a living. Theactual current rural
consumption basket which satisfiesthe nutrition norm, and to which the total monthly
expenditureon all goodsand services corresponds, costsalmost doubletheprice-adjusted
poverty line (from Table 8 summarized in Table 9, at least Rs.570 isrequired compareto
the official Rs.328). The official poverty linesare simply far too low and are getting
further lowered asthe base year becomes moreremote.

Rohini Nayyar (1991) in her careful doctoral study, had estimated poverty using
both methods and had noted thewidening divergencein theresults between 1961-2 and
1977-8. She had taken some solace from the fact that though poverty levels estimated by
the two different meth ods were drawing apart quite fast, at least they did seem tomovein
the same direction over time. Theranking of the states of I ndia according to their poverty
levels estimated using the two methods, was highly correlated : Nayyar found that
Spearman’srank correlation coefficient worked out to 0.89 and 0.84 (using the official
estimate on the one hand, and two different direct estimate norms of 2200 and 2000
calories) and was significant at the 1% level .

But in the 1990s this conclusion no longer holds. The poverty levels calculated
by the two methods are moving fast in opposite directions and therank correlation may
soon become negative. Spearman’srank correlation taking the poverty ranks of the
states by the official indirect method, and by the direct method for 1999-2000, 55™
Round data, wor ks out to only 0.236 and 0.075 (using the same two dir ect estimate
norms) and neither is statistically significant at the 1% level. ™ Inspection of Table 10
will tell the reader why thisisthe case: some of the stateswith the lowest official
poverty, such as Andhra Pradesh, a by-word for agrarian distress, have some of the
highest actual poverty. In general the official method producesthe largest divergence
from the direct method, in the case of the Southern and Eastern states.

Therot in poverty studies discussions seemsto have set in with neo-liberal
reformsin India, particularly in thelate 1990s. The Indian Gover nment was eager to
claim successfor the economicrefor msand the pro -r eform economistswer e eager to see
poverty reduction in the data. In such amilieu, theinconvenient direct estimates
showing high and in some states, increasing levels of poverty were swept under the
car pet. Discussion of direct estimation of poverty virtually disappear ed from the
literature. The dominant trend of discussion focussed on the official indirect method,
which, to the great satisfaction of the pro-reform academics and the World Bank
estimators, not only showed very low ‘poverty’ levelsbut actual declinein these levels.
Not one of the author s using the official indirect method, alluded to the nutritional
implications of their own estimates. This meant that they were using and presenting the
NSS data selectively, taking only the distribution of persons by expenditure classesto
read off the poverty proportion corresponding to their indirect poverty line, while
ignoring the associated ener gy intake figures completely. Such lack of transparency and
selective use of data, is not acceptable academic procedure. Owing tothislack of
transparency, to thisday most economistsin India not directly working with the data,
and including even those examining resear ch theses on poverty, are not awar e that
drastically lowered consumption levels over time and arbitrary variation of
consumption levels across states, ar ethe necessary implications of following theindirect

Bu Poverty Estimatesin India: A Critical Appraisd” Ramanand Ram, M.Phil Dissertation submitted in INU,
2004.



method and arriving at low poverty estimates. They assumethat the original normsare
being followed when thisisnot true.

Thereis a debate among the academicsfollowing the official, indirect method, that
owing to change in the recall period during the 55" round, 1999-2000 compar ed to
earlier Rounds, actual expenditureisslightly overstated in every expenditur e class, and
hence the distribution of persons by expenditur e classes hasbeen affected. Making the
required adjustment for compar ability altersthisdistribution slightly and raisesthe 27
percent below the Rs.328 official price—adjusted poverty line, by another 2to 3 per cent
( Sundaram and Tendulkar, 2003, Deaton, 2003a, Sen and Himanshu 2005). If these
adjustmentsare correct, quite obviously, the per centage of persons below the directly
observed poverty lineof Rs.570 would riseto an even greater extent than 2to 3, sincea
higher proportion of people than beforewould also comeinto the expenditure interval
Rs.328 to Rs 570, and thusthe difference between official estimate and the direct
estimate would increase further. Thusall those with lessthan 2400 caloriesintake per
diem, in 1999-2000 would be morethan 74.5 + 3 = 77.5 percent of rural population,
which isarise compared to 74.5 percent in the 50" Round, 1993-94. Similarly those
below 2100 calories would rise from 49.5 percent to more than 52.5 percent. *°

