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ABSTRACT OF THE DISSERTATION
Contrasting Consumption Poverty with Assct Poverty: A Case of India

- Deepak Smghaia
M_Phil. Programme in Applied Feonomics, Jawaharlal Nchru University,
at the Centre for Development Studics.

Various scholars, including Sen (1999), have argued that the households are likely to remain in
poverty trap if they lack freedom to own, accumulate and effectively exchange the assets
required for livelthood purposes. It is also true that in case of rural India the households are not
free to own, accumulate and effectively exchange assets due to various lacunae in credit, land,
labor and product markets. It has been hypothesized initially in this thesis that a large proportion
of the Indian households, particularly rural, continue to remain poor because they lack relevant
assets or the ability to exchange the ones.they own; and in the later part of the thesis it is also
substantiated that the predominant reason could be the inability to exchange the assets. A
recenily developed asset based approach for measuring asset based poverty is the precise answer
to this kind of problem, and hence, has been used in this thesis. This approach divides the asset
poor (non-poor) into structural poor (non-poor), i.e. those who are poor (non-poor) due to
structural reasons like lack (sufficiency) of relevant assets, and stochastic poor (non-poor), i.e.
those who are poor by chance or due to bad (good) luck.

A humungous amount of research on poverty in India is largely centered on consumption -
poverty. One of the reasons for this could be due to Indian policies being focused on
provisioning to the houscholds as a remedy instead of enabling. A stream of current debates on
poverty have established that it is not sufficient to look at the vulnerable status of the houscholds
irom the lens of consumption or expenditure alone, rather than evaluating the household assets
alongside their ability to cffectively exchange such assets in the open market for commenting
upon their vulnerability. So, the main objective of this thesis is to add to this discourse on the
need for an asset-based framework, besides consumption based framework for understanding
poverty in India. This objective is fulfilled by identifying the households, who need enabling and
not just provisioning, in the four Indian states, viz. Maharashtra, Uttar Pradesh, Orissa and Tamil
Nadu. For this purpose, the Debt and Investment Survey conducted in the 59™ round by NSSO
has been used.

Overall, the results show that possibly the reason behind households being poor is not the
just the lack of ownership of assets, but it is also because they lack the capability to exchange
such assets in the market. Moreover, it is also found that the highest proportion of poor are found
in those regions of the Indian states where human development or economic development is at its
low. Although, in the absence of sufficient panel data, this study is limited to measuring static
asset poverty, that is for one time period, from a policy perspectives it is strongly advisable to
carry out a dynamic analysis of asset-based poverty. Following from the major results, and the
limitations of this study, it is safe to conclude that in order to fight the problem of poverty the
policy makers must equip themselves with sufficient data to successfully identify the households
who are dynamiically asset poor.

Key words: Asset poverty; consumption poverty; regional disparity; structural; stochastic
JEL: 132, P36, E21
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Introduction

Consumption does not fall like manna from heaven. Houscholds need to have freedom to choose
strategies, which in turn depend on the assets they own, to carn a proper livelihood. These assets
can also be only in form of labor as mentioned by Fields (2012). If a household lacks the
required abilities to generate such livelihoods, then the government brings in its invisible hands
to provide for such requirements. However, for the government too, resources don’t fall like
manna from heaven. It has to incur debt, which has to be paid back in various forms; not to
mention the everlasting economic problem of limited resources. Hence, the government cannot,
perennially, ensure the consumption needs of those below the poverty line. In such
circumstances, it is in the best interest of all the three entities, 1.e., the government, the tax payers
and the beneﬁciéries, to move towards a system where the households become capable of
generating their own livelihoods in an open market economy with kind of freedom mentioned by
Sen (1999). For this reason, it is important to focus on the asset based poverty and not just the
consumption based poverty.

In his seminal work Sen (1999) observes attainment of development only in the form of
freedorn for individuals. Freedom, according to him, means ‘freedom from poverty, tyranny,
poor economic opportunities, systematic social deprivation, and neglect of public facilities,
intolecrance or overarching repressive states’. Further, in the context of poverty, Sen (1999)
argues that lack of substantive freedom leads to economic poverty.

In one other work, by Carter and May (2001), the main title reads ‘One kind of freedom’.

This work assesses the situation of poverty in post-apartheid South Africa using an asset based



approach’. The central idea of the series of work (Carter and May 1999 & 2001; Carter and
Barrett 2006) is that in order to study the poverty trap faced by individuals or households it is
necessary to incorporate the concept of asset ownership, ability to exchange such assets in the
open market, ability to protect and insure in the events of uncertainties within the conventional
framework of poverty based on consumption/expenditure,. To put it in Sen’s (1999) words, the
individuals or households are likely to remain in poverty trap if they face unfreedom to own,

accumulate and exchange the assets required for livelihood purposes.

1.1 (Un)frecdom in India

In the Indian context also various kinds of unfreedom exists in the rural economy which is
similar to that of the apartheid situation of South Africa. These sources of unfreedom hinder the
ability of the households to own, accumulate and exchange the assets required for livelihood
purposes, and hence, in this way, the rural India is affected by a kind of virtual apartheid. Some
of these prominent sources of unfreedom are inadequacy of credit markets, unprotected land
markets, exploitative labor and product markets which are discussed below.

Since the Indian rural households lack adequate savings to finance farming and other
economic activities, availability of timely credit at affordable rates becomes a necessary
prerequisite for rural livelihood (Acharya 2006). However, the Indian rural credit market is
confronted by several inadequacies and is highly insufficient (Acharya 2006; Satyasai and Patil
2002; Thorat 2005; Sharma 2010; Mohan 2004; Golait 2007; Ministry of Agriculture 2006).
These studies have highlighted that the rural households face considerably higher rate of
interests, do not get timely credit, and have to dcpend more on the informal credit markets in the
absence of lack of access to formal markets which in turn makes them victim of different kinds
of exploitations.

The rural land market is highly unproductive as well as unprotected. Various studies have
shown that due to continuous marginalization of agricultural land and its shrinking size holdings,
it is becoming unprofitable to invest in agricultural activities (Mishra 2006; Rawal 2008;
Deshpande 2003). Other reasons that have been cited as roadblocks to better returns from

agricultural land are in terms of rising cost of cultivation, poor irrigation facilities, untimely

! Prequel and sequel to the same situation analysis can be found in Carter and May (1999), Adato, Carter and May
(2006) respectively



availability of required inputs, etc. Moreover, various lacunae in legally protecting the Jand by
the state has also led to either encroachments of land, or it has resulted in landlords exercising
the exploitative production relations and retaining contro! over landholdings through illegal
means (Wadhwa 1989 & 2002; Meamns 1999; Appu 1996).

Indian rural labor market is affected by segmentation on account of gender, age, tribe and
caste, and the differential wages alongside availability of quantum of work are neither
determined by productivity nor the demand-supply situation of labor (Deshingkar and Farrington
2006; Chadha and Sahu 2002). There is also evidence of bonded labor or unfree labor in India
owing to indebtedness and many other forms of contracts (Srivastava 2005).

The conditions of Indian rural product market do not favor the large proportion of
cultivators. Lack of infrastructure, excessive regulatory framework and dominance of the
unorganized sector restricts the farmers’ freedom to sell their products and earn good returns
(Acharya 2006; Rao 2004). Also, pricing and trade, particularly international trade, situations are
adverse towards the farmers in rural areas (Ghosh 2005; Ministry of Agriculture 2006). Like the
other three markets, that are credit, land and labor, in the product market as well, the farmers are
under exploitative relations with the landlords.

These sources of unfreedom to effectively utilize assets Icad to the failure in accumulation
which is one of the likely reasons behind persistence of poverty. With this background, the
present work adopts the idea of asset based poverty approach proposed by Carter and May (1991
& 2001) and Carter and Barrett (2006) to diagnose the Indian poverty situation.

1.2 Asset Based Poverty in Indian Context

Incidentaliy, a whole lot of the studies in India have been centered on consumption poverty.
However, livelihood of a household strongly depends on the assets owned by it (Sen 1981;
Carter & May 1999). So, the present work looks at poverty in India from an alternative
perspective of assets as against the common consumption based assessment of poverty. Hence,
the prime departure of this work against the humungous amount of research on poverty in India,
lies in examining asset based poverty of the Indian states which is rare excepting the one by
Naschold (2009).

Capability comes from the assets owned by houscholds. Assets can be either tangible, like

land, production units, animals, etc., or they can be non-tangible, like human capital, and also



-social capital. Households strategically use their assets in the market to generate the required
livelihoods. A household lacking the required assets to convert into its consumption
requirements is asset-poor. It is possible fora househoid to be both consumption poor as well as
asset poor. It is also possible that the household falls in either of these categories or even neither.
Since assets become crucial in deciding the consumption status of a household, it is important to

- have a distinction of an asset poor from a consumption poor. In essence, vulnerability of a-

household depends more on the nature of its asset poverty than on the consumption poverty,

because it is the asset poverty that leads to consumption poverty.

Unfortunately, as already mentioned, works on poverty in India lacks discussion on asset
based poverty. It is but obvious that the skewed focus on understanding poverty from a
consumption perspective is conditioned by the primary aim of a society being towards ensuring
some minimum standard of living for its citizens. As a result, the pro-poer policies in India are
designed to make provisions through various programs, whose major objective is to.cater to the
consumption needs of the poor and not enable the poor to get out of poverty. Hence there has
been concerted effort regarding identification of those poor whose consumption needs are to be

-satisfied, but there is hardly any attempt at identifying deficit in enabling conditions, in tcrms of

- institutional or infrastructural support, to move out of poverty through self-motivated strategies.

Another problem in assessing asset based poverty is lack of appropriate data on asset holding in

India’.

1.3 Research Questions and Objectives
With the above pre-text, the research questions raised for this thesis are as under: - .
1. Is there an overlap of consumption and asset poverty in Indian states? If yes, what is its |
extent?
2. Does asset poverty exist due to lack of assets or due to lack of ability to use the available:

assets efficiently?

21t is important to mention here that precisely for the reason of lack of appropriate data, this thesis is limited to
analyzing static asset poverty, and does not study the dynamic assct poverty. This is discussed further in Chapter 3
of this thesis.



3. What are the possible policy measures to move extremely poor or stochastically static

poor’ out of poverty trap?

Addressing these set of research questions lend us the following objectives:
1. To add to the discourse on the need for asset based framework as an alternative to
consumption based framework to understanding poverty in case of India.
2. To identify the poor households who need enabling and not just provisioning.

3. Toidentify the asset ownership nature of the extremely poor.

1.4 Chapterization Scheme

The thesis is further divided into five chapters. Second chapter reviews the literature while
moving {rom development. of consumption based poverty to theory of asset based poverty. The
analytical framework and the type of data used are presented in third chapter. Thel fourth chapter
attempts at fulfilling the second and third objectives by identifying the houscholds, who need
enabling and not just provisioning, in four Indian states, viz. Maharashtra, Uttar Pradesh, Orissa
. and-Tami! Nadu. Fifth chapter does a comparative analysis of the results obtained in: the fourth

chapter. Sixth chapter concludes the thesis with some suggestions on the policy measures.

3 Stochastically static poor are those who are both consumption poor as well as asset poor. For further clarity please
refer to Chapter 3 of this thesis.
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Theory behind Asset based Poverty: A Literature Review

The most basic problem stated in economics is the problem of limited resources. Another
problem is inefficient allocation of the available resources. Food is limited because the
population is rising faster than the rise.in agricultural produce, and also due to various other
reasons. Moreover, only one-third of the earth is land, so limited space to create enough houses
for the rising population. Modern technologies, industnalization, urbanization, etc., have given
rise to the problems of pollution, corruption, global warming, ctc. In some spheres life has been
made easier, but at the same time cost of acquiring necessities like health and education has
escalated. In fact, overall cost of living particularly in the developing world is quite high (Chen
and Ravallion 2008), which further strengthens the scarcity of resources. Such problems of
scarcity can be seen in almost all the arenas of life of a human being. Nothing is abundant and
whatever is available is not efficiently distributed which leads to many living under poverty*.

The quantitative study on poverty was started, academiczlly, by Booth (1889) and then by
Rowntree (1901). For many years, poverty was diagnosed from the ambit of income. It was
assumed that an individual or a household requires a certain minimum level of income to cam
such necessities which broadly included food, clothing and shelter that would keep them out of
poverty.

However, with further studies on poverty it was later argued that income is not sufficient to
undarstand poverty. It is quite possible that the available income is not used efficiently to
consume the basic necessities- food, shelter and clothes. It is also possible that these necessities

are not available easily to acquire despite the fact that there is money to buy them.

4 As of 2005, about onc-fourth of the world population, that is 1.4 billion pcople, lived below the international
poverty line of $1.25 a day in 2005 prices (Chen and Ravallion 2008).
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Studies.on peverty based on income have also been questioned because the data on income
are not considered reliable. U.sually, questions on income are not well-answered due to various
reasons. Sometimes, it also becomes difficult to assess the sources of income and collate them in
one figure. Moreover, there can be different types of income, real as well as monetary. In such
case it is complex to convert income in real terms into monetary terms.

For various limitations with income based poverty measurement, from 1960s and 1970s
studies on poverty started shifting focus to consumption instead of income (Moser 2006). With
the World Bank reports of 1990 and 2000 a strong emphasis was given to diagnose and approach
the problem of poverty from consumption aspect. '

‘Various modifications were made to -estimate the consumption poverty accurately.
Officially, the World Bank report of 1980s and 1990s added the elements of education and health
to basic consumption that earlier comprised only of food, clothing and shelter. Also, while
moving beyond estimating just the one-time period consumption poverty, that is static poverty,
efforts have been made, using the longitudinal data, to measure the dynamics of consumption
poverty in-order to distinguish between the chronic poor and transitory poor.

Lately it has been realized that even the poverty measures based on consumption are not
sufficient. Both, income and consumption based measures are insufficient in explaining poverty
because they are the means of achieving the ultimate ends and not the ends® in themselves
(Hulme and McKay 2005). In his path-breaking work, Sen (1981) claims that poor are those who
share common income claiming strategies or “entitlements”, and not just income (or
consumption).

Sen has argued that poor should not be identified by what they have consumed or ecarned,
rather by the capabilities they have to exchange the entitiements they are endowed with. Poor are
those who are vulnerable to risks and shocks arising from uncertainty. Those, who can, through
self-motivated strategies, move out of poverty in certain time are not vulnerable. Sen (1981), and
further Chambers (1992 and 1994), gave rise to new angle of understanding poverty that
included concépts like assets, vulnerabilities, capabilities, endowments, risk and insecurity.

Picking up on these new ideas of poverty, Carter and May (1999) initiated to put up the

analytical framework to understand the capability of a household through an asset based

5 The ends here refer to aspects like avoiding premature mortality or an ability to live with dignity in community,
which is also reflected in Sen (1990)



approach. The idea of Sen’s entitlement mapping, which can also be called livelihood mapping

according to Carter and May (1999), is summarized in the figure below.

BN

Ownership endowments w

(Tangible & intangible assets) J

3

Commodity Bundles

(Food, services, facilities, etc.)

Claiming systems \

(Labor & other markets, social &
bureaucratic processes, etc.)

-

Figure 2.1: Sen’s Entitlement Mapping or Carter and May’s Livelihood Mapping

The above figure shows that houscholds own certain endowments and what they finally
earn, in form of various commodity bundles, depends on the claiming systems available to them.
Using this framework, the methodology for the construction of asset indices has been worked out
in a series of work by Carter and May (1999 & 2001) and Carter and Barrett (2006)°. Before
moving ahead to discuss this methodology, in simple terms, it is important to first understand

few basic concepts.

2.1 What is an Asset?

Asset is something that not only helps in generating livelihood, but also provides protection
against risks and uncertainties, thereby making someone invulnerable. Assets can be botn
tangible as well as intangible.

According to Moser (2006), “asset is the stock of financial, human, natural or social

resources that can be acquired, developed, improved and transferred across generations. It

¢ Though there are two other methods of constructing asset indices, one by Filmer and Pritchard (1998) that uses
principal component analysis, and the other by Sahn and Stifel (2000) that uses factor analysis, these methods have
been criticized, see for example Liverpool and Nelson (2010), and hence have not been preferred for the purpose of
this study.



generates flows or consumption as well as additional stock. In the poverty debate, the concept of
assets or capital endowment includes both tangible and intangible assets.”

On similar lines of thought, for Carter and Barrett (2006) asset broadly includes
.conventional, privately held productive and financial wealth, as well as social, geographic and

market access position that confer economic advantage.

2.2 Why an Asset Based Approach to Understanding Poverty?

The asset based approach is helpful in explaining the poverty dynamics and mobility
" (McKay and Perge 2011; Barrett and Carter 2012). As it can be seen in Figure in the Appendix
- “to this chapter, the asset based approaches to poverty comprise of the third ard fourth generation
. of approaches that help to distinguish the poor and non-poor into structurally and stochastically
poor and non-poor (Carter and Barrett 2006).

Commonly used poverty concepts tell us relatively little about how and 'why those identified
as poor are poor (Carter and May 1999; Chiwaula et al. 2011). In 2001, Carter and May
reiterated that consumption based poverty concepts confuse distinct sorts of poverty and in
particular are unreliable guide to a number of households caught in a poverty trap.

In contrast, highlighting the role of assets Liverpool and Nelson (2010) argue that assets
reflect productive capacity, and hence, are better mode for understanding poverty. Considering
the dynamic nature of assets, Hulme and McKay (2005) argue that assets capture longer term
dynamics better than a measure of income at one or two points in time. Another benefit of assets
is that it is less subject to fluctuations in short to mediiun term, compared to consumption or
income. So, flow measures such-as consumption or income are more prone to measurement error
than stock variable (Barrett et al. 2006; Woolridge 2002).

According to Sen (1999) assets or the ability to earn from assets decide the freedom to live.
Moreover, besides generating income, assets also represent wealth and status, and it offers social
security in form of protection against shocks and gaining easier access to credit (Hulme and
McKay 2005). Even Barrett et al. (2006) suggest that productive assets can be used for
generation of livelihood and also work as collateral for expenditures based on credit.

Naschold (2009) has listed three reasons for estimating household welfare and poverty
through asset holdings. First, economic well-being of a household is dependent on its stock of

assets. Second, asset level fluctuate less from day-to-day than income and thus are closer to the
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measure of structural well-being. Finally, surveys tend to measure asset holdings more accurately
than income or consumption.

Neither of the consumption based measurés, whether static or dynamic, is designed to
separate out a stochastic or a temporary nature of poverty from a structural one, which is crucial
for target intervention. Asset based approach to poverty is helpful in distinguishing between
stochastic and structural nature of poverty. This measure creates a line between those who
became poor or non-poor stochastically, i.e., out of sheer luck, and those structurally, i.e., for not

~having adequate assets. The basic idea is that if a poor household lacks assets to remain above
consumption poverty line, and if, in a particular year this household becomes non-poor, due to
some good luck (say, some transfers from a relative), then tiis type of transition from poor to
non-poor status is stochastic in nature. But, if this household moves above the consumption
poverty line because of improvement in relevant assets, then it is é structural shift. This is
important from a policy perspective; because, those who are stochastically poor arc likely to
move back to the non-poor position and hence don’t need policy intervention, unlike those who
are structurally poor. The same applies to stochastically and structurally non-poor as well.

Dynamically, it is possible that a section of households remain persistently poor or in
poverty trap because of shortfall in minimum - required assets. It is also possible to identify such
asset poor households who have sufficient asset base to move out of poverty, within some time
through self-motivated strategies. Dynamic asset poverty measure draws a line (known as
Micawber threshold) between those structural poor who are likely to persist in poverty trap and
those who can, through various economic strategies, become asset non-poor in some time-period.
The ones who are in the poverty trap need a big push to move out of it because they lack relevant
assets to even feel motivated to adopt to the strategies that will bring them out of this poverty

trap. Theoretically then, those who are in poverty trap are a subset of the set of structurally poor.

2.3 Theoretical Framework for Asset Based Poverty Approach

Theoretical framework towards. asset based poverty approach is introduced in the literature
by Carter and May (1999), and then taken forward to develop it further in Carter and May
(2001), Carter and Barrett (2006) and Adato, Carter and May (2006).

In Figure 2 below, the vertical axis measures utility of a household which is a basic money

metric measure. The horizontal line BP indicates the minimum level of utility (based on
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consumption) that divides poor from non-poor. In other words, this is the consumption poverty
line. Assets accessible to households are measured on the horizontal axis’. The assets are defined
in terms of both tangible (land, livestock, etc.) and intangible assets (human capital and sccial
capital). Now suppose that a household’s livelihood function is shown by the curve EF which
tells that at point L the houschold is exactly on the consumption poverty line BP. The vertical
line AL’ cutting at this juncture is the level of asset that separate out the people into two group of
asset poverty status: poor and non-pocr. The household at point C is non-poor in terms of
consumption but poor in terms of asset holding by it. We can, therefore, term this household as
stochastically non-poor, since it is likely to move back to C’ and be caught in poverty because it
does not hold sufficient assets to persist at point C. Similarly, a household at point D can be
- termed as stochastically poor (for some bad luck) and is likely to move to D" and get rid out of
. poverty with the assets it.owns. A household at the point C’ (D) is structurally poor (ron poor)
because the household does not (does) have adequate assets to be non-poor. '

Within the:structurally poor there are those who can do away with poverty, with time, while
adopting some accumulation stratcgies, and there are also those who cannot move out of poverty
on their own, because of lack of sufficient assets and remain in a poverty trap. This poverty trap
is denoted by Micawber threshold in Figure 2.

Adding up the present value of all the future poverty lines for the household we can get a
dynamic poverty line like B'P’ which is naturally above the line BP. Similarly, adding up the
present value of likely future livelihood strategies of the household we get a curve GH above the
present livelihood curve EF. Micawber threshold cuts the juncture of the dynamic poverty line
B'P’ aud the curve GH and a household prescnﬂy lying below this threshold is in a poverty trap.
Micawber threshold is the lower level equilibrium, and the households scattered around this
threshold- are likely to move towards: this lower level equilibrium. It is this section of poor
househoid that needs a big push to enable them to move at least to the position (between A’ and
A) from where they can, on their own, come out of poverty by breaking the lower level

equilibrium trap.

Static asset poverty can be easily estimated using a cross scctional data set. But for the

dynamic asset poverty, as can be easily understood, longitudinal data is required. Unfortunately,

7 For-the time being let’s assume that different types of assets can be combined into one unit, which is actually done
later in this thesis through an asset index.
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such a data panel with relevant assets and consumption information is not available at state level

in India. Therefore, we have confined ourselves to study the static asset poverty only.

Utility Micawber

Threshold L/ H

p' : F

B Assets
A A

Figure 2.2: Static and Dynamic Asset Poverty Lines

2.4 Applications of Assct Based Poverty Approach

The first effort to look for multiple equilibria in order to identify the poverty trap was made
by Carter and May (2001). They conclude that significant numbers of South African households
are in poverty trap. Similarly, Adato et al. (2006) has estimated the patterns of asset dynamics in
South Africa for the period 1993-98. Their finding is that ‘households that begin with an asset
base expected to yield a livelthood less than two-times the poverty line are predicted to collapse
toward a low-level poverty trap with an expected standard of living equal to 90 per cent of the
South African poverty line. Households that begin above that threshold are estimated to advance
over time.” In case of Ethiopia, multiple equilibria have been found by Liverpool and Winter-
Nelson (2010). Their findings strengthen the case for the need of asset based measure in more
seriously targeting poverty interventions.

In India, asset based poverty measure has becn used in only the recent study of Naschold

(2009), at the best of our knowledge®. Naschold (2009) has tested the existence of poverty trap

® The recent study of Dutta (2011) also deals with asset based poverty issues in India. Unfortunately, however, it
lacks latest methodological development in the literature. Moreover, the asset poverty line seems to be chosen on
some ad hoc basis and, therefore, we do not discuss it in details.

12



for three villages, one from Andhra Pradesh and two from Maharashtra. Using such village level
panel data for a period spanning across 27 years from International Crop Research Institute for
the Semi-arid Tropics’ this study concludes that households’ asset holding are stagnant over
time. In other words, poor stay poor and non-poor stay non-poor. No multiple equilibria were
found. So, poverty traps in these villages are due to structural reasons and not because of
existence of multiple equilibiria. Moreover, ‘higher castes, larger landholders and more educated
households are significantly less likely to be poor’.

So, a part of literature has found the existence of multiple equilibria, and there are also such
works that have found no multiple equilibria. Naschold’s (2009) finding in India is similar to the
one which he found in his study of 2005 on Pakistan and Ethiopia. There are yet another set of
studies (McKay and Perge 2011; Jalan and Ravaliion 2001) that have found no evidence of
poverty traps, whatsoever.

Breaking the trend of estimating asset poverty in just one country, McKay and Perge (2011)
have used the techniquc of factor analysis for five countries, viz., Bolivia, South-Africa, Tanzania,
Uganda and Vietnam. They have not found any evidence of a poverty trap in these countries.
Their paper raises serious questions about whether asset poverty trap applies in many cases.

All the studies discussed above have used longitudinal data to estimate the asset based
poverty. However, like our study, Chiwaula et al. (2011) have used cross sectional data in
Cameroon and Nigeria. They observe different section of poor in form of structural and
stochastic poverty. Apart from agriculture and livestock, fisheries were an important productive
asset used in their analysis. However, the central theme of their study was not to estimate an
asset index per say, but an cffort to understand the reasons behind probability of poor being

vulnerable in Scuth Africa and the eiements of enquiry being the assets.



A.2.1 Appendix
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Source: Carter and Barrett (2006)
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Methodology and Data

3.1 Analytical Framework

Liverpool and Winter-Nelson (2010) proposed an analytical framework while following the
theoretical framework guiding the asset based poverty presented in Carter and May (1999),
Carter and Barrett (2006) and Mogues (2006). The framework proposed by Liverpool and
Winter-Nelson (2006) was devcloped from the one suggested in Adato, Carter and May (2000).

It involves the estimation of the following relationship:

Livt = f(Aivt» Hi' Dv' Dt) (1)

where L;,, is the poverty line adjusted consumption expenditure of household i in village v at time
t. In other words, if L;,, = 1, then the household is exactly on the poverty line, L;, < 1 implies that
the household is poor and L;,, > 1 means the household is non-poor. A4, is the asset owned by
household 7 at region v in time ¢. In order to control for other variables, several dummies are
included since assets may respond differently for different kind of households. Level of
education of the head of a household or the location of it may be responsible for such variation.
H; is the dwunmy that captures houschold characteristics, the dummy D, captures regional effects
and D, is tne time specific dummy. One important point to note here is that the above equation
inciudes two important, namely location and time-specific, characteristics which we denote
putting the subscripts v and 1 respectively. Although it is written in panel data framework, due to
unavailability of such data we confine ourselves to only cross-sectional analysis in our study.
Moreover, due to the kind of information available, village specific component is replaced with

region specific component to get our final! framework as under:

Liy = f(Ay, H, D,) @)
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Since returns from an asset may also depend on the preseace of other assets—say, for land
and cattle animals, our strategy to estimate equation (2) considering asset interaction terms as
well and, therefore, we have chosen the transcendental logarithmic (i.e., the well known
translog) version of implicit relation (2) as our explicit form. It also takes into account the rate at
which returns from assets are derived. Thus, the asset index is given by the estimated value of

equation (2) is specified as follows:

. l Air =Zﬁ](Ayr) + Z Zﬂjk(Aijr)(Aikr) + %I{i-*- yr Dr (3)
J i k

J

The asset index Aj; is in poverty line units. Since equation (2) is estimated in translog form,
A;; divides the poor from non-poor at A;; = 0. So, A;; < 0 represents poor and vice-versa.

It is important to mention here that the main objective of equation (2) is to estimate the asset
index, and not to worry about the signs and the magnitude of the estimated coefficients
obtained.’ However, we discuss' the regression results .also, particularly for the important

Iegressors.

3.2 Marginal Effect

To obtain a clear cut picture at the effect of an asset on the scaled consumption expenditure
of the households, the marginal effect of each of them is analyzed. As it can be easily
understood, this is done by taking the first differential of equation (2) against the respective
asset. Such an analysis is extremely importaiit for the simple reason that considering merely the
estimated coefficient of an asset may be misleading, since its interaction effects with the other

assets will remain left out in that case.'”

? Naschold (2069) has also pointed out this.
19 Mind that, we have considered translog form for constructing our asset index.
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3.3 Consumption Vs Asset Poor

A crosstab between the asset poverty status of the households and their consumption poverty
status has also been done in order to bifurcate the households into the four type of poverty status
discussed in chapter 2, i.e., structurally poor, structurally non-poor, stochastically poor and

stochastically non-poor''. Such an analysis will give us a mapping of the following type:

Consumption versus Asset Poverty

Consumption Consumption
Non-Poor Poor

Asset Non- | STRUCTURALLY | STOCHASTICALLY
Poor " NON-POOR . POOR

Asset Poor | STOCHASTICALLY | STRUCTURALLY
sset Poo NON-POOR POOR

The analysis is also done regionally to have an idea whether regional pattern of economic

and/or human development is also important in the asset poverty status of a household.

3.4 Profiling Structurally (or, Extremely) Poor

To fulfill our third objective (as indicated in the introductory chapter), a profile of the
structurally or extremely poor households is made according to the type of households and the
type of assets they own. This kind of analysis will tell us whether a household is poor for lacking

adequate assets or its inability to exchange them.

3.5 Data

As we have already discussed, analysis of longitudinal data is ideal to study the asset
poverty status .of the households. However, such data across different states of India is not
available. Hence, we have used single period cross-sectional data in our study. Needless to say, it
limits us to study a variety of important aspects of households’ asset poverty status, which we

have elaborated in the Second chapter.

1 As we have already mentioned, we consider only the static analysis in our study.
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“We have used the 59™ round of National Sample Survey Organization (NSSO) data on Debt
and Investment Survey conducted in 2002-03. We have done our analysis only for rural areas. In
the survey, information was collected on assets owned by households. The assets, for which data
is available and, therefore, we use in our analysis, are lands, buildings, animals, tools and
equipments used for farming as well as non-farming activities, transport equipments, other
durable assets, and financial asscts. The information on both quantity as well as value for these
assets is available. For our analysis, value of the assets is considered. In rural areas, household
members are engaged in a variety of activities which nced not always be an economic activity.
- ‘However,. engagement of some members, like children and women in unpaid household

activities, may help and promote other adults better engaging in economic activities. To account
for differentials on this count, household.- composition is categorized in terms of children,
working adults and elderly to be treated as human capital.

A measure of household well-being, in terms of its monthly per-capita expenditure (MPCE),
is also available in the database, but we do not directly use it. Instead, we modify this indicator
keeping up with the size and composition of the household members for robust representation of
the status of household well being. For MPCE; adjustments in household size have been made to

ensure the scale equivalence among the households (Sen 1981; Srivastava and Mohanty 2010).
Household size has been adjusted for household compositiori to take into account different types
of members of the household, like adult and children. Adjustment has also been made for the
scale efficiency since an additional member does not lead to equal amount of additional
expenditure. The final adjustment for composition and scale efficiency has been made using
OECD-modified scale'? (OECD n.d.).

The poverty line for an individual is chosen arbitrarily, instead of an official one. Official
poverty line has been under debate, and various alternative poverty lines have been proposed
(Deaton and Kozel 2005; Schreiner 2006). In 2005, as per the official poverty line by the
Planning Commission of India, national poverty head count ratio (HCR) was 27%, as against
which, according to upgraded $1.25 and $2 poverty line standards of the World Bank, the HCR
was 41.6% and 75.6% respectively. Moreover, the Asian Development Bank standard poverty
line of $1.35, estimated the HCR to be at around 60% (Chen and Ravallion 2008; Himanshu

12 OECD-modified scale assigns a value of 1 to the household head, of 0.5 to each additional adult member and of
0.3 to each child.
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.2008). In order to avoid such disagreement encompassing the poverty line, the median
consumption expenditure is taken as the poverty line for the purpose of our analysis. Thus, we

have arbitrarily assumed that 50% of the population is below the poverty line.”?

3 Justification for such poverty line can also be given by the argument that it is near the average of Planning
Commission poverty line and World Bank’s $2 poverty line; also closer to World Bank’s HCR estimate using §1.25
as the poverty line.
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. Contrasting Consumption Poverty with Asset Poverty in

Four Indian States

India is primarily a rural economy with 70% of its population being rural residents and a large
majority of them engaged in agricultural activities. As is already discussed in the introductory
chapter, varicus roadbiocks pertaining to all the markets for land, labor, credit and product
-adversely influence the gainful returns. for a large number of marginal and landless farmers; and
a huge chunk of the gains remain in the hands of few. The incapability of the households to
utilize their assets efficiently or to accumulate assets sufficiently is not only limited to the four
markets, but goes beyond them as well.

In this chapter, while contrasting consumption poverty with asset poverty, we pretext our
discuss‘ion with a brief understanding of the situation of households in rural India. For the ease of
representation and coverage, we have chosen four states only, one from each region. To be
specific, Maharashtra, Uttar Pradesh, Orissa and Tamil Nadu are chosen to represent respectively
the Western, Northern, Eastern and Southern part of the country.

The basis for choosing these four states for analysis is their poverty and population share in
the respective rcgions and, understandably, poverty share is chosen to be the obvious primary

- criterien. Tamil Nadu is chosen for its highest poverty sharc among the southern states as
indicated by the Tendulkar Committee Report. (2009). Further, it has the second highest rural
population share in the region according to the Government of India (2001). Similarly, Orissa is
chosen to represent the east for its poverty share not only among the eastern states but for the
country as a whole. Uttar Pradesh is representing the north on account of its large rural
population share. Maharashtra is chosen for its highest poverty as well as population share in the
west. For this reason and for simplicity and centricity of the discussion we consider Maharashtra
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to be the focus state in this chapter with a discussion of the other three states in adjunct boxes for
each of the respective sections.

Following a bricfing on each state, the-discussion moves on to establish the regional
disparity aspects of the four states, since the assets strongly respond depending on the region of
its operation. This will be followed by characterizing the asset ownership in each region and then
the proposed task of identifying asset poverty and contrasting consumption poverty with it will

be done. The chapter will be concluded with a profile of the most vulnerable classes.

4.1 A Brief Introduction on Each Chosen State

Maharashtra

Maharashtra, geographically a-Western state, covers an area of about 308 thousand square
kilometers. It comprises of 35 districts with.a population of about 96.8 million, which accounts
. for approximately 9.5% of overall india’s population.'® It has five geographic regions, namely
Konkan, Western Maharashtra, Northern Maharashtra, Marathwada and Vidarbha which form
- popularly known divisions of Konkan and Mumbai, Pune, Nashik, Aurangabad and Nagpur and
Amravati respectively. These five regions have been re-clubbed into four for the purpose of our
study, namely, Konkan-Mumbai, Pune-Nashik, Marathwada and V idarbha.'’

Uttar Pradesh (U.P.)

U.P. is the largest state in India, both in term§ of geographical coverage and population. It is
spread over an area of about 241 thousand square kilometers and having about 166 million,
approximately 16.15%. of overall Indian, population. It is divided into four administrative
regions, namely Wéstern, Central, Eastern and Southern with 26, 10, 27 and 7 districts
respectively.

Orissa
Orissa is an Eastern state of India with a coastline of about 450 kms. It has the highest
proportion of poor in India (as per the Tendulkar Committee Report 2009). Orissa extends over
an area of around 155 thousand square kms comprising of 30 districts with a population of
around 36.7 million sharing approximately 3.57% of overall India’s population. For our study we

divide it into three regions namely Coastal, Northern and Southern Orissa.

 For population figures, we follow Government of India (2001).
13 For this study, regional division for each state follows that of NSSO (2006) All-India Debt and Investment Survey
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Tamil Nadu
Tamil Nadu is the southemmost state of India and a large part of it is also coastal region. It
is spread over an area of about 130 thousand square kilometers. It is divided into 30 districts with
a population of approximately 62.4 million that amounts to about 6.12% of India’s total
population. The state is divided into four regions, viz., 1. Northern Coastal, 2. Coastal, 3.

Southemn, and 4. Inland.

4.2 Regional Dimension of the Four Selected States

Maharashtra topped in its contribution to India’s Net Domestic Product (NDP), about 15%
in 2010 (RBI 2011)." However, it has its own regional disparity in terms of contribution to
Mabharashtra’s Gross State Domestic Product (GSDP). Table 4.1 shows a comparisoh of the
population share against GSDP share of cach of its regions. Mumbai-Konkan contributes the
most to GSDP followed by Pune-Nashik, whereas Marathwada contributes the least followed by
Vidarbha. However, when this GSDP share is compared with the corresponding population
share, the regional contribution is disproportionate. Such disproportionate representation is most
in Mumbai-Konkan followed by Pune-Nashik, while Marathwada and Vidarbha come third and
fourth respectively.

Table 4.1: Population and GSDP shares for Regions in Maharashtra
Share of Population Share in GSDP, 2008-09 Ratio of Col.Il to
Regions M (11 . Col.l
Konkan-Mumbai 26% 38.4% . 1.48
Pune-Nashik 37% 36% 0.97
Marathwada 16% 10% 0.63
Vidarbha 21% 15.6% 0.74
Total 100% 100%’ 1
: Source: Calculate by author using Government of Maharashtra 2010

Table 4.2 presents further evidence of regional disparity in Maharashtra in terms of ranking
of Human Development Index (HDI) across districts of different regions. In Mumbai-Konkan
region, all but one is in the top HDI ranking. Pune-Nashik stands more or less same like

16 Although RBI is not the official authority to release basic macroeconomic data for India, it collects all the data
from the respective official authorities, say for instance, basic macroeconomic data from the Central Statistical
Organization (CSO), international trade related data from the Directorate General of Commercial Intelligence and
Statistics (DGCI&S) and so on. Since we get data of various such dimensions under a single umbrella of RBI
website, we consider it as the source of our official figures. '
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Mumbai-Konkan as it has the same numbers of districts in the topmost HDI range, followed by
four districts in second range and one in the third range. Marathwada and Vidarbha, on the other
hand, are the lowest performers in HDI since none of the districts of these regions qualify to be
in topmost HDI range. In fact, Vidarbha is the worst, since it has the highest number of districts
in the lowest range. In an earlier study, however, Shaban (2006) has shown that Marathwada is
worse than Vidarbha in terms of economic development, while Mumbai-Konkan and Pune-

Nashik region hold first and second position respectively.

Table 4.2: No. of Districts in HDI Ranking Range for Regions in Maharashtra
HDBI Ranking->
' 1te 10 11to 20 21to 30 31 and above
Regions. :
Konkan-Mumbai 5 0 1 0
Pune-Nashik 5 4 1 0
Marathwada 0 3 4 1
Vidarbha 0 3 S 3

Source: Same as Table 4.1

Further, Shaban (2006) has-also reiterated that about half of thc Net State Domestic Product
(NSDP) is contributed by four highly urbanized districts only, i.e., Mumbai, Thane, Pune and
Nagpur. His results also show that about three-fourth of the net state income comes from
Mumbai-Konkan and Pune-Nashik regions. .

Discussion on such regional aspects of the remaining three states is provided in Box 4.1

below.

Box 4.1: Regional Dimension of U.P., Orissa and Tamil Nadu

Uttar Pradesh

U.P.’s contribution to India’s NDP is almost half of its population share in India at around
9% (RBI 2011). The share in NSDP at regional level is given in Appendix for U.P. (Table UP.1).
Western region contributes the highest share, followed by Eastern region and Ccntral region,
and the contribution by Southern region is the least. This regional pattern changes when the
‘NSDP shares are compared against the population share. The last column shows that Western
region enjoys the highest share of NSDP and Eastern region the lowest. NSDP share for Central
and Southern region is more or less equal to their share of population. In terms of human

development too Western region is in the top (Table UP.2), followed by Southern region and
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Central region. Eastern region seems to experience the least human development with more
than 50% of its districts lying in lowest two ranges. These preliminary findings matches with
Diwakar (2009) which shows that the Western. region to be the most deveioped region and

Eastern region being the least developed one.

Orissa

Orissa contributes cnly about 2.61% to India’s NDP (RBI 2011). Table CR.1 in the Appendix
for Orissa gives further break up of regional contribution to Orissa’s NSDP. This table aiso
provides the regional share of the population. Following from the third column, in coastal and
‘Southern Orissa, the share of population is marginally lesser than the share of NSDP by these
regions, and for Northern Orissa it is marginally higher. So, regional share in economic
achievement of the state is almost equal to their share of population.

From table CR.2, it is clear ljhalt Southern Orissa is the lowest in terms of human
development, since six out of its eight districts belong to the Jowest ranking of human
-development. However, a similar comparison between coastal and Northern Orissa is difficult.

Following from the analysis above, the only inference that can be made is that Southern
Orissa is lowest in terms of human development, but nothing much can be said about the other
two regions. In such case, literature has got a clearer answer.

Pradhan et al. (2004) while studying the demand of a separate state for Koshala region, a
part of Orissa, have argued that this region is the worst in terms of poverty situation, literacy,
health status and physical infrastructure. Koshala region comprises of sixteen districts in Orissa,
which is formed out of all the eight districts of Southern Orissa and eight out of eleven districts
of Northern Orissa.» Many of these findings, implying Southern Orissa being the least developed

followed by Northern Orissa, are also echoed in Haan and Dubey (2005) and Haan '(2004).

Tamil Nadu

in 2009-10, Tamil Nadu has contributed about 8.1% to India’s NDP (RBI 2011). Regionally,
the GSDP share in Tamil Nadu almost follows the share of respective regional population share
(see Table TN.1 in Appendix for Tamil Nadu). The figures in the last column, which are close to
one, imply lack of regional disparity from an output perspective. Table TN.2 also gives a mixed
picture of human development in the four regions of Tamil Nadu. Though Southern Tamil

Nadu and inland Tamil Nadu are weaker than the other two regions, it is difficult to find a
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strong dominance of one region over the other. Similar weak evidences of regional disparity are
reported in. the studies by Chelliah and Shanmugam (n.d.) and Narain et al. (2000) on

evaluation of the development indicators across regions.

4.3 Regional Profiling of the Households in the Four States

In the Debt and Investment Survey.of NSSO, sample size for rural Maharashira was 5811
households: Table 4.3 shows that 70% -of the households in rural Maharashtra had primary
occupation in agriculture. This scenario varies. across regions owing to difference in rural-urban
share of population. Mumbai-Konkan' region inclusive of Mumbai is largei'y urban with little

“more than 50% of the households -engaged ‘in agriculture. In Marathwada and Vidarbha, the
- proportion of households engaged in agriculture is higher than the state level. '

90% of the hoﬁscholds in overall Maharashtra are headcd by a male member and ‘rega'rding
their educaﬁon level, 61% of the household heads had a maximum of hi:gher scéondary level of
cducation. An overwhelming majority of the households in rural Maharashtra follow Hinduism,
and Islam is followed by around 5% of the households. More than 60% of the sample houscholds
belonged to Scheduled Caste (SC), Scheduled Tribes (ST) or Other Backward Classes (OBC)
group. Interestingly, more than 90% of the households belong to such backward social grdups in

Vidarbha, whereas in Marathwada it is even less than 50%.

Table 4.3: Percentage of total within the Region for each respective category

Mumbai- Pune-
Konkan- .| - 'Nashik Marathwada Vidarbha | Maharashtra
, (N=672)*% | (N=2468) (N=1173) (N=1498) (N=5811)
Agricultural Occupation 54% 68% 77% 76% 70%
Male Headed household 89% . 89% $4% 90% 90%
Primary and 27% | 26% 37% 32% 30%
HHHead |-D0lOW
Education Middie to
Higher 63% 62% 56% -63% : 61%
Secondary _ '
Religion Hinduism 89% 93% 82% 84% 88%
Islam : 8% 5% - 7% 3% 5%
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Table 4.3 contd.

Mumbai- Pune- Mumbai-
Konkan Nashik Marathwada Vidarbha Maharashtra Konkan
(N=672)* (N=2468) (N=1173) (N=1498) (N=5811) (N=672)*
Social Scheduled 15% 12% 4% 17% 12%
Group Caste
Scl‘xeduled 7% 13% 18% 18% 14%
Tribe
Other
Backward 34% 27% 26% 56% 35%
Classes

# N is the sample size for the corresponding region
Source: Generated by the author using NSSO’'s Debt and Investment Survey (59t Round)

Box 2 below shows the discussion on regional profiling of the remaining three states.

Box 4.2: Regional Profiling of the Households in U.P., Orissa and Tamil Nadu

Uttar Pradesh

Across rural UP. about 70% of the households’ principal occupation is agriculture (see
Table UP.3). However, there is wide 1egional variation in this regard with the most developed
region, ie, the Western UDP, and' the other regions—proportion of households having
agriculture as the principal source of income being higher in the latter than the former.

More than 9G% of the households are headed by males across U.P. with an exception for the
Eastern U.P. For about 93-94% of the household heads, higher secondary education is the
highest educational attainment. Almost 99% of the households follow either Hinduism or Islam,
and the former is eight to nine times higher than the latter. Also, an overwhelming majority

(about 80%) of the households belong to either SC or OBC.

Orissa

It is observed that Southern Orissa is the least developed region whereas coastal Orissa is
the most. Incidentally, the proportion of households engaged in agriculture as their primary
occupation is the highest for Southern region at 79.3% and the lowest for coastal region at 57.8%
(see Table OR.3). Also, education level of household heads is the lowest for the Southern Orissa,
since 98% in this region have at best attained higher secondary education as against 94% and
89% in Northern and Coastal Orissa respectively.

Proportion of households follow Hinduism is about the same across all the regions and it is

as high as about 98%. Interestingly, the proportion of households belong to ST, who are known
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as highly vulnerable (United Nations 2007, Government of India 2009), is higher in the lesser
developed regions like Southern and Northern Orissa and relatively less in Coastal Orissa. Also,
proportion of households belong to either of the social groups, all known to be vulnerable, is the

highest for Southern Orissa, marginally followed by Northern, and it is least for Coastal Orissa.

Tamil Nadu

Table TN.3 shows that about 50% of the population in rural Tamil Nadu is engaged in
agriculture as their principal occupation, which is relatively less as compared to the other three
states. Except in the Northern Coastal region where the proportion of households having
agriculture as their principal occupation is close to 60%, in all the other regions it is close to 50%
or below.

About 82% of the households have male head and about 92% of the household heads have
attained maximum higher secondary education. Majority of the households follow Hinduism
and only 3% follow Islam.

Interestingly, a large proportion of the households (about 98%) belong to either of the social
groups which are considered relatively vulnerable. Households belong to ST are quite low, but

the proportion belonging to OBC is as high as 70%.

4.4 Characterization of Asset Ownership in Each Region and State

An exposition of regional disparity in rural Maharashtra in terms of a whole host of
characteristic is presented in Table 4.4. To start with we provide the average monthly per capita
consumption expenditure (unadjusted as well as the one adjusted for HH size and composition)
in Maharashtra across its four regions. For Marathwada and Vidarbha, these figures are much
. below than Mumbai-Konkan and Pune-Nashik regions and even lower than the state average.
Also, in Vidarbha the household consumption expenditure is highly hegatively skewed,
indicating the extremity of lower consumption expenditure and possibility of high inequality.
This is true even for Pune-Nashik region. But, in Mumbai-Konkan region, the consumption is
highly positively skewed, and in Marathwada it is comparatively less skewed.

However, skewness for adjusted MPCE is comparatively less. This could be because
adjustment helps in making this welfare indicator comparable on one hand and represents as an

indicator of welfare on the other. Given that adjusted MPCE values moderate differences and
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variations at large, the implied inequality too comes down when compared to the inequality in
consumption based on the MPCE prior to adjustment.

As expected, the ownerships of all kind of assets, except few in some regions, are positively
skewed. This means that a small proportion of the households own high valued assets.

Despite higher average consumption expenditure in Mumbai-Konkan region, the average
values of agricultural land owned in the region is the least in comparison to the other regions.
Perhaps the consumption in this region is-driven by non-agricultural sources because of the close
proximity to highly developed city Mumbai.

Assets like buildings are not owned by many, which is also expected. Buildings for farm |
business, like barn, animal shed, etc., ére owned only by 25-30% of the households, whereas
non-farm-business buildings, like shops, are owned by a mere 5% of the households. But, of
course, residential buildings in form of flats, bungalows and other houses are owned by a large
. section of the households. Although the ownership of such asset is not as skewed as the other
- ones, there are substantial differences in its average values across regions.

Like building, ownership of animals is also with few households and is very less in
Marathwada region: Cattle animals are owned hardly by 20% of the houscholds in Mumbai-
Konkan and Marathwada regions. But in the other two regions, it is owned by almost 40% of the
- households. However, poultry animals are owned by 30% of the households in Mumbai-Konkan

region as against 15% in Pune-Nashik followed by 5% in Vidarbha and 1% in Marathwada.

- Table 4.4: Mean, Median & Standard Deviation of HH Assets in Maharashtra & its Regions
o (All values, except for Human Capital, are in Rs.)
Mumbai- Pune- . ALL
. Konkan Nashik Marathwada | Vidarbha Maharashtra
HH Consumption 3065 2646 2253 1994 2447
Expenditure [2600] [4800] [2000] (3400] [2000}
(2151) (1647) (1344) (1194) (1593)
: 1065 967 849 767 901
MPCE (Adjusted) 1938] [875] (762] [689] [800]
(576) - (410) (377) (437) (446)
Agricultural Land (in 94.5 197 150.1 1119 153.7
'000) [11.5] [90] [65] (55] - [39.6]
(240.3) (433.6) (266.7) (369.1) (370.9)
. 255 25.6 17.4 19.9 225
N.ox}-Agrlcultural Land (5] 20] (12] (15.8] [10]
(in"000) (66.3) (70.6) (20.5) (83) (67.1)
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Table 4.4 contd.

“;‘(‘;;“ll:l: _Pune-Nashik | Marathwada | Vidarbha | . At
Far’mBusinessBuilding ?0? [ZOI} ?O} %Og %Oi
(in '000) (22.3) (9.9) (6.8) (4.9) (11)
Non- 3.2 2.8 0.86 1.7 . 2.2
FarmBusinessBuilding (0] [0} (0] [0] [0]
(in '000) (30.6) (29.4) (5.7) (14.1) (23.1)
R_es.idential Building ?51 O? ?76 0? fzo 9[]' ?,? 0“;‘ ?31 0‘;
(ir '000) | (106.6) (76.4) (48.7) (51.6) (72)
2 3689 5893 4919 4602 5109
Cattle Animals [0] [0] (0] (650} [0]
(8475) (12,048) (8960) (11,407) (10,964)
56 68 17 31 51
Poultry Animials [0] [0] 9] [0y [0]
‘ (218) (289) (240) (166) - (246)
Hand-Farm 435 '642 971 A 627 680
Eoutpment (175] - [450] - [285) (505] 1240)
3 (623) . (1800) . (1635) (2250) (1814)
Machine-Farm 783 4420 2712 2753 3225
Equipment (o [0} [0} - [0] {0]
‘ (7697) (26,647) (17.436) (20,936) (22,001)
Non-Farm Business 3[20(;9 'ZF(;J; 7[(5);3 1[20333 1[806]5
| Equipment (25,292) (31.365) (4605) (9344) (22,783)
11742 8450 2270 3420 6286
Transpert Equipment 10] {300] [0] [580] {0}
{69,153) (51,626} {16,953) (14,097) (42,473)
15,416 15,101 9070 10,214 12,660
Durable Assets [7560] [16,250] [6270] [10,325] [7000]
(20,236) (18,518) (9883) (14,428) (16,547)
16,755 10,989 6227 9671 10,355
Financial Assets . ~[553] - [1710] [100] [680] [450]
(52,198) 724,997) (31,104) (38,773) (37,758)
4.81 4.99 5.08 4.54 4.87
| Household Size [S] . [30] [5] [9] [5]
(2.45) (2.50) (2.39) (2.04) (2.37)
- 2.62 2.68 2.67 2.49 2.62
Scaled Household Size [2.5] o [5.1] [2.6] [4.8] [2.5]
(1.05) (1.03) (0.98) (0.86) (0.99)
Q -
Adult (in working age . 2['3’]7 2['2]8 ‘[Z]d' 2['2]] 2[';3]6
group) (1.68) (1.65) (1.60) (1.48) (1.61)
S : 1.40 1.55 1.83 1.43 1.56
Children (<14 years) 1] o [3] [2} 2] [1}
(1.40) (1.49) (1.57) (1.40) (1.48)
0.44 0.45 0.51 0.41 0.45
Elderly (>60 years) " [0] fo} fo] {03 [0]
(0.67) (0.69) (0.72) (0.65) (0.68)

"‘F|gures in square brackets are Median and that in round brackets are standard Deviation.
. Source and sample for eacl region: Same as Table 4.3

29




Considering high dependence on agriculture, it is not surprising that hand-farm equipments,
like sickle, plough, spade etc., is owned by a majority share of households, and with lesser
skewed in Pune-Nashik and Vidarbha regions. Although machine farm equipments, like tractor
and threshers, and non-farm business equipments, like powerlooms, Xerox machines, etc., are
not owned by many, the standard deviations for such equipments are quite high, indicating the
wide variation in the type and value of such assets. So is the case with the transport equipments
as well.

Durable-and financial assets are owned by a large proportion of households, though the
vaziation in value of such assets owned is also large. Also, as expected, their average values in
relatively backward regions like Marathwada and Vidarbha are low in comparison to the two
other regions. | .

An important point to mention about Pune-Nashik region is -that the distribution of
consumption expenditure and all the assets across households seems to be comparatively less
skewed, and its mean and median, both are higher than the state averages. Though in the casc of
Mumbai-Konkan region, the mean is as high as-or even higher than the Pune-Nashik region, the
median is lesser. in mary cases. This indicates at the more unequal distribution of assets in
Mumbai-Konkan vis-3-vis Punc-Nashik region. Similasly, there is unequal distribution in
Vidarbha and Marathwada, but the overall nature of distribution is slightly different. Like
Mumbai-Konkan region, the distribution is positively skewed in Vidarbha and Marathwada, but
the means are comparatively lower. So, even for the higher segment of the households, the value
of assets in Vidarbha and Marathwada regions is lower than that of Mumbai Konkan or Pune-

Nashik regions.

Box 4.3: Characterization of Asset Ownership in U.P., Orissa.and Tamil Nadu

Uttar Pradesh

Except for. Western U.P., the mean household consumption expenditure for the other
regions is below the state average with Central U.P. having the lowest MPCE (see Table UP 4).
However, in terms of MPCE, along with Western U.P. even Southern U.P. falls above the state
average. This probably highlights at the importance of adjusting the consumption expenditure

for household size.
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Though the average MPCE is higher in Southern U.P. than that in Eastern U.P., the
agricultural land is of higher value in Eastern U.P. However, an important point to be noted
here is that the skewness of both MPCE and agricultural land value is higher and positive in
Eastern region, hinting at higher inequality-in this region. Similar argument applies in case of

non-agricultural land in Eastern region against the Southern region.

A regional pattern, similar to the mean of agricultural land, can also be seen in the non-
agricultural land. However, the skewness in the value of land is higher for the agricultural type

as compared to the non-agricultural type.

Buildings of both types - farm and non-farm - are owned by less than 50% of the
households. Also, mean value of farm business building is much higher than non-farm business
buildings, which is expected also in rural areas. Unlike Western and Eastern regions, average

values of residential buildings are below state average for central and Southern regions.

The poultry animals are also owned by less than 50% of the households - which is also the
reason behind its low mean value. In contrast, the mean value of cattle animals is quite high, but

below state average for all regions except Western region.

Given the large number of landless laborers or marginal landholders, the mean value for
hand farm equipment across all the regions are close to state average, though highly positively
skewed. For the same reason, high valued asset like machine farm equipments are owned by

few and similar for non-farm business equipment as well.

Mean and median values of transport equipment are close to the overall state values for
Western, Central and Eastern regions, but surprisingly they are highly positively skewed for
Southern region due to much higher mean value. In fact, whatever being the reason, the mean
value of transport equipment in Southern region is exceptionally higher compared to the other
regions. Similarly, mean value of durable assets is highest in Southern region and close to state

average for the others. Finally, the financial assets are highly positively skewed.

The household size varies from about 5.25 to 6, and is positively skewed for all but Western

region, although this is not the case when the household size is scaled.

Overall, the summary results for UP. suggest that mean values for majority of the assets

are highest for Western region, with the second and third position varying between Southern
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and Eastern regions. As expected, the ownership values of all the assets are positively skewed.

Orissa

Substantiating the discussion on regional analysis for Orissa, it is observed from Table OR .4
that the household consumption expenditure is the lowest for the least developed Southern

Orissa, followed by Northern and Coastal Orissa.

Relating to the overall picture Table OR.4 shows that except for assets like farm business
buildings, animals and hand-farm equipments, the average values of all other asset ownerships
across the regions follow the hierarchy of development in all these regions. This analysis is true
even of human capital captured in the variables like household size, number of adults, children

and elderly etc.

Another crucial aspect about the set of assets mentioned in the previous paragraph is that
the average values of almost all of these assets in Southern and Northern Orissa is below the
state average. This implies that either the Coastal Orissa is dominating to pull up the state
averages, or the other two regions are pulling them down. It seems that the former possibility is
true because the skewness for Coastal region is higher and positive for almost all the assets

when compared with the other two regions.

Considering the remaining category of assets, the farm business building and animals are
owned by less than 50% of the households, though the average value of these assets is the
highest for Northern region; and it is the lowest for Southern region in case of the former and

for coastal region in case of the latter.

Hand-farm equipment is' an important asset in rural areas where large proportion of
households is engaged in agricultural activities. The mean value of this asset is almost similar in
.Coastal and Southern regions, compared to other assets. However, the skewness is higher in
case of Coastal region and lower in casc of Southern, implying a more equitable distribution of

ownership of such assets in Southern region.

Tamil Nadu

Average household consumption expenditure is the highest in the Inland region of Tamil

Nadu and the lowest in the Northern Coastal region (see Table TN .4). In terms of overall asset
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ownership, no clear cut regional pattern is observed. However, for.eight out of thirteen assets
(excluding human capitail), the mean value is the highest for inland region and at for seven out
of these eights assets the median value is zero. In fact, across all the regions, for majority of the
assets, i.e., eight out of thirteen (excluding human capital), the median value is zero implying

the ownership of assets in few hands.

The average values of assets like non-farm business building, non-farm business
equipments and transport equipments are relatively much higher for Inland region hinting at
possibilities of household dependence on non-farm sources of income. Again, dependence on
agriculture seems to be less as compared to the other three states when one looks at median of

agricultural land and mean of hand farm and machine farm equipments.

Tamil Nadu is the only state among those we have considered where the household size is
negatively skewed. But, when the household size is adjusted by scaling, it becomes usual

positively skewed.

4.5 Regression Results

As we have already pointed out we consider transcendental logarithmic form for relation (2),
in chapter 3 and is estimated using ordinary least squares (OLS) method. Initially, there were 181
independent variables. in the regression equation, which finally got reduced to 49 after removing
the insignificant ones. Breusch-Pagan/Cook-Weisberg test for heteroskedasticity rejects the null
hypothesis of constant variance. So, White’s heteroskedasticity-corrected standard errors, also
known as robust standard errors, are used for interpreting the coefficients.

On the whole the regression.modcl is significant and the independent variables explain for
sbout 46% of the variation in the scaled consumption expenditure. All the independent variables,
except the dummies, are assets and their interactions terms. Using robust standard errors, all the
variables are statistically significant at 5% or lesser level. Some important regressors and their
results are presented in Table 4.5 for discussion."’

. Regional disparity in household consumption expenditure in Maharashtra is evident from the

regional dummies. Pune-Nashik is the reference group here. A household that belongs to

17 Complete regression results for all the states can be made available at a request to the author.
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Marathwada experience a negative impact of 0.06% on consumption, whereas a household from
even more backward region Vidarbha faces negative impact with almost double the magnitude.
On the contrary, being in Mumbai-Konkan is-an advantage as it results in positive impact on
consumption expenditure. Shaban (2006), Mohanty (2009), Mishra and Panda (2006), and
SATHI (2009) also observed similar kind of picture on regiona! disparity in Maharashtra.

A household headed by.a male tends to increase the consumption expenditure, which is in
line with the findings of Gangopadhyay'and Wadhwa (2003), Meenakshi and Ray (2002) and
Buvinic -and Rao Gupta (1997). Some studies like Srivastava and Mohanty (2010), Farsi et al.

2005), Viljoen (1998) and Yimer (2011) have aiso slicwn that the consumption expenditure is

also a-function of the educational attainment of household head. In line with these studies, the

", education dummies in Table 4.5 show: that lower the level of education of household head, lesser

‘will be the possibility of consumption expenditure. It is likely that higher secondary education
will lead to-more consumption because; one, it increases the opportunity of higher income, and
two, the. basket of goods tc be consumed widens (Yimer 2011; Farsi et al. 2005). The
significance of education dummies also. hints at the importance of education as an important
asset for a houschold. _

Kisan Credit card is insignificant, which corroborates the point made by Rao (2005) that
‘Kisan Credit Scheme does not seem to be succeeding in its avowed purpose because of various
stipulations and restrictions’.

Various studies have shown' that in India SC or ST households are more vulnerable
- compared 1o the others (Sundaram and Tendulkar 2003; Mecnakshi et. al. 2000; Gang et. al.
2008). Historically, households of such castes lack adequate assets and thus such caste dummizs
have negative impact on the consumption expenditure .The dummy for agricultural occupation
- -was not significant and so was dropped from: the equation. It is surprising that this dummy is
“insignificant, when 70%-of the households’ principal occupation'® is agriculture. The reason
- could be that the households are diversifying to other occupations. According to Mishra (2006a),
the farmers in Maharashtra are -disadvantaged'due to price uncertainties of major agricultural
products like cotton. Mishra .(2006a) has also shown that over the years the profitability frorh

cotton has declined. Though the principal occupation is agriculture, th¢ main driving force

18 Principal occupation according to NSSO is one which fetched the maximum earnings to the household during the
last 365 days preceding the date of survey.
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behind the total consumption expenditure could be the engagement in various other occupations,
which is also evident from the studies of Himanshu et al. (2011), Kumar et al. (2011) Ellis (2004,
1999), Menon (2009) and Hussein and Nelson (1998) which show that in the developing
countries rural households diversify from their main occupation agriculture to tackle with the
uncertainties associated with it.

Unexpectedly, the coefficient of agricultural land is negative. It reduces scaled consumption
expenditure by almost 0.02% for its -additional increase of 1%. One would expect that
agricultural land, being the most important asset in rural areas, would push up the consumptiori

expenditure, which is not happening. This could be because a large section of thc households

. - own small pieces of land"® (Mishra' 2006b; Rawal 2008)%°, which instead of giving positive

returns becomes like a debt to the households: According to a final report submitted to Mumbai
High Court by Tata Institute of Social Sciences, “Repeated crop failures, i;lability {o meet the
rising cost of-cultivation, and indebtedness seem to create a situation that forces farmers to
- cominit suicide” (TISS 2005). This might also be the reason behind the insignificance of
- agrigﬁultural occupation dummy discussed earlier. Also, imporiant is the fact that the farmer
sgii‘i.ci‘gies'vin Maharashtra are by the farmers who owned land, and a larger proportion is of those
\\;ho"' owned relatively smaller pieces of land (Mishra 2006b). Moreover, the interaction of land
with some important assets like hand-farm tools, machine-farm tools and cattle animals turned
out to be insignificant. Probably the returns from égricultural land in Maharashtra do not depend
Just on these tools but on the other factors like size of the land, productivity of it, associated

inputs like water, fertilizers, pesticides, etc.

' Data shows that about 88 percent of the households own less than 2 hectares of land.
2 About 70 percent of the total operational holdings in Maharashtra are either marginal or small farmers (Mishra
2006b).
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Table 4.5: Ordinary Least Square Estimates

{Dependent Variable: (Logarithmic vale of} Scaled Consumption Expenditure)

R-Square 0.46
No. of observations 5808
F-Statistic 89.13
Probability>F -0.0000
' t-value
Coefficient (based on Robust
Standard Errors)
Mumbai-Konkan_Dummy 0.134 8.2
Marathwada_Dummy -0.063 -5.05
Vidarbha_Dummy -0.124 -11.24
Male-HouseholdHead_Dummy 0.114 6.69
Primary &Below_Dummy -0.095 -4.45
Middle to High Secondary_Dummy -0.075 -4.15
Scheduled Tribe_Dummy -0.041 -2.97
Scheduled Caste_Dummy -0.024 -1.91
Agricultural Land -0.019 -2.06
Non-Agricultural Land ~0.028 1.95
| Non-FarmBusinessBuilding -0.061 -3.39
Residential Building -0.044 -5.1
Cattle Animal 0.01 231
Hand-Farm Equipment 0.046 2.31
1| Non-Farm Business Equipment 0.005 291
AgriculturalLand squared 0.004 6.8
Non-Agricultural Land squared 0.002 3.85
Non-Agricultural Land_Non-FarmBusiness Building 0.003 2.15
Farm Business Building_Machine-Farm Equipment 5E-04 1.66
| Non-FarmBusinessBuilding squared 0.006 3.78
Non-Farm Business Building_Residential Building -0.002 -1.85
ResidentialBuilding squared ' 0.002 3.36
Residential Building Cattle Animal -0.001 -2.97
Residential Building_Poultry Animal -0.002 -2.42
Residential Building Transport Equipment 8E-04 2.17
Cattle Animal_Machine-Farm Tools 9E-04 2.12
| Poultry Animal_Financial Assets -0.003 -3.3
Hand-Farm Equipment squared 0.003 4.01
Hand-Farm equipment_Machine-Farm Equipment -0.002 -2.44
Machine-Farm equipment_Financial Assets -0.002 -2.76
Transport Equipment_Financial Assets -0.001 -2.45
Children ' 0.072 2.23
Children_Adult{Working Age) -0.048 -2.7
Adult(Working Age)_ResidentialBuilding 0.016 6.2
Adult(Working Age)_Transport Equipment -0.009 -3.6
Children_Residential Building 0.009 331
Children_Poultry Animal 0.009 2.35
Constant -0.862 -10.14

Source: Same as Table 4.3
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Unlike agricultural land, non-agricultural land increases the consumption expenditure. This
could be because the prices of non-agricultural land tend to increase faster over time. The
positive coefficient for the squared term of non-agricultural land indicates that owning an extra
piece of land increases the possibility of consumption expenditure by an increasing rate.
Moreover, non-agricultural land along with non-farm business building increases the scaled
consumption expenditure, which is expected given the economic possibilities of such
combination.

Buildings, by themselves, don’t yield positive consumption expenditure. But, non-farm
business buildings along with non-agricultural land, or farm business building along with
machine farm equipments, increase the possibility of better business and thus better returns.

Cattle animals increase consumption expenditure because it is a source of dairy products and
can also be traded for agricultural activities. However, they don’t increase consumption
expenditure when owned with residential building; probably because in such cases the extracted
dairy products are used for housechold consumption, and so, do not function as assets to be traded
economically in the market. Moreover, maintaining cattle animals also involve cost.

Mishra (2006b) has shown that the cost of human labor in the operational cost, which
contributes in the range from 50% to 75% of cost of production of major crops in Maharashtra, is
as high as 30% for some of the crops. This means that human labor is significant and human
labor is generally employed with hand-farm equipment. Moreover, the proportion of landless
farmers or agricultural laborers is large (Mishra 2006b) and thus hand-farm equipment yield
increasing consumption expenditure for households owning them. However, machine farm
equipments, like tractors, threshers, etc., were not significant, which may be because they are
owned by a less proportion of the households. However, machine farm tools with cattle animals
do have a positive and significant effect on the scaled consumption expenditure since they might
together give a better agricultural output.

Returns from business equipments, like photocopying machines, handlooms, power looms,
etc., have significant positive coefficient despite being owned by lesser proportion of
households.

Some asset combinations have unexpectedly negative sign and require further study for
understanding the reason behind that. These are hand-farm equipment with machine farm

equipment, machine farm equipment with financial assets, and transport equipment with
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financial assets. However, the hints of the insignificance of financial assets can be found in
Mishra (2006b) which shows that agricultural credit in Maharashtra has been declining and more
than half of the farmer as well as rural households are indebted.

An additional child in the household increases the consumption expenditure, which is
obvious, as the additional child requires various expenditures in form of nutritious food,
education and health. But the interaction of the variable adult and the variable child leads to
decreasing conéumption expenditure. Note that we are talking about scaled consumption
expenditure as dependent variable. So, an additional child means some adjustment in the poverty
‘line in denominator, and perhaps the households are able to adjust the numerator by more than
the denominator adjustment, also considering the child’s contribution to household economic
activity, if any. But, the variable adult being an insignificant one results in reduction in the
scaled consumption expenditure when interacted with child. Insignificance of the variable adult
is probably hinting at insufficient assets with households to gain from an additional human
capital. Moreover, a large. proportion of adults do not have sufficient education to gain from

better skilled jobs (Paranjape 2007).

- .- Box 4.4: Regression Results for Uttar Pradesh, Orissa and Tamil Nadu

Uttar Pradesh

Regression results for U.P. are presented in Table UP.5. The regressors in the final
regression equation together explain about 35% variability in the scaled consumption
expenditure in U.P.

- The signs and magnitude of regional dummies corroborate the findings in literature that
Western U.P. is comparatively more developed than the other regions (Diwakar 2009). Also, as
expected, a household headed by a male person affects the scaled consumption expenditure
positively and by 0.05%. However, lower the educational attainment of household heads, the
more is the possibility of fall in scaled consumption expenditure.

Following any type of religion, Hinduism or Islam, negatively affects scaled consumption
expenditure by 0.12%. Also, an ST membership has a negative effect with much greater
magnitude than for those belong to SC or OBC. Kisan credit card seems to be an important and
significant assetin U.P.

Agriculture does not seem to be a profitable occupation in U.P. Possibly this is also a reason
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behind agricultural land having negative coefficient. However, important to note is the fact that
this is jﬁst a segregated effect, and so, it is crucial to look al the joint effect of agricultural land
with assets like hand farm equipment and machine farm equipment.

- Since machine farm equipments are not owned by many in U.P., neither the variable itself,
nor its joint effect with agricultural Jand turned out to be significant. But, the ownership of hand
farm equipment does have a positive and significant effect on scaled consumption expeﬁditure
and so does its joint effect with agricultural land, even though the effect is very small in
magnitude. Joint effect of agricultural land-and financial assets is not positive, which could be
due to the inability of the meager amount of financial assets (that is evident from low median

values from Table UP.4).to meet the requirements of better and sophisticated agricultural
| inputs. Even otherwise, financial assets do not have a positive partial effect on scaled
consumptlion expenditure.

Similar picture is observed for non-agricultural land as well. It has positive partial effect

“only when it goes hand-in-hand with non-farm business equipment like handlooms, mills,
Xerox machines, etc. Obviously, in such cases the possibility of return on investinent increases
and is less uncertain than agriculture.

Surprisingly, residential buildings-don’t turn out to be significant, but it has positive joint
effect with durable assets. Perhaps, this reflects the affluent status of the households.

Another noteworthy finding is that both the coefficients of cattle and poultry animals are
not significant. Although fcr poultry animals if is expected since not many households own it.
However, joint effect of cattle animals with durable assets has positive effect, which could alsc
reflect the affluent status of the households owning both types of assets.

:Other such variables that have significant joint effects on scaled consumption and, thus,
may reflect the affluent status of the households are transport equipment and financial assets
separately each with durable assets.

As far the human capital is concerned, an additionai adult does not have a significant
impact on the scaled consumption expenditure which could also be due to inadequate level of
education for a large number of households.

As we have observed for Maharashtra, for U.P. also an additional child does increase the

scaled consumption expenditure that may be due to the demand for additional consumption by

a child in form of nutritious food, education and health expenditures. Again, joint effect of a
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child with an adult has negative coefficient, whereas that is positive for an adult with elderly.
Explanation for the earlier case may be a reduction in work time for an adult due to an increase
in the number of children in the household. A]:ternatively, it could also be for the sharing of
same consumption expenditure by an extra child member. As for the latter, sharing of existing
work load by an additional elder person actually increases the available working time to earn
more income. This extra income is then spent for additional consumption. It may be due to
additional health expenditure as well due to an additional elderly.

Lastly, in.U.P. ownership of other animals like ovine, pigs, elephants, horse, camels, eic.

also lead to significant and positive effect on consumption expenditure.

Orissa 7

The overall regression for Orissa is significant and R-square value is 0.52 {sée Table OR.5).
The regional dummies for both more developed Coastal Orissa and lesser developed Southern
Orissa have expected signs as well. |

As we observe for other states, a household with male head spendé more on conéumption.
Also, higher education of the household head has upward bearing on the consumption
expenditure.

Although regional dummiesare not significant, backward social group dummies affect
consumption negatively. Particularly, this negative coefficient for the ST group is of maximum
magnitude. Perhaps, this also partly explains the poorest state of tribal in Orissa.

The coefficient of agricultural occupation is negative which could be due to insignificance
of agricultural land. In fact, agricultural land didn’t turn out to be sig-nificant even for its joint
effect with other important. assets like hand-farm equipments and machine-farm equipments.
However, joint effect of agricultural land with cattle animals is significant although the
associated coefficient is very smali. These 'seem not a surprise since a large part of Orissa,
particularly Southern and Northern Orissa, are very poorly developed. |

The coefficient of non-agricultural land is negative and significant. Its interaction with
other such assets that helps generating non-farm income is either negative or insignificant.
Interaction of non-agricultural land with non-farm business building is negative and with non-
farm business equipment is insignificant. All these hint at the dearth of opportunities for

income generation through non-farm sources.
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The coefficient of cattle animals is insignificant, but its interactions separately with
agricultural land and residential buildings are positive and significant, although the associated
coefficients are of small magnitudes. |

Hand-farm equipment seems to be an important asset because it is positive and significant
not only by itself, but also with all other assets, except with financial assets and adult, either it is
insignificant or it is positive and significant. Farm business building seems to enhance the
possibility of positive consumption expenditure in Orissa, and along with hand-farm
equipment it further adds to consumption: Hand farm equipment along with machine farm
equipment is. positive and significant despite the later being insignificant by itself.

Interestingly, financial assets by itself and also its squared terms are positive and
significant. This is despite its interaction effect being either insignificant or negative with all
other assets. Also, important to note from Table OR.4 is that this asset is highly positively
skewed.

An additional child or adult yields positive consumption expenditure. This is despite the
fact that education level in general is quite low in Orissa. Perhaps, a lower avérage household
size, also average number of adult and children, has a role {o play, when compared to other
states like Maharashtra and U.P.

Surprisingly, interaction of adult and hand-farm equipment is negative but that of elderly
and hand-farm equipment is positive. This phenomenon is contrary to what is expected and

needs further study for a valid explanation.

Tamil Nadu

Overall regression for Tamil Nadu is significard with the R-square of about 48% (see Table
TN.5). Unlike in case of the three other states, the coefficient of all regional dummies are
positive, possibly hinting at the lower level of prosperity of the reference group with whatever
marginal the magnitude may be.

Dummy that captures the male headed household is positive and higher education of the
household head has an upward impact on the scaled consumption expenditure of the
household also.

A household following Islam faces increase in consumption expenditure, but following

Hinduism doesn’t have any significant effect. However, belonging to SC or OBC group does
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have a negative bearing on the scaled consumption expenditure.

Agricultural occupation dummy is insignificant and also the coefficient of agricultural land
is negative. Moreover, interaction of agricultural land with the hand-farm equipments yields
negative effect. Also, the coefficient of farm business building is insignificant and its interaction
with any other asset, except with agricultural land and durable assets, is either negative or
insignificant. All these imply that agriculture is quite inadequate to generate even subsistence
level of household consumption expenditure in rural Tamil Nadu.

Though the coefficient of non-agricultural land is negative, its interaction separately both
with hand-farm equipments and transport equipments are positive which hint at the existence
of non-agricultural sources of generating significant share of consumption expenditure.

One interesting phenomenon that needs further enquiry is that residential building either
alone, or its interacting with any other asset, except with child, is negative or insignificant.

The coefficient of adult is positive, while its interaction with a child or an elderly is negative
which could be due to the time adult might be spending on the care of the additional child or
elderly. At the same time, interaction of an adult with any other asset is either negative or
insignificant implying that adult yields some positive share of consumption expenditure by

generating extra income through employment alone and without any other asset.

4.6 Marginal Effect of an Asset

In the regression above, each coefficient represents the partial dependence of the scaled
consumption expenditure on the respective asset or its interaction with its own as well as some
other assets, where sign of some were not as expected and a few others were unexpectedly
insignificant. But the story does not end there. In order to get a complete picture, it will be useful
to see the marginal effect of each asset by taking the first order derivative of the transcendental
logarithmic function with respect to each asset.”! This will help in confirming the discussion

made above.

21t will give us the elasticity of scaled consumption expenditure with respect to an asset. Since transcendental
logarithmic function is quadratic in nature, it could be easily understood that such elasticity will depend not only on
the associated coefficients but on the levels of assets use as well. Therefore, it is important to see what proportion of
total observations actually have positive such elasticity. Table 4.6 precisely shows this.
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Table 4.6: Percentage of Households for which Marginal Effect of
. an Asset on the Scaled Consumption Expenditure is Positive
(Maharashtra)

Agricultural Land 58%
Non-Agricultural Land 89%
FarmBusinessBuilding 100%
Non-FarmBusinessBuilding 5%
Residential Building 80%
Cattle Animals 25%
Poultry Animals 12%
Hand-Farm Equipment 75%
Machine-Farm Equipment 15%
Non-Farm Zusiness Equipment 160%
Transport Equipment 50%
Durable Assets 100%
Financial Assets 90%
Adult (in working age group) 18%
Children (<14 years) 60%

- Source: Same as Table 4.3

Table 4.6 shows that almost half of the assets, used in the regression, increase the scaled
household consumption expenditure for a majority of the households. For reasons discussed
earlier, agricultural land increases the scaled consumption expenditure for only 58% of the
household, and for the rest it has negative effect. Partial effect of non-farm business building was
negative and which holds true here too. But, for residential building, the marginal effect has now
become positive for majority of the households. Surprisingly, the ownership of animals doesn’t
increase the consumption expenditure for majority of the households. One reason for this could
be the ownership of such assets is restricted to a select small set of houscholds. Although some
of the assets, like durable assets and financial assets, did not have significant partial effect by

them alone, their marginal effect is positive for majority of the households.

Box 4.5: Marginal Effect of an Asset in Uttar Pradesh, Orissa and Tamil Nadu

Uttar Pradesh

Table UP.6 shows that a large number of assets yield into a positive 111afginal effect for
majority of the households, which is also expected. Agricultural land, which had a negative
partial effect, is also positive for about 70% of the households.

Some of the assets which were insignificant in their partial effect have positive marginal
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effect for majority of the households. These assets are residential buiiding, cattle and poultry
animals, non-farm business equipment, transport equipment and durable assets. Whereas, some
set of assets had negative effect partially, but there marginal effect is positive for majority of the
households. These are non-agricultural land and financial assets.

Buildings, both farm and non-farm business, were partially insignificant. In terms of their
marginal effect also-they are not positive for majority of the househelds.

“An interesting point i that machine farm equipments, which are supposed to increase the

productivity of land, don’t have positive marginal effect for majority of the households.

Orissa

‘In terms of marginal effect, the high productive assets, like agricultural and non-
agricultural Jand, which were insignificant and negative in their partial effect, have positive
effect for majority of the households (see Table OR.6).

Farm and non-farm business buildings follow the result of their partial effect even in case
of marginal effect. The former had positive and significant coefficient and it is also positive for
majority of the households in terms of its marginal effect. Non-farm business building was
insignificant partially and it doesn’t have positive marginal effect for majority of the
households.

Animals don’t seem to play an important role of a productive asset. Surprisingly, hand-
farm equipment, which turned out to be a crucial variable in previous section has positive
marginal effect only for 15% of the households. Perhaps, this is due to the interaction of this
asset with financial assets and adult, and hence, this needs further enquiry.

High valued assets like machine farm equipment, transport equipment, durable assets and
financial assets have positive marginal effect for majority of the households. Non-farm business
equipment was neither partially significant nor did it add to consumption in its partial effect.
An additional adult was partially positive and significant but when the marginal effect of this
asset is calculated, while considering its interaction with the other assets, this doesn’t seem to be

adding to consumption for majority of the households.

Tamil Nadu
The argument so far regarding agriculture as a principal source for household consumption

l expenditure in rural Tamil Nadu gets further validation while looking at the marginal effect of
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agricultural land (sec Table TN.6). This asset doesn’t have a positive marginal effect for majority |
of the households. But, non-agricultural land does have a positive marginal effect on
consumption expenditure of a large majority of the households.

Unlike non-farm business building, the farm business building and residential building
have a positive marginal effect for majority of the households. Animals don’t seem to contribute
to consumption expenditure, which was also evident in the regression results.

Contradicting the regression result, hand farm equipment is positive for majority but it is
not so with machine farm equipment. Non-farm business equipment and transport equipment
don’t have a positive marginal effect for majority of the households, but durable assets and
financial assets do play an important role.

From human capital point of view the only asset that has positive marginal effect is

children.

4.7 Contrasting Consumption Poverty with Asset Poverty

The estimated value of the regression reported above is the static asset index. The
benchmark value of this asset index is 0, that is, it divides the asset poor from the asset non-poor.
Using the estimated value it was found that 52% of the households in Maharashtra are asset poor
(see Table 4.7). %2

Among the consumption non-poor households, that is, 50% of the total households, almost
15% are asset poor. This proportion of the households are consumption non-poor by chance, and
not structurally, hence, they are stochastically non-poor. In other words, they are likely to move
back to the status of consumption poor in future. Similarly, 13% of the households are
consumption poor as well as asset non-poor, so these households are stochastically poor, and are
likely to become consumption non-poor in future. In contrast, there. are such households who are
non-poor in terms of both consumption and assets. These households are structurally non-poor
and are likely to remain so for a longer period. Likewise, 37% of the households are structurally
poor and are likely to remain so even in future.

This set of households is the most vulnerable section of the society and hence needs specific

policy targeting. In addition, next important section for policy targeting should be the 15% who

22 Recall here that median consumption expenditure of the households is assumed to be the consumption poverty
line for Maharashtra.
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are consumption non-poor and asset poor, and not the consumption poor and asset non-poor. In
. P N I T W . .
short, the targeting should be towards the asset poor i makl‘ﬁ“gfthem asset non-poor, which will

then automatically take care of their consumption poverty status in the long run.?

- Table 4.7: Consumption Poverty versus Asset Poverty: No. of households
in Maharashtra
Consumption Non- Consumption Total
Poor Poor
‘ 2033 753 2786
Asset Non-Poor (35%) (13%) (48%)
869 2155 3024
Asset Poor (15%) (37%) (52%)
2902 2908 5810
Total (50%) (50%) (100%)
* All'the figures in this table are rounded off to the nearestinteger value.
The ﬁgurcs in brackets are propornon of the total households in Maharashtra.
Source: Same as Table 4.3

Like the cross-section table of asset poverty and consumption poverty for Maharashtra,
tables are also presented for its different regions in the Appendix for Maharashtra (see Tables
MH.1 to MH.4). Regional disparity can be clearly seen in these tables. More importantly, this
kind of analysis substantiates further the strong link between asset poverty and livelihood. As it
can be seen, the situation of asset poverty and consumption poverty in the most developed
region, that is Mumbai-Konkan, and in the least developed region, that is Vidarbha, is exactly
opposite. This reflects the idea of unfreedom by Sen (1999) and also the idea of capability by
Sen (1981). The most vulnerable section, i.e., both consumption and asset poor in Mumbai-
Konkan region is about 15%, and the best-off section that is both consumption and asset non-
-poor is 59%. It is almost the other way round for Vidarbha. Also interesting is the fact that these
figures move in tandem with the ranking of.development among the regions. The ratio of
consumption non-poor to consumption: poor and asset non-poor to asset-poor is highest for
Mumbai-Konkan, followed by Pune-Nashik and then Marathwada region, followed by Vidarbha.

This pattern is obvious because we are likely to see higher proportion of asset poor in the regions

2 It is important to note here that if there had been panel data available at state level, the asset poor could have been
further broken to get those sections of households who are trapped in poverty below the Micawber threshold and
keep moving towards a lower level equilibrium.
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that have higher unfreedom in form of lesser human development or lesser economic

development.

Box 4.6: Contrasting Consumption Poverty with Static Asset Poverty in Uttar Pradesh,
Orissa and Tamil Nadu '

Uttar Pradesh

In U.P,, there is about 53% of asset poor and 47% of asset non-poor (see Table UP.7). A
major cause of concern is the 36% of the households which is structurally poor, i.e., asset poor as
well as consumption poor. A certain part of this group is likely to remain in poverty in future as
well, which is a subject of discussion under the dynamic nature of poverty in U.P.

Another group of concern is the stochastically non-poor, i.e., the households those are
consumption non-poor but asset poor. Since these 17% of the households lack sufficient assets
to remain out of consumption poverty line, with time they are likely to move back to the state of
consumption poverty, if asset accumulation doesn’t take place.

The households that are asset non-poor but consumption poor, are likely to become
consumption non-poor, or those who are consumption non-poor are likely to remain so until
and unless they face any kind of shock that affects their level of assets to fall to the poor state.

A regional analysis (reported in Tables UP.8 to UP.11) shows that the regions like Central
and Eastern U.P. which had almost similar negative coefficients in the regression equation, have
the highest proportion of asset poor (or structurally poor). Whereas the most well-off region,

i.e., the Western U.P. has more or less opposite situation in comparison to the worse off regions.

Orissa

Among all the households, 37.8% are structurally poor that is these are both consumption
poor as well as asset poor, and so, should be of primary concern for the policymakers (see Table
OR.7). Another group of concern is those who are stochastically non-poor, that is consumption
non-poor but asset poor.

Those who are consumption poor but asset non-poor, i.e., stochastically poor, are poor by
chance or due to some bad luck and are likely to move back to the status of consumption non-
poor. Those who are non-poor on both the dimensions are in a better-off position.

Regionally, the pattern of asset poor vs. non-poor and consumption poor vs. non-poor

varies greatly (see Tables OR.8 to OR.10). Coastal Orissa, the most developed region, has about
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23% asset poor followed by about three times higher about 65% in Northern Orissa. But the
region of a grave concern is the Southern Orissa where the proportion of asset poor is as high as
around 93%, despite 74% being poor. only on consumi;tion dimension. Within these 93%,
around 72% are the extremely poor or structurally poor. This region needs a special focus in

terms of policy attention.

Tamil Nadu

In Tamil Nadu, about 48% are asset non-poor and 52% are asset poor (see Table TN.7). The
worst off section of rural Tamil Nadu is about 37% of the households who are consumption as
well as asset poor, or structurally poor. Whereas the best-off section, that is, structurally non-
poor is about 35%. Similarly, the stochastically poor and non-poor are 13% and 15%
respectively.

A deeper regional analysis (see Tables TN.8 to TN.11) reveals that the region with the
highest proportion of asset poor and consumption poor is Northern Coastal and with the lowest
proportion is Coastal. IHowever, the regional disparity between these two polar regions is not as
conspicuous as it was for the two polar regions of the other three states.

Southern and Inland regions of rural Tamil Nadu have similar distribution of poor and
non-poor on asset and consumption dimensions; the former having higher asset poor than the

latter.

4.8 Profiling Structurally Poor (or Extremely Poor) in Maharashtra

Table 4.8 below compares the profile of the structurally poor against that of all the
houscholds in Maharashtra. This will further substantiate the idea of the need for asset based
poverty approach.

In the regression analysis the coefficient for male headed household was positive. Perhaps,
this is why only about 82% of households of structurally static poor sample are headed by males
as against 90% in overall Maharashtra. Moreover, proportion of these extremely poor households

_engaged in agricultural occupation is higher. Another interesting feature, which is also expected,
is that unlike for all the sample households in Maharashtra, maximum education level for almost

all the households is up to higher secondary education. Religion does not seem to be
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differentiating criteria, but to.be a particular social group member is predominant for the

extremely poor households.

Table 4.8: Comparing the Profile of the Structurally Poor against entire
Maharashtra
l Structurally
poor Maharashtra
Male Headed hcusehold 82% 90%
Agriculturai Occupation 76% 70%
HY iHead , Prifnary and Below] 50% 32%
tducation Middle to Higher S;Ee;‘(::ad;;’: 49% 60%
Hinduism, 85% 88%
Religion
Islam 5% >%
Scheduled Caste 21% 15%
Social Group - Scheduled Tribe 25% 15%
. r-
0,
Other Backward Classes 31% 33%
Source: Same as Table 4.3

In order to get further clarity on the profile of the extremely poor, we have presented the
© summary of assets held by such households against that by all the households in Maharashtra in
Table 4.9. The average values of all type of assets held by the extremely poor households in
Mabharashtra is half or even lesser than those held by all the houscholds in Maharashtra. This is
also true for average MPCE. [However, interestingly the proportion on households holding such
assets, in both the sample groups, is more or less same, with the exception of machine farm
equipments and transport equipments.

Such asset ownership characteristics possibly imply that the households are not poor
because they do not own assets, but it is because of lack of their capability to exchange sucii
assets in the market. This also reflects the capability approach discussed in Sen (1981) and also a

majority of asset based literature discussed in second chapter.
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Table 4.9: Comparing the Assets and MPCE of the Structurally Poer against the entire Maharashtra
Structurally Poor Maharashtra
% of hh o
Mean Median holding Mean Median /(.’ of hh o
. holding assets
assets

Agricultura! Land (in

'000) 48 0 47 154 40 59
Non-Agricultural Land

(in '000) 11 6 89 22 10 89

Residential Buildings ,

(in ‘000) 26 20 90 51 30 90

Cattle Animals 2476 0 31 5109 0 41

Hand-Farm | = 55, 160 84 680 240 81
Equipment

Machine-Farm | 0 4 3225 0 15
Equipment

Transport | ), 0 ' 28 6286 0 44
Equipments

Durable Assets 4599 3540 99 12660 7000 99

Financial Assets 584 100 88 10355 450 93

MPCE (Adjusted) | 599 615 - 920 821 R
Source: Same as Table 4.3

Similar profiling of the structurally poor and their assets holding against the entire sample of

the respective states is discussed in the box below.

Box 4.7: Profiling Structurally Poor (or Extremely Poor) in Uttar Pradesh, Orissa and
’ Tamil Nadu

Uttar Pradesh

Tables UP.12 and UP.13 compare the profile and assets of the sample that contains only
extremely poor against the one that contains all the households in U.P.

As Table UP.12 shows difference between the proportions of households headed by male
among the structurally poor and among the all U.P. households is very less. This is despite the
fact that the coefficient of male headed households in the regression results was positive,

although the magnitude was low.
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Surprisingly the proportion of households having agriculture as their prima_ry occupation
is lesser in the structurally poor segment of the population. This means that there are also other
occupations to be explored which leaves a household in the state of extreme poverty.

But as expected, the proportion of household heads having education maximum up to
higher secondary education is 98% among structurally poor against 93% for the entire sample.

Religion is not a differentiating criteria but social group is. The proportion of households
belonging to the so-called deprived social groups like SC, ST or OBC is higher (around 90%)
among the structurally poor in comparison to the entire sample (around 81%).

In terms of asset holding, the average of all the assets held by struc.turally poor is almost
half or even less than the average value of the assets held by the households for the entire U.P..

Out of the nine categories of -assets, four are such where the proportion of household
holding the assets is almost the same between both the samples. But the proportion of
households equipped with the rest five categories of assets, namely, agricultural land, cattle
animals, machine-farm equipments, transport equipments and financial assets, is lesser in case
of structurally poor compared to the entire U.P. Almost all of these assets can be termed as
highly productive assets.

A possible inference that can be made out of the above analysis is that in case of U.P. the
households are in the category of extremely poor because either the market exchange value of

the assets they hold is less or they don’t own sufficient amount of assets at all.

Orissa

Table OR.11 compares -the characteristics of extremely or structurally poor households
against those in the entire Orissa. The proportior: of households headed by a male member is
higher in the latter group, but the proportion of households whose principal occupation is
agriculture is higher among the extremely poor. These characteristics corroborate our regression
results. |

Almost all the household heads (about 99.6%) have a maximum higher secondary
education attainment, and among these 99.6%, about one-third has attained at best primary
education. This signifies that education of the household head has some role to play in deciding
the poverty status of the households.

Religious distribution is more or less same for both the groups, but the proportion of
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households belonging to ST, which is the most vulnerab"l_eﬂs'c')cial group in Orissa, is almost
double in the structurally poor samplgﬁ{gﬁftﬁat for th;e::hrew(sllssa

The average values of almost all the assets held by extremely poor households are half or
| even lesser compared to the entire Orissa (see Table OR.12). However, the proportion of
households owning the assets is similar in both the samples, except for three assets namely
.agricultural land, transport equipment and financial assets, where the difference is 10% to 15%.

For Orissa also it seems that structurally poor households are poor not only because they
lack assets, but also due to lower market value of assets or their inability to use these assets. As
it has already been discussed, the structurally poor households are largely clubbed in the less
developed regions of Orissa, like -Southern and Northern Orissa. These regions lack the
1 accessibility to the markets and, therefore, the households lack capability to exchange their

assets efficiently. In the words of Haan and Dubey (2005) disparities exist in Orissa due to

entitlement failure.

Tamil Nadu

As expected, the structurally or the extremely poor households are headed less by a male
member compared to that in the entire Tamil Nadu (see Table TN.12). Also, the proportion of
extremely poor households engaged in agriculture as their principal occupation is greater than
that for the entire Tamil Nadu. ' |

Almost 99.5% of the household head have acquired at best higher secondary education
among the sﬁucturally poor against.92% in the whole sample. Moreover, the proportion of
households attaining at best primary education is much higher in the earlier group.

We have observed earlier that following Islam adds positively to households consumption
expenditure, and Table TN.12 shows that there are only 1.2% of the households among
extremely poor who follow Islam. Proportion of households belong to either of the backward
social groups is almost same in both the samples.

Table TN.13 shows that the average value of the almost all assets owned by the extremely
poor is half or even less than that for the entire Tamil Nadu. However, the proportion of
householdé owning such assets is more or less same in both the samples for all the assets except
machine farm equipment and transport equipment. Surprisingly, proportion of households

owning certain assets like non-agricultural land, residential buildings and hand farm




equipments is higher among the extremelv poor. All this implies that the real problem lies in
enabling the poor households to enhance their exchange capability of the assets they own or

help them accumulate higher valued assets.

4.9 Summing Up

In this chapter, we estimate the static asset index for the four selected states. Scaled
consumption expenditure of the houscholds in Maharashtra is regressed on various assets owned

by them. The estimated result is then used to calculate the asset index.

Regional dummies were used in regression to capture the regional disparity effect, if any, in
Mabharashtra. Also, our findings support the hypothesis that the SC and ST households are more
vulnerable.

Surprisingly, agriculture, which is a principal occupation for majority of the households, has
insignificant effect on the scaled consumption expenditure. A possible reason could be that the
coefficient of agricultural land is negative. This means that for many households in Maharashtra,
owning agricultural land doesn’t seem to add to the consumption expenditure. This finding needs
a deeper analysis and policy attention for making agriculture a profitable avenue.

Unlike agricultural land, non-agricultural land increases the consumption expenditure. Cattle
animals, being a source of dairy products and important capital for agricultural land, increase
consumption expenditure as well.

Ownership of hand-farm equipments increases consumption expenditure. Even, returns from
non-farm business equipments add to consumption expenditure. These findings hint at creating

- such opportunities for households where these assets can be used.

The asset index results show that about-52% of the households in Maharashtra are asset
poor. If these households are lifted out of asset poverty then chances of sustaining the status of
consumption non-poor will definitely increase. Hence, policy should be targeting such
households first. Among these 52% households, the most crucial ones to be targeted are those

-37% who are consumption poor as well, since these are likely to be trapped in poverty. This set
of households is the most vulnerable section of society and hence needs specific policy targeting.

However, from gradual approach perspective Marathwada and Vidarbha, which are
relatively backward regions, ought to be given preference since extremely or the structurally

poor households are mostly concentrated in these two regions.
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Also, the regional disparity in terms of asset poverty matches with the backwardness of the
regions. This finding substantiates the néed for asset based poverty analysis over the
consumption or expenditure based poverty.

Oune important observation coming out from the profiling of asset ownership implies that the
households are poor not just because they do not own adequate assets, but also due to their lack

of capability to exchange such assets in the market.

Box 4.8: Summary for Uttar Pradesh, Orissa and Tamil Nadu

Uttar Pradesh . .

In case of rural U.P., the regions with high concern are Eastern and Central U.P. There are

two reasons. First, coefficients of the Easterniand Central dummies were negative and with
“similar magnitude. Also, the proportion of asset poor and their distribution are similar for both
the regions. These findings do not match the extent of economic development presented in
Table UP.1, but they do match with the finding of human development in these regions
presented in Table UP.2.

Particular social group memberships that make the households poor are SC, ST and OBC.
The regression coefficients for these .social group dummies were negative and also the
proportion of households belonging to such groups was higher among the structurally poor.

Some of the important assets that had negative coefficients in the regression results or were
insignificant are agricultural land, machine farm equipments, cattle animals and adult
belonging to working age group. These assets are directly connected to agricultural occupation
which is a ptimary occupation for a large proportion of the households. Hence, policies need to
be focused on- ensuring equitable ownership of such assets and also enharcing their
productivity.

A category of assct that seems to be an.important source of generating income through
generating labor opportunities is the hand-farm equipments. The ccefficient of this asset was
positive and significant. Also, the proportion of households owning such assets was quite high
and was a'most equal for both the samples - structurally poor and entire U.P. The productivity
aspect of these kind of assets reflect that activities involving the use of such assets need to be
monitored to ensure better and enhanced opportunities by assuring labor protection and

improved returns.
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Orissa

Orissa is a peculiar state in the sense that despite having a long coastline, a large part of
it is lesser developed. In this chapter it is observed that Southern and Northern Orissa are the
most backward regions, and among these two, Southern Orissa is even worse.

The highest proportion of the households belonging to ST that is the most vulnerable
social group is there in Southern Orissa. Also, the highest proportioﬁ.of struéturally pbor, ie.,
both consumption and asset poor belong to this region.

The households in thé Southern Orissa are mostly attached with agricultural
occupations. The head of the households in this region are less educated compared to the
others. |

Overall, Southern Orissa needs a special poverty alleviation policy atfention for both the
backwardness and historical neglect in terms of economic development. In general, like
anywhere else Orissa needs special focus to be given partticularly to the structurally poor

households, because these households own assets without sufficient exchange value for them.

Tamil Nadu

The asset based poverty analysis in Tamil Nadu gives slightly different result in
comparison to what we observe for the other three states. It is so mainly for two reasons.

Firstly, the evidence of regional disparity seems to be weak in this state. Regional disparity
in terms of economic or human development is not much. Moreover, the difference in the value
of the assets owned is also quite low. The regional dummies were all positive and significant.
Most importantly, the proportion of extremely poor doesn’t differ greatly from region to region.

Secondly, agriculture doesn’t seem to be a major source to provide subsistence level of
consumption expenditure. This also implies that rural Tamil Nadu has got potential for
exploring various agricultural opportunities and making them accessible to a large proportion
of households. Another important point to note is that non-agriculturai activities seem to be a
good source of generating income and hence this can be harnessed properly.

All of these points don’t mean that Tamil Nadu has achieved fairly in terms of removing
poverty. For median as a poverty line, the extremely or the structurally poor are about 37%. So,

the asset related problems of this proportion needs to be addressed.
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Ad4.l

Appendix for Maharashtra

Table MH.1: Consumption Poverty versus Asset Poverty: No. of households
in Mumbai-Konkan Region

Consumption Non- Consumption Total
Poor Poor
396 104 500
Asset Non-Poor (59%) (15.5%) (74.5%)
66 105 171
Asset Poor (10%) (15.5%) (25.5%)
462 209 1671
Total (69%) (31%) (100%)

’

* All the figures in this tablc are rounded off to the nearest:value.

Flgures in brackets are proportmn of total households in Mumbai-Konkan region.

Source: Same as Table 4.3

Table MH.2: Consumption Poverty versus Asset Poverty: No. of
households in Pune-Nashik region

_Consumption Non- Consuniption Total
Poor Poor
. : 1098 368 1466
Asset Non-Poor {44.5%) (15%) (59.5%)
334 668 1002
Asset Poor (13.5%) (27%) (40.5%)
1432 1036 2468
Total (58%) (42%) * (100%)

* All the figures in this table are rounded off to the nearest value.
Figuresin brackets are proportion of total households in Pune-Nashik region.
Source: Same as Table 4.3

Table MH.3: Consumption Poverty versus Asset Poverty: No. of households
in Marathwada region

Consumption Non- Consumption Total
Poor Poor
273 162 © 435
Asset Non-Poor (23%) (14%) (37%)
228 510 .738
Asset Poor (19.7%) (43.3%) (63%)
501 672 1173
Total (42.7%) (57.3%) (100%)

. * All the figures in this table are rounded off to the nearest value.
F)gures in brackets are proportion of total households in Marathwada region.
Source: Sante as Table 4.3
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Table MH.4: Consumption Poverty versus Asset Poverty: No. of
households in Vidarbha region

Consumption Non- Consumption Total
Poor Poor
266 119 385
Asset Non-Poor (18%) (8%) (26%)
241 872 1113
Asset Poor (16%) (58%) (74%)
507 991 1498
Total _ (34%) (66%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Vidarbha region.
: Source: Same as Table 4.3
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A.4.2  Appendix for Uttar Pradesh

Table UP.1: Population and NSDP Shares for Regions in U.P.

) Share (.)f Share in NSDP, Ratio of Col.II
Regions Population 2006-07 to CoLl
m (n
Western U.P. 36.8% 47.56% 1.29
Central U.P. 18.1% 19% 1.05
Eastern U.P. 40.1% 28% 0.7
Southern U.P. . 5.0% 5.15% 1.03
Total 100% 100% 1

Source: Calculated by author using Government of Uttar Pradesh (2011)

Table UP.2: No. of Districts in HDI Ranking Range for Regions in U.P.

HDI Ranking—>
Regions| - 1-20 21-40 41-60 61 & above
Western U.P. 12 7 5 2
Central U.P. 3 0 7 0
Eastern U.P. 2 11 6 8
Southern U.P. 3 2 2 0

Scurce: Same as Table UP.1

Table UP.3: Percentage of Total within the Region for Each Respective Category

Western Central Eastern Southern
U.p. . u.p. U.pP. U.P. U.pP.
. N=3991 | | N=2013 N=5250 N=560 N=11814
Agricultural Occupation 66.3% 70.5% 73.6% 81.4% 70.8%
Male Headed household 93.2% 92.8% 87.3% 90.7% 92.8%
Primary and
‘'HH Head Below 49% 50% 51% 44% 50%
Education Middle to Higher
' Sec. Education 44% 43% 41% 50% 43%
Religion Hinduism 82% 90% 87% 96% 86%
Islam 17% 10% 13% 4% 13%
Scheduled Caste 25% 37% 27% 26% 28%
Social Scheduled Tribe 0% 1% 1% 1% 1%
Group Other Backward .
Classes 54% - 44% 53% 52% 52%

Source: Same as Table 4.3
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Table UP.4: Mean, Median & Standard Deviation of HH Assets in U.P. & its Regions
(All values, except fer Human Capital, are in Rs.)

Western U.P. Central U.P.: Eastern U.P. Southern U.P. Uttar Pradesh
HH Consumption 2695 2072 2282 2244 2383
Expenditure [2400] [1800] [2000] [2000] [2000]
(1621.9) (1370.3) (1497.4) (1300) (1529)
4 9715 756 757.3 854.5 837.2
MPCE (Adjusted) 878] [693.6] [706.5] (826.1] [769.2]
' - (448.6) (333.4) (298.2) (307.5) (378.2)
. 2305 130.2 205.2 1356 197.7
Ag”c'."t,‘(‘)'(;"‘; Land [74.5] - [s6] [76.1] [65] [69.9]
(in '000) (664.6) (274.4) (406.7) (220.1) (489)
e 357 17.1 243 145 26.4
A in 000y [20] [10] [12] [11] [15]
(83.5) (25.8) (40.5) (18.3) (57.2)
Farm Business 7.9 2.7 5.4 5.8 5.8
Building (in '000) 03 10] (03 [0.],1;" [0]
: (25.2) (6.5) (15.9) (424) (20.6)
Non-Farm 1.5 0.8 2.4 0.9 1.8
Business Building [0] {0] [0] [0} [0]
(in '000) (13.9) - 18.7) (27.4) (5) (20.3)
Residential 58.3 419 64.7 42.6 57.6°
Building (in '000) (40} (28] [40] [26] (35]
~ (65.9) (48.4) (87.8) (54.5) (74.2)
, 6804.1 4399.1 42325 48398 5158.4
Cattle Animals [4200] (1650} [1500] [2400] [2150]
: (8953.1) (7060.1) (6890.2) (6620) (7754.5)
8.5 135 15.2 8.7 123
Poultry Animals ()] (0] [0] [0] 0]
(201.7) (331.8) (196.3) (74.8) (223.4)
Hand-Farm 870.8 707 647 8325 741.6
oo [250] [200] [210] [210] [220]
quip (1881.9) (1336.3) (2180.1) (2235.7) (1964.4)
Machine-Farm 7408.1 6399.8 8605.8 79683 7795.1
Equipment (0] {0] {0] {o] [0}
qup! (31,862.5) (32,178.8) (45,130) (36,062.4) (38,554.9)
Non-Farm 690 386.8 1135 254.4 " 815.4
Business [0] [0] [0] [0} o] -
Equipinent (7848) (2725.3) (20,823.4) (1207.8) (14,659.7)
Transport 32011 32314 3783 19,4643 4235.7
Foul " (500] [475] [540] [450] [500]
quipmen (14,049.9) (21,721.9) (22,352.7) (41,4247.9) (92,200.7)
8991.3 7524.6 8341.8 10,365.5 8517.9
Durable Assets [4960] [4000] [4390] [6550] [4625]
(13,362.8) (10,755.3) (12,372.7)  (11,666) (12,445.7)
48504 3654.8 2488 27635 3498
Financial Assets [300] [200]} [160] {400] [200]
(30,929.4) (23,462.3) (15,989.4) (16,655.7) (23,338.8)
5.6 55 6 53 58
Household Size (6] {5] [6] [5] (5}
(2.7) (2.9) (3.4) (2.9) (3)
28 28 3 2.7 2.9
Scaled Household [2.7] [2.6] [2.8] [2.6] [2.7]
Size (1.1) (1.2) (1.4) (1.1) (12)
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Table UP.4 contd.

Western U.P. Central U.P. | Eastern U.P. Southern U.P. Uttar Pradesh
Adult (in working f;]; . 2[22213 [Z’] %2? fZ(;
age group) (1.6) (L7) (1.9) (1.7) (18)
. 2.5 2.3 2.6 21 2.5
R S (2] 2] 2) 2] [2]
(1.9) (1.9) (2.1) (1.7) (1.9)
0.36 0.37 0.43 0.43 0.40
Elderly (>60 years) (0] [0] [0] {01 [0}
(0.63) (0.64) 0.70) (0.72) (0.67)

*Figures in square hrackets are Median and that in round brackets are standard Deviation.
i Sample size for each region is same as in Table UP.3.
Source: Same as Table 4.3

Table UP.5: Ordinary Least Square Estimates’
(Dependent Variable: (Logarithmic Value of) Scaled Consuinption Expenditure)
R-Square : 0.35
No. of observations 11810
F-Statistic 105.93
Probability>F 0.6000
t-value
Coefficient (based on Robust
‘Standard Ervors)
Western-U.P._ Dummy 0.088 6.39
Central-U.P._Dummy -0.074 -5.07
Eastern-U.P._ Dummy -0.086 -6.23
Male-HouseholdHead_Dummy 0.051 4.58
Primary &Below_Dummy -0.143 -9.95
Middle to High Secondary_Dummy -0.097 -7.13
Religion-Hindu_Dummy -0.12 -2.01
Religion-Islam_Dummy ) -0.126 =21
Scheduled Tribe_Dummy -0.127 -4.28
Scheduled Caste_Dummy -0.033 -3.3
QtherBackwardClasses_Dummy -0.019 -2.24
KisanCreditCard_Dummy 0.021 1.56
Occupation_Agriculture_Dummy -0.049 -6.16
Agricultural Land -0.013 -1.98
Non-Agricultural Land -0.068 -9.85
Hand-Farm Equipment 0.038 296
Financial Assets -0.027 -2.48
Agricultural Land squared 0.003 9.45
Agricultural Land_HandFarmEquipment 0.001 3.06
Agricultural Land_Durable Assets -0.002 -3.19
Agricultural Land_Financial Assets -0.0007 -2.54
Non-Agricultural Land squared 0.005 10.98
Non-AgriLand_Non-farm Business Equipment 0.001 3.68
Non-AgriLand_Transport Equipment -0.001 -2.52
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Table UP.5 contd.

t-value
Coefficient (based on Robust
Standard Errors)
Residential Building Durable Assets 0.004 7.83
Residential Building Financial Assets -0.003 -3.87
Cattle Animals_Durable Assets 0.0006 5.22
Hand-Farm Equipment squared 0.002 3.34
Machine Farm Equipment_Transport Equipment 0.0004 1.74
Transport Equipment_Durable Assets 0.003 4.87
DurbaleAssets_Financial Assets 0.008 6.86
Financial Assets squared 0.0025 6.32
Children 0.206 '4.59
Children_Adult ) -0.075 -7.76
Adult_Edlerly 0.057 2.27
Adult_Non-Agri Land : £.0055 3.08
Adult_Transport Equipment -0.011 -5.33
Adult_Financial Assets -0.008 -2.94
Child_squared -0.035 -4.1
Elderly Hand Farm Equipment ) 0.017 2.21
Other Animals 0.016 1.84
Constant -0.158 -2.05
: . Soutce: Same as Table 4.3

‘Table UP.6: Percentage of Houscholds for which Marginal Effect of an
Asset on the Scaled Consumption Expenditure is Positive (U.P.)

Agricultural Land 68%
Non-Agricultural Land 98%

Farm Business Building 22%
Non-Farm Business Building 0%
Residential Building 96%

Cattle Animals 100%

Poultry Animals 81%
Hand-Farm Equipment 80%
Machine-Farm Equipment 41%
Non-Farm Business Equipment 97%
Transport Equipment _ 77%

Durable Assets 88%
Financial Assets 85%

Adult (in working age group) 13%

Children (<14 years) 60%

Elderly (>60 years) 0.7%

QOther Animals 54.4%

Source: Same as Table 4.3
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Table UP.7: Consumption Poverty versus Asset Poverty: No

. of households
in U.P.
Consumption Non- Consumