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RELATIVE POVERTY AND INEQUALITY — A STUDY OF HIMACHAL PRADESH

RAMNA
ASST. PROFESSOR
SCHOOL OF HUMANITIES & SOCIAL SCIENCES
INDIAN INSTITUTE OF TECHNOLOGY
MANDI

ABSTRACT
This study examines the incidence of poverty and inequality in Himachal Pradesh based on the first hand information. The issues of poverty and inequality are
examined in a multidimensional perspective. This study shows that there is poverty as well as inequality prevalent in the study area and the inequality of income
is higher among all households as compare to poor households. This study also indicates that the income of the poorest among the poor is very low mainly due to
their small size of holding, lack of regular farm and non-farm employment and higher level of dependency. There is a need for greater and more effective fiscal
intervention for poverty reduction and employment generation.

KEYWORDS

household, man days, consumer unit.

INTRODUCTION

owever during last about the decade, several significant changes have been taken place in the poverty scenario due to Government programme & policies

to empower the poor, continuous affords of voluntary organizations and civil society groups etc. They lobby for more resources for the poor, make poor

aware about their rights and entitlements and mobilize the poor for collective action to promote their own development and to counter their oppressors.
All these efforts have positive impact but are not trustful enough to put the poor in development orbit. Generally there are two broad concepts of poverty:
relative and absolute poverty. Relative poverty arises entirely as consequences of an unequal distribution of income irrespective of what the income level or the
corresponding state of deprivation of the people of the bottom end of the income scale might be. Absolute poverty on the other hand expresses a collective
view on deprivation in its somewhat physical manifestation. Therefore, relative poverty is measured in terms of inequality in the distribution of income and
absolute poverty depends on an exogenously determined standard or poverty line, which represents a socially acceptable minimum level of living. In the
present study relative poverty or income inequality with the help of ‘positive approach’ has been worked out because absolute measure may tell us something
important about the condition of a society at a particular point of time and over a stretch of time. But it has no argument against those measures to say that
they tell us little about inequality or about relative deprivation, it is not designed to tell us about them. But on the other hand relative measure tells us about
inequality or the deprivation among the poor and also tells how wide is the gap between the income of the ‘poor’ and the income of those who are ‘not poor’.
Relative poverty or income inequality has been worked out with the help of ‘positive approach’ by adopting Head Count Ratio, Gini —coefficient, Income Gap
Ratio and Sen’s measures of poverty 1973, 1976 and 1981.

REVIEW OF LITERATURE

A number of studies revealed that the extent of poverty is higher in rural areas than in urban areas. A study by Minhas (1970) revealed that the extent of rural
poverty was very high during 1956-57 i.e. 65 percent and this has been reduced to 56.6 percent during 1967-68. Ojha (1970) findings revealed that 51.8 percent
of rural population was below poverty line during 1960-63 at calorie norm of 2250 per capita per day. Bardhan (1970) estimated that 38 percent during 1960-61
and 54 percent of the rural population was below poverty line during 1968-69. Dandekar and Rath (1971) by applying the minimum calories norm of 2250 per
capita per day consumption expenditure during 1960-61, concluded that about 40 percent rural and 50 percent urban population falls below the poverty line.
Hashim and Padam Singh (1986) studied the extent of rural poverty during 1960-61 to 1983-84. Their findings revealed that 55.50 percent of rural population
was below poverty line during 1960-61 and 44.98 percent were below poverty line during 1970-71. This figure came to 40.40 percent during 1983-84.
According to the Planning Commission of India the extent of poverty in rural India was 28.2 percent during 1989-90. Krishna (2003) found that a number of
households had climbed out of poverty in the past 25 years. Simultaneously, however, a large number of previously non-poor households had also fallen into
poverty, resulting in a rather small net improvement in the poverty situation in this area. Since the reasons for people overcoming poverty are quite distinct
from the reasons why they succumb to it. Dev and Mahajan (2003) observed that employment growth recorded a drastic decline during 1993-94 to 1999-2000
as compared to the period of 1983-84 to 1993-94. Bhalla and Hazall (2003) on the basis of NSS data found that there were 3.98 million unemployed in India in
1973-74 and their number had increased to 7.49 million by 1993-94 and to as much as 9.15 million by 1999-2000. In the meantime the incidence of
unemployment had increased from 1.64 percent in 1973-74 to 1.96 percent in 1993-94 and to 2.25 percent in 1999-2000. S. Mahendru et al.(2007) and
Himanshu (2007 ) by using the NNS data concluded almost same that in spite of higher overall growth, the extent of decline in poverty in the post reform period
(1993-2005) has not been higher than in the pre-reform period (1983-1993) ,further they concluded that the inequality has increased significantly in the post
reform period and seems to have slowed down the rate of poverty reduction but the extent of decline in 1995-05 seems to have been higher than in 1993-2000
in spite of slower growth in agriculture in the latter years. Datta (2008) worked out that the estimate of Head count ratio of poverty for 2005-06 to 2004-05, the
decline in the Head count ratio between two years is 1.4 to 1.6 percent due to higher rate of economic growth rate accompanied by the impressive growth in
the agriculture sector while the trend rate of decline between 1993-94 and 2004-05was 0.8 percent. Martin (2008) in his article discussed that in 2005, 40
percent of India’s population lived below poverty line whose consumption is less than $1.25 a day. While 25 years earlier 60 percent of India’s population lived
below the same real line. This is clear progress. India’s long term pace of poverty reduction by this measure is no more than average for the developing world
excluding China. Himanshu (2010) studied that estimates of the incidence of rural poverty show a head count ratio of 41.8 percent for 2004-05 as against the
official estimate of 28.3 percent. The estimates reveal much larger rural-urban differences but less concentration of either rural or urban poverty in few states.
In Himachal Pradesh 34.1 percent of population was living below the poverty line According to the study conducted by the federation of Chambers of Commerce
and Industry in 1972. The extent of rural poverty in Himachal Pradesh on the basis of the value of poverty index for 1972-73 and 1973-74 has been calculated
equal to 31.53 percent and 47.01 percent respectively (Sharma, 1982). Thakur (1985) concluded that on the basis of the value of poverty index the percentage
of poor has been worked out 71.06, 50.65 and 26.34 percent on the marginal, small and medium size of holdings respectively. Ramna et al. (2008) worked out
that the Percentage of poor on the marginal, small, medium and all holdings together are 43.46, 29.89, 20.17 and 33.53 percent respectively.

DATA SOURCE & METHODOLOGY

This study has been conducted in Himachal Pradesh, which has different cropping pattern due to varying altitude. Therefore, on the basis of altitude the
cultivated land in the State has been categorized into three zones, viz., (a) low- hill zone ranging between 1200- 3000 feet, (b) mid- hill zone from 3000-5000 feet
and (c) high- hill zone of 5000 feet and a bove. In the low- hill zone, the main agricultural products are food grain, i.e., wheat, maize, paddy, pulses, sugarcane,
oilseeds etc., whereas due to suitable topography and climatic conditions, the high- hill zone of the state is widely known for horticultural products, viz., apple,
seed potato, apricot, grapes, ginger, dry fruits etc. The agricultural activities in the mid-hill zone bear similarity in some areas to that of low-hill zone while in
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other areas to high- hill zone. Therefore present study is conducted in the mid- hill zone of the State, so the topography, climatic conditions, access to resources
as well as cropping, income, consumption and employment pattern in the study area bear similarity to some area of low- hill zone while, other area to high- hill
zone of the state. A sample of 200 households consisting of 90 marginal size of holding having land <1 hectare, 70 small size of holding having land 1-2 hectares
and 40 medium size of holding having land above 2 hectares have been selected with the help of multistage random sampling. The required information has
been collected from the sample households with the help of pre-tested schedule during 2002-03. After tabulating the data in homogenous categories and
working out the averages and percentages, the following methods are applied with a view to find out the magnitude of poverty/ unemployment. In the present
study ‘ poverty line’ has been determined on the basis of the value of minimum nutritional requirements, i.e. 2400 calories per consumer unit per day as has
been suggested by the Government of India, Planning Commission and Indian Council of Medical Research. Once the poverty line is determined, the second step
is that of determining an ‘Index of Poverty’. The value of minimum per consumer unit per day consumption basket (i.e. both out of home grown stock as well as
out of purchases) has been calculated by multiplying quantities of different food items by their respective actual retail prices prevailing in the sample area during
the period of investigation i.e. 2002-03. The total number of males, females and children of varying age have been converted into 'Standard Consumer Units' or
‘adult male value’ by applying the scale of coefficient suggested by the Indian Council of Medical Research, e.g. a family consisting of father, mother and three
children aged 10, 8, 6 years has an ‘adult male value’ or consumption units of 4.9 (i.e. 1.6+1.2+0.8+0.7+0.6). In order to work out the value of 'poverty line'
allowances have also been made to the minimum non-food requirements by working out the ratio of total non-food expenditure to the total food expenditure
for each holding group.

RESULTS & DISCUSSION

The extent of relative poverty and inequality in the study area has been measured with the help of Head Count Ratio, Gini-coefficient and Sen’s measures of
poverty (1973, 1976 & 1981) as follows:

HEAD COUNT RATIO

Let n denote the total number of people in the community and q* the number of people below the poverty line. The ‘Head Count Ratio’ (Hp) is then:

HP = q*/ n

g =234.6,n=1448.5

Therefore: Hp = 234.6 / 1448.5 = 16.19 percent

The percentage of poor comes out to 16.19 percent on the basis of ‘Head Count Ratio’. But as a measure of poverty head count method is considered insensitive
to the extent of aggregate shortfall in income from the poverty line as well as to the distribution of income amongst the poor.

THE LORENZ CURVE AND GINI-COEFFICIENT

Table- | shows the Distribution of monthly income among the sample households. To find out the extent of income inequality in the Lorenz curve technique the
size of items and the frequencies are both cumulated and taking the total as 100, than percentages are calculated for the various cumulated values. Their
percentages are plotted on a graph paper. If there were proportionately equal distribution of the frequencies over various values of a variant, the points would
lie in a straight line. This line is called ‘line of equal distribution’. If the distribution of items is not proportionately equal, it indicates variability and the curve
would be away from the line of equal distribution. The farther the curve is from this line the greater is the variability in the series. A higher Lorenz curve implies
more social welfare for the same total of income. The cumulated percentages of income and population of sample households when plotted on a graph paper
and the resultant shape of the Lorenz Curve (see diagram -1) clearly indicates that the bottom 32.83 percent of the population is sharing about 11.26 percent of
the total income at the one end and at the other end 46.76 percent of the total income is shared by the 70.04 percent of the population

TABLE- I: DISTRIBUTION OF MONTHLY INCOME AMONG THE SAMPLE HOUSEHOLDS

Income Classes Monthly Household Income Cumulated Income Cumulated No. of Cumulated Cumulated
(Rs.) (Rs.) (Rs.) Percentage Persons Number Percentage
0-200 4791.67 4791.67 0.26 35.6 35.6 2.46
200-300 20815.84 25607.51 1.41 83.3 118.9 8.2
300-400 41050.56 66658.07 3.67 115.7 234.6 16.2
400-500 30030.4 96688.47 5.33 66.9 301.5 20.81
500-600 22612.5 119301.0 6.57 40.8 342.3 23.63
600-700 25602.3 144903.3 7.98 39.5 381.8 26.36
700-800 59476.17 204379.4 11.26 93.8 475.6 32.83
800-900 68541.6 272921.0 15.04 80.0 555.6 38.36
900-1000 43591.65 316512.7 17.44 45.1 600.7 41.47
1000-1100 66368.33 382881 21.09 63.8 664.5 45.88
1100-1200 122532.5 505413.5 27.85 106.3 770.8 53.21
1200-1300 76299.16 581712.7 32.05 61.3 832.1 57.45
1300-1400 89337.5 671050.2 36.97 64.5 896.6 61.9
1400-1500 82726.66 753776.8 41.53 57.1 953.7 65.84
1500-1600 94931.25 848708.1 46.76 60.8 1014.5 70.04
1600-1700 84218.33 932926.4 51.4 51.5 1066.0 73.59
1700-2000 128045.0 1060971 58.45 106.0 1172.0 80.91
2000-3000 470286.6 1531258 84.36 198.3 1370.3 94.6
3000-above 283790 1815048 100.0 78.2 1448.5 100.0
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The income of the poorest among the poor is very low due to their small size of holdings and lack of regular non-farm employment opportunities.

The value of Gini — coefficient of the income distribution among all households has been calculated as follows:

Let Z be the mean income, Yi be the income of the ith person when income arranged in ascending order, so that Yi < Yi +1 for all i and n be the total number of
people in the community.

DIAGRAM -1: LORENZ CURVE OF THE INCOME DISTRIBUTION OF ALL HOUSEHOLDS

100 B

90

80 |~
a —
& 70
o
S
= 60 [—
5 =
@ <
5 - s
- 50 &

(=g
a =4
& 4o Py
S -s® &
bt <5 o
@ 30 |~ a4
a. 20
=
20 I~
10 I—
1 1 1 1 1 1 L 1 A
o 10 20 30 40 50 60 70 80 [0 100

Bottom X Percent Population —_—

1 2 n .

G(y) =1+=-—5- % (n+1-)V
n nz 1=1 , Where

G(y) = Gini-coefficient of the income distribution of all households

n= population size (1448.5), z= mean income (1303.80)

n

2 (n+1-i)Yi = 863760661
1=1 , thus
2

14485  (14485)2 x1303.80
1.00069 - 0.0000000007311 x 863760661
1.00069 - 0.6315 = 0.36919

= 36.92%

The value of Gini-coefficient of the income distribution among the poor has been calculated as follows:

x 863760661

G(Y) =L+

1 2 9 .

G(Y) =1+=~—— 3 (q+1-i)¥
(o] g~z =1

G(y) = Gini-coefficient of the income distribution of poor households

g = number of poor below the poverty line (234.6), z= mean income of the poor (284.13)

q
> (q+1-i)yi = 6294820
1=1 Thus

1 2
G(Y) =1+ - x 6294820

234.6 (234 .6)2 284 .13
1.0043 - 0.000000128 x 6294820
1.0043 - 0.80508 = 0.1992

=19.92%

The value of the Gini-coefficient of the income distribution of all household (i.e., 0.3691) if compared to the value of Gini-coefficient of the income distribution
among the poor (i.e., 0.1992) clearly indicate that the inequality of income is higher in the former case as compared to the later because in the former case
comparatively the value of Gini-coefficient is higher which shows relatively more skewed income distribution. The income of the poorest among the poor is low
due to their small size of holding, higher the dependency ratio and lack of regular non-form employment opportunities.

The value of Gini-coefficient for the consumer expenditure distribution on food items by all households has been worked out as follows:

1 2 n .
G(c) =1+— —T_Z (n+1-i)c

n n©z =1
G(c)= Gini-coefficient of the consumer expenditure on food items by all households
n= total consumer units (1448.5), z= mean consumption expenditure (394.94)
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n
3 (n+1-i)ci = 337679020
ci= consumer expenditure on food items by the ith consumer unit, i=1 , Thus
The value of Gini-coefficient for the consumer expenditure distribution on food items by poor households has been worked out as follows:

1 2 9
2 _ o\
G(c)=1+ - 5 (33r679020 )  G(C) =lt—-—- > (q+1-i)c
1448 .5 (1448 .5)° x 394 .94 a q zi=1
=1+ .00069 - 0.815022 G(c) = Gini-coefficient of the consumer expenditure on food items by poor households
= 1.00069 - 0.815022 = 0.1857 g= number of poor consumer units (666.2), z= mean consumption of the poor (281.83)
ci == consumer expenditure on food items by the ith poor consumer unit
=18 .57 % q
3 (q+1-i)ci = 54508260
i=1 , thus
1 2
G(c) =1+ - (54508260 )

666.2 (666.2)2 281.83
1+0.0015 - 0.0000000150 894 x 54508260
1.0015 - 0.87155 = 0.12995

=12.99%

The value of Gini-coefficient of the consumer expenditure on food items of all households (i.e. 0.1857) if compared to the value of Gini-coefficient of the income
distribution among the poor (i.e. 0.1299) also clearly shows that the inequality of consumer expenditure on food items is higher in the former case as capered to
the later. But when the value of Gini-coefficient of income distribution (among all and poor also) is compared to the value of Gini-coefficient of the consumer
expenditure on food items (by all and poor households) shows that the value of Gini-coefficient is higher in the former case as compared to the later mainly due
to the reason that food being the bare necessity of life so a minimum amount of income has to be spent on it.

Distribution of monthly consumer expenditure on food and non-food items

The percentage expenditure on food and non-food items shows that the poor households spend most of their income on food items and a very little is left for
meeting out the non-food requirements where as the ‘not poor’ household spend comparatively less on food items and proportionately higher amount on non-
food items.

The value of Gini-coefficient for the distribution of consumer expenditure on food & non-food items by all households has been calculated as follows:

1 2 n o
G(c) =1+— _T-Z (n+1-i)ci
N n%z 1=1 , Where
G(c) = Gini- coefficient of the consumer expenditure on food and non-food items by all households
n= total consumer units (1448.5), z= mean consumer expenditure on food and non-food items by all households (526.43), ci= consumer expenditure on food and
non-food items by the ith consumer unit.

n
3 (n+1-i)ci = 442943840
i=1 , Thus
1 2
G(c) =1+ - 5 (442943840 )
1448 .5 (1448 .5) 526 .43
=1+ 0.00069 - 0.80204
1.00069 - 0.80204 = 0.1987

=19.87%
The value of Gini-coefficient for the distribution of consumer expenditure on food & non-food items by poor households has been calculated as follows:

q
z +1-i)ci
2k @i

1
G(c) =1+ —-
a

G(c) = Gini- coefficient of the consumer expenditure on food and non-food items by poor households
g = number of poor consumer units (461.9), z = mean consumer expenditure of poor households (326.66)

q
'Zl (g+1-i)ci = 31142028
i=

1 2
G(c) = 1+ = > (31142028 )
461 .9 (461 .9)“ 326 .66

1 2
G(c) = 1+ - (31142028 )
461 .9 69693436 .9
1.0022 - 0.8937 = 0.10852
= 10 .85 %

The value of Gini-coefficient for consumer expenditure on food and non-food items by all households has been worked out to be 0.1987 which is higher to the
value of Gini-coefficient of the consumer expenditure by all households on food items (i.e. 0.1857). Thus the value of Gini- coefficient in both cases further
support the hypothesis that as the income of the people increases percentage expenditure on non-food items increased proportion at a higher rate as compared
to the percentage expenditure on food items. This is why in the present study too the degree of inequality in the consumer expenditure is higher when the food
and non-food items have been taken together than the degree of inequality when consumer expenditure on food items alone has been taken into consideration
Gini-coefficient is more opaque since it measures the distance between the diagonal “line of equal distribution” and the Lorenz Curve. Unlike in Lorenz
comparisons, the Gini- coefficient comparisons are always conclusive, since one real number must be greater than, equal to or less than another. The result of
poverty based on these measures provides a scope for policy being concerned with the relatively richer among the poor, ignoring the poorest among the poor.
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The poverty measure has been modified by A.K. Sen by taking into account the following two factors:

(1) We should be concerned not merely with the number of people below the poverty line but also with the amounts by which income of the poor fall short of
the specified poverty level, and

(11) The bigger the shortfall from the poverty level, the greater should be the weight per unit of that shortfall in poverty measure.

Sen’s Measure of Poverty (1973)

Sen (1973) suggested the following measure to find out the number of poor household falling below the poverty line as well as the extent of poverty.
*

q
Ps=———2% (z-yi)(q+1-i)
(@* +Dnzi=1 Where
Ps=Sen’s measure of poverty, g*= number of households below the poverty (34)
n= total number of households in the community (200), z = value of the poverty index (387.45)
q*

i=1 (zyi)(gq*+1-i)= 108535.1 , thus

2
(108535 .1)
(34 + 1)(200 x 387 .45)
2 2
= — = (108535 .1) = ———— (108535 .1)
35 x 77490 2712150
= 0.00000074  x 108535 .1 = 0.08031

8.031

Ps

Thus according to Sen’s measure of poverty (1973), 8.03 percent of the total sample households are falling below the poverty line.

Sen’s Measure of Poverty (1976)

Sen (1976) though in the same general tradition, presented a somewhat different formulation of the poverty measure (Ps*) for a large number of poor as
follows:

Ps*=q[l-y/z+y /2 G]

Ps* = Sen’s measure of poverty 1976, g =head count poverty ratio (0.1619), y~ = mean income of the poor (284.13), z = value of the poverty index (387.45), G =
Gini coefficient of income distribution of the poor (0.1992), Thus

Ps*=0.1619 [1- 284.13/ 387.45 + 284.13/387.45 x 0.1992]

=0.1619[1-0.733+ 0.733x 0.1992] = 0.1619 [1- 0.733+ 0.146]

=0.0669

In the present context the percentage of poor following below the poverty line according to Sen’s measure of poverty (1976) has been worked out 6.69 percent.
Diagrammatic Representation of Poverty by Different Methods:

Diagrammatic representation of Gini — coefficient, Income Gap Ratio and Sen’s poverty has been presented in diagram Il. The rectangular arm OA and OY of the
Lorenz triangle in diagram |l measure the accumulative proportion of the number of recipients and that of income received by the poor households, when the
individual income are arranged in ascending order. The arms usually equal as the scales for both the proportion are taken to be the same. The curve OPY
represents the actual distribution of the cumulative proportions. The diagonal OY represents the line of equal distribution if the poor households receive income
equal to Y7p (i.e. Rs. 284.13). The ratio of the area OPY to the area OXY yields the Gini-coefficient of concentration of income among the households.

DIAGRAM -lI: DIAGRAMMATIC REPRESENTATION OF GINI- COEFFICIENT, INCOME GAP RATIO AND SEN’S POVERTY

100 ﬁ’ v

so b ///

8o |- /
|
%‘ 70 |
(=]
far)
= s0 - ™M
E Z=57-69%
e { % 337-
g sof (% 387-45)
o
b al
= | Yp=62-31"
= e (¥ 28413)
T
<
& 30

Ip 25-66%
20
10 -///
o
CM [=d 1 1 1 1 1 1 ] X

Ho=1619 e

Bottom x percent Popualation ——M

The proportion of people living below the poverty line is Hp (i.e. 16.19%) is shown in the diagram Il by OD and after erecting a vertical line DPE with point P or
the concentration curve and point E on the diagonal OY. The area of inequality is thus cut into two parts: (a) One concerning the poor and (b) the other
concerning the non-poor when we join the points O and P, a strait line OP will represent the line of equality among the poor. The height DP is smaller than OD
because P proportion of people (who are poor i.e. 51.7) will have g proportion of total income (i.e. 284.13). The ratio of the area OMP to the area ODP gives us
Gini-coefficient measure of inequality among the poor households.

Gp = area OMP/ AODP

Where Z is the upper limit that a poor can have, it is greater than the mean income of the poor (Y™p). In short Y™ >z > Y™p (where Y~ is the mean income of the
total sample population, Z is the poverty index of the poor and Y™p is the mean income of the poor). If every poor were on the poverty line, the line of
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cumulative distribution would some where between OE and OP. In the present study it is shown by OZ. Income gap ratio (Ip) in the present diagram .has been
represented by line Olp. In diagram Il if the line of cumulative distribution are (a) OC, there is no poverty and no inequality among the poor, (b) OP, there is no
poverty and no inequality among the poor, (c) ODC there is absolute poverty but no inequality among the poor households and OMP, there is poverty as well as
inequality among the poor.

Sen’s Measure of Poverty (1981)

According to Sen the measure of poverty (1981) satisfies the monotonicity axiom, the weak transfer axiom and the focus axiom. Where as other measures of
poverty satisfy only one or the other condition. Monotonicity axiom says that given other things, a reduction in income of someone below the poverty line must-
increase the poverty measure. Where as the weak transfer axiom says that a pure transfer of income to a poor person below the poverty line must reduce the
poverty measure. The head count measure (Hp) violates both the monotonicity axiom and the weak transfer axiom. Hp is invariant with respect to both the fall
of the income of a poor person and to transfer of the kind envisaged in the weak transfer, axiom. In fact, a reverse transfer, i.e. from the poor to some one
richer, will either leave Hp unchanged or make it go down but will never make it go up. The income gap ratio (Ip) satisfies the monotonicity axiom, but violates
the weak transfer axiom. The focus axioms is motivated by the view that the poverty measure is a characteristic of the poor and not of the general poverty of
the nation. If does not however try to reflect the relative burden of poverty viz, what proportion of income of the rich would be needed to wipeout the poverty
gap of the poor, since that is clearly cased by the rich being richer, even when all the poor remain just as poor and miserable.

Sen (1981) suggested the following measure to find out the number of poor falling below the poverty line.

P =H[1-Y* (1-G) / Tt] Where

P=Sen’s measure of poverty (1981), H= Head count ratio (0.1619), Y*= Mean income of the poor (284.13)

G= Gini coefficient of the poor (0.1992), Tt= poverty line. (387.45),

P=0.1619 [1-284.13 (1-0.1992/ 387.45]

P=0.1619[1-284.13x 0.8008/ 387.45] =0.1619 [0.403] = 0.0652

According to Sen’s measure of poverty (1981), 6.52 percent of the population falls below poverty line in the study area.

Income Gap Ratio (Ip)

Income Gap Ratio is a simple measure of poverty. It is related with the aggregate shortfall of income of the poor from the poverty line. It has been referred to as
the ‘income gap ratio’ or ‘poverty gap ratio’. The measure Ip is usually defined as:

Ip=z-y"p/ z = 1-y"p/z, Where

Ip= Income gap ratio or poverty gap ratio, Z= poverty line of the sample households (387.45), y"p= mean income of the poor (284.13). Therefore

Ip=387.45- 284.13/ 387.45

Ip=103.32/387.45 = 0.2666 (i.e. 26.67%)

Thus the income gap ratio or poverty gap ratio for the sample households has been worked out 0.2666 i.e. 26.67 percent.

Different Estimates of Relative Poverty with the help of various measures among the sample Household

The value of poverty estimates worked out among the sample household with the help of different poverty measures, viz; Head Count Ratio (Hp), Gini-
coefficient of income distribution among the poor (G), Income Gap Ratio (Ip) and Sen’s measures of poverty 1973 (Ps), 1976 (Ps*) and 1981 (p) have been
presented in table II.

TABLE — II: POVERTY ESTIMATES WITH THE HELP OF DIFFERENT POSITIVE MEASURES

S.No. | Poverty Measures Percentage of poor
1 Head Count Ratio (Hp) 16.19%

2 Gini- Coefficient Poor (G) 19.92%

3 Income gap ratio (Ip) 26.67%

4 Sen’s measure of poverty (1973) (Ps) 8.03%

5 Sen’s measure of poverty (1976) (Ps*) | 6.69%

6 Sen’s poverty line (1981) (P) 6.52%

The value of poverty estimate varies with the help of different measures among the sample household in the present study. Ps* and P are considered more
reliable due to the reason that these two measures take into consideration not only the number of people below the poverty line but also the amounts by which
the incomes of the poor fall short of the specified poverty level.

CONCLUSION AND SUGGESTIONS

The consumption pattern in rural area varies from place to place and from one region to other therefore present study is based on the day to day information on
consumption expenditure throughout the full agricultural year. Further the results of the present study clearly indicate that there exist a lot of variations in the
poverty and income inequality among the sample households. Income inequality is higher among all households as compared to poor households and the
income of the poorest among the poor is very low mainly due to their small size of holding, higher level of dependency and lack of regular farm and non-form
employment. In the study area there is a great scope for providing income and employment generating opportunities by developing horticultural activities,
development of cottage and small scale industries, art and craft industries such as wool based industries, bamboo based industries, leather processing units,
rope making, saw mills etc. But it is also observed that economic growth by itself does not lead to the containment of poverty. Along with economic growth
some favorable legal and political institutions are needed for the containment and reduction of poverty.
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