However we have chosen togivethedirect estimatefor 1999-2000 unadj usted for recall
period in all our tables, sincethe main point being madein this section, isthetype of
mistake involved in theindirect method itself which isleaving out nearly half therural
poor, and thishbasic problem with all indirect estimates not only remains but gets further
aggravated, whenever adjustmentsare made by the estimators on account of altered
recall period. It may be noted that with the adjustment for recall period, they are
leaving out morethan 47 per cent of the actually poor rural population from their set of
‘thepoor’ whilewithout the adjustment, they wer e leaving out exactly 47 per cent of the
population.

Some economists who are critical of the official price-adjustment method which
de-links the estimates from nutrition, have correctly put nutrition back at the centre of
their own analysis, but they have followed another direct poverty estimation route, as
compared to inspecting current NSS data —the method we have followed. Theyhave
estimated the minimum cost of accessing the calorie RDA on the basis of current
nutrient prices, and thus have obtained a normative food expenditure. By comparing
with theactual expenditureon food in the NSS, they arrive at the per centage of per sons
failing to reach the RDA and thisis 66 percent at the All-Indialevel for the55™ Round
(See Coondoo, Majumdar, Lancaster and Ray 2004, Ray and L ancaster 2005).
Subramanian (2005) has used indirect method base years closer to the present, as well
asthedirect method we use, to see how thetrendsin poverty behave under alternative
scenarios.

Many critical voices ( Suryanarayana 1996, M ehta and Venkataraman 2000,
Swaminathan 1999, 2002) which had continued to draw attention to the high prevalence
of undernutrition and malnutrition, to the secular declinein averagerural calorie
intake, to high direct poverty estimates using r easonable calorie norms and which
criticized the indirect estimates, have been sought to be silenced by the pro -reform

® We could eadly find out how much higher thedirect estimate would be than 74.5 percent if those making the
adjustment to the digtribution of persons by expenditure class, had bothered to present the associated average
cdorieintake by expenditure class. As usua however they ignore the nutrition part completely in their papers.



economists, by thesimpleexpedient of ignoring them altogether. Not onecritical author
isreferred toin thearticles by those presenting their indirect estimates at a Conference
and later collecting them in a special issue of The Economic and Political Weekly
tendentiously titled ‘ Poverty Reduction in the 1990s ( Deaton 2003a, and
2003bTendu;lkar and Sundaram 2003 etc.). The only article on energy intake while
juxtaposing the official and direct estimate does so somewhat uncritically. *’

Thecritical writers on the other hand, have given cogent arguments to suggest
why per capita calorieintake should beinvoluntarily declining in the lower expenditure
classesover time. (It isalso declining in higher expenditure classes but the problems of
theinitially over-fed who may be reducing intake, do not concern us at present). They
have pointed out that there has been substantial monetization of the economy over the
last thr ee decades. Wageswhich used to be paid in kind asgrain or meals, valued at low
farm-gate pricesin earlier NSS Rounds, are now paid in cash which thelabourer hasto
exchange for food at higher retail prices, and so can buy less of it for a given real
income. Common property resour ceshavedisappear ed over thelast threedecades: fuel
wood and fodder, earlier gleaned and gathered (and not fully valued in the NSS data),
now haveto be purchased, restricting the ability of the poorer population, to satisfy
basic food needs out of a given real income and leading to the observed energy intake
decline. Staple grains and fuelwood or other fuelsare obviously, jointly demanded since
no-one can eat raw grain, and with a given real income a part of expenditure on grain
hasto be enforcedly reduced to purchase fuel. To thiswe have to add higher medical,
transport and education costs as state funding isreduced and some services are
privatized. The correct thrust of these argumentsisthat under-nutrition and poverty is
very high, affecting three-quartersof therural population by now, and observed calorie
intake decline for the lower fractilesis nonvoluntary. By 1999-2000 for the first time
average calorieintakein rural India hasfallen below average urban calorieintake.

" Meenakshi and Viswanathan 2003 present ‘ calorie deprivation’ as though it is an independent topic, not
essentidly related to officia poverty estimates, and athough they usefully juxtapose their etimates of
population below differing caorie norms, and the officid estimates, they do not refer to the faling energy
equivaent of the officid or individua poverty lines over time which affects comparability. Their method of
estimating the calorie distribution ogives using kernd density functions, gives higher estimates of population
below various calorie norms, than our estimates using the grouped data and the smple method described in the
noteto Table 10. Thisis probably because their estimate includes dl well - to- do persosnswho have lower
caorieintake than RDA. Thereisno reason however to consider rich race jockeys, super models or anorexic

people as part of the poor.



Tablel0 Official Poverty Percentage by Statesand Associated Calorie‘Norm'

Indirect estimates, 1993-4 and 1999-00 Direct Estimates, 1999-2000
TE 1993-A 1999-2000
Offidal Implied Official Implied <2400 cd < 2100 cal
Poverty Calorie Poverty Calorie Poverty Poverty
percentage ‘Norm' Percentage ‘Norm °’ Percentage Percentage
ra
lesh 1592 1700 1105 1590 840 62.0
m 4501 1960 4004 1790 91.0 710
r 5821 275 44.30 2010 77.0 535
rat 218 1650 1317 1680 83.0 68.5
yana 2802 1970 8.27 1720 475 305
1ataka 2088 1800 17.30 1600 820 50.0
ala 2576 1630 9.38 1440 825 525
lhya
lesh 4064 1970 37.06 1850 785 55.0
1a-
tra 3793 1780 2372 1760 92.0 55.0
sa 4972 2150 4801 2120 79.0 455
ab 1195 1810 6.35 1710 475 36.5
ithan 2646 2130 1374 1925 535 275
lilnadu 3248 1650 2055 1510 U5 76.0
r
lesh 4828 220 3122 2040 61.0 375
t Bengal 40.80 2080 31.85 1900 810 55.0
1A 37.27 1970 2709 180 745 495

ce AsTable8. From the basic data by states, the ogive or cumulative frequency distribution of persons below specified
:apita expenditure levelswas plotted, and on the same graph the rdation of per capita expenditure and per capita calorie
tewasplotted. Calorieintake corresponding to the official estimateswas then obtained from the graphs. Note that for

-94 the midpoint value of each expenditure class has been plotted against the per capita calorieintake asthe arithmetic
agewas not availablein the published tables. For 1999-2000 it was available and has been used in deriving the figuresfor
-00. Wefind that for several expenditure classes the mid-point value coincided with the arithmetic mean, and for the
-sthedifference of mid-point value from mean was very small, suggesting that the same would be true for 1993-4.



Table1l. Stateswhich have seen risein the percentage of persons with lessthan
1800 caloriesintake per day during period 1983 to 1999-2000, and states which
haveregistered fall but have had one-third or more of population below 1800
caloriesintake at either date

RURAL RURAL
38" Round, 55" Round,
1983 1999-2000
< 1800 calories < 1800 calories
Per cent of total Per cent of total
Persons Persons
Andhra Pradesh 19.0 40.0
Assam 28.5 41.0
Haryana 8.5 10.5
Karnataka 24.5 35.5
Kerala 50.0 41.0
Madhya Pradesh 18.5 32.5
Maharashtra 20.5 28.0
Tamilnadu 54.0 50.0
West Bengal 38.0 22.5

Source: Abstracted from estimates for al states, using NSS Reports No.471 and 454 for 55"
round, and Report Nos:387 and 353 for 38" Round. Estimation method as in note to Teble
10. Note that in 1983 only 3 sates — Kerdla, Tamilnadu and West Bengd had more than one-
third of rurd population below 1800 cdories intake. By 1999-2000 dl three sates had
improved, West Bengd substantidly, while Andhra Pradesh, Assam, Karnataka, Madhya
Pradesh and Maharashtra saw worsening. Thus by 1999-00, five states had more than one
third of population below 1800 cdories intake (Sx if we include the borderline Madhya
Pradesh.).

Concluding Remarks

This paper has embarked on a brief but sharp critique of the prevalent analysis
and prescriptionsregarding food security and poverty, because of two reasons. First,
theagrarian crisisis serious and widespread, and has been created by public policies
which have been deflationary, combined with trade liberalization when world primary
prices have been declining. It ismanifesting itself in slowing output growth, rising
unemployment, unprecedented income deflation for the majority of cultivatorsand
labour ers, enmeshing of cultivatorsin unrepayable debt, and loss of assets including
land, to creditors. Kidney salesand ninethousand recor ded farmer suicidesareonly the
tip of theiceberg of increasing deprivation, a crucial index of which isan unprecedented
fall in foodgrains absor ption to levels prevalent 50 years ago, and decline in average
calorieintakeinrural India.

Second, the prevalent analysis by policy makers, the Planning Commission and
the government, however, can be summed up asan obduraterefusal to face the facts,
and an attempt to construct a counter-factual fairy story which isillogical and in patent



contradiction with the trendsin the economy. “We must learn truth from facts’ (Mao
ZeDong) “or thefactswill punish us’ (added by Deng Hsiao Ping) isa dictum that our
policy maker swould do well to bear in mind. Their theorization inter pretssever e loss of
purchasing power and enfor ced decline in effective demand for food grains, asitsvery
opposite, as ‘over-production’ in relation to an allegedly voluntary reduction of
foodgrainsintake by all ssgments of the population, and reaches the danger ous
inference that foodgrains output should be cut back. It refusesto recognize that, while
in developed societies, consumer s can be separated from a minority who are
agricultural producers, in apoor country like India the majority of consumersare
themselvesrural and directly involved in production as cultivators and labourers, so
deflationary policies hit them hard in both theseroles of producersand consumers.
Price deflation does not benefit even landlesslabourerssinceit is part of a process of
income deflation which raises unemployment faster than pricesfall. Our economists
estimating poverty by the indirect method are still caught in the old conceptual trap of
equating relative food price decline with dedining poverty, without under standing that
the adver se unemployment effects of deflation can swamp out any benefit of food price
fall: they should study the economicsof the Great Depression for someinsightsinto how
deflationary processes actually oper ate.

AsTable 11 shows, by 1999-2000 asmany asfive stateshad one-third or mor e of
rural population with lessthan 1800 caloriesintake, and in another three statesthe
per centage of personswith below 1800 caloriesintake, had risen between 1983 and
1999-00, though not exceeding one—third at thelatter date. (Note that M eenakshi and
Viswanathan , 2003, obtain a larger number than we do, eight states with mor e than
one-third of populatlon below 1800 caloriesin the 55" Round — but their use of kernel
density functionsto obtain the calorie distribution ogive, is perhaps over estimating the
nutrition poverty figures, since their method includes all high income but calorie
deficient people as well).

Despite thisworsening situation at the ground level being reflected in the
nutrition data, it would be very sad indeed if the present Planning Commission is
tempted to make further spurious claims of ‘poverty reduction’ asthe previous ones
had done, the moment the next lar ge-sample NSS data on consumption becomes
available. Their indirect method - which selectively uses the data by ignoring the
nutrition part of it - isbound to show a further steep and spurious ‘decline’ in rural
poverty by 2005-06, to around 18-19 percent of rural population from 27.4 percent in
1999-2000. Thisisbecause, owingto the unprecedented income deflationary situation
itself, therisein priceshasbeen at a historic low between 2000 to date. The CPIAL
actually declined in 2000-01 compared to the previousyear, and roseonly 1 percent the
next year. With low inflation, the CPIAL - adjusted official poverty linesfor 2004 works
out toonly Rs. 354, amereRs.26 or 8% morethan the Rs.328 of 1999-00. (By contr ast
the CPIAL had risen 46% between 1993-4 and 1999-00)

It comes as no surprisethat the recently released 60" Round NSS data relating
toJanuary — June 2004, shows that only 22 percent of all —Indiarural population is
below Rs. 354, the official price-adjusted poverty line, if schedule 1isused, and only
17.5 percent isbelow it if schedule 2 isused.*® Thisisa sharewhich isfalling every year,
solely because few per sons can survive below such low spending levels— indeed it is
amazing that there are people surviving at all on lessthan Rs.12 per day. One can
imagine how ad ver setheir height, weight, morbidity rates and life expectancy would be
relativeto the average.

8 Two schedules were canvassed for the first time for different sets of householdsin the 60" Round. Schedule 2
departsfrom schedule 1 because it uses arecal period of 7 days and not 30 days, for arange of consumer items.



Of course, thisalleged ‘declinein poverty’ will be necessarily associated with a
further fall in the calorieintake level corresponding to the official poverty line, from
1890 caloriesto somewherearound or below 1800 calories, in short at least 600 calories
below RDA. Thisinformation of declining nutrition standard associated with the official
estimateislikely to be quietly suppressed asit has been in the past. The Gover nment
should bear in mind however, that any claims of ‘poverty reduction’ it might be
misguided enough to make, will no longer carry credibility since the arbitrary and
illogical nature of its method of calculation istoday much better understood, and the
contrast of any such claims, with all other adversetrendsin therural economy istoo
glaringto beignored.

Since such alargefraction of the population isalready at very low energy intake
levels, they have been trying to maintain consumption by liquidating assets against debt.
Thusthere are not only adver se flow adjustment (lowered nutrition levels) but also
stock adjustmentsgoing on, reflected in the emer ging recent data on rising landlessness.
We may expect to seerisein the already high concentration of assetsinrural areas. In
such a scenario labour bondedness against debt isalso likely to be increasing.

The official refusal to recognize the seriousness of the crisis at the theor etical
level, the consequent refusal torestorelost purchasing power through an immediately
implemented universal employment guarantee, and therefusal to extend effective
support to producer sthrough continuing open-ended procurement at r easonableprices,
all bodeill for theagrarian crisis, which isnot being addressed. I n fact the deflationary
hammer has been applied once more on therural population by the Finance Minister in
thevery first budget of the UPA government. The Tenth Plan, 1992 to 1997 sets out
that Rs, 300, 000 crores areto be spent by the Centre on Rural Development
Expenditures (adding up asbeforefiveitems) *°. Three years of the Plan or two-thirds
of the period isover: Rs.100,000 crores or only one-third of the planned outlays have
been spent, of which Rs.85,000 cror es spending was during the last two year s of NDA
rule, mid- 2002 to mid -2004, while there was a shar p cut-back to Rs. 15,000 croresonly
in 2004-05. Asin 1991 thefirst yearsafter ageneral election are being used by the neo
liberal lobby in the new government which controlsfinance, to apply mindless deflation
although unlike 1991 thereisdeep agrarian crisistoday. This cynical moveto cut rural
development expendituresin theface of risingunemployment and agrarian distress, can
only bein order to ple aseinternational financial institutionsand meet the arbitrary
provisions of the FRBM Act.

To achievethe 10" Plan target now, at least Rs.100,000 crores must be spent
both in 2005-06 and 2006-07, of which about 25 to 30 thousand cr or es should be on
univer sal employment guar antee and 70 to 75 thousand croreson rural development
expenditures. Thislevel of planned spending would total only about 2.5 percent of NNP
and it needsto be stepped up steadily in later yearstoreach the 4 percent of NNP which
prevailed in the late 1980s during 7" Plan befor e economic refor ms began.

Theentirefalse analysiswhich re-inventsincreasing hunger asvoluntary choice,
istoday sought to bere-inforced by bogus poverty estimates and invalid claims of
declinein poverty. In such asituation it isthe duty of all academics and activists who
have not lost their sanity, to critiquethe official analysis and prescriptions, which if
carried through will worsen immeasurably the already pitiable condition of the
majority of therural population.

® Namely, agriculture, rurd development, irrigation and flood control, specia areas programmes, village and
smdl scdeindugry.
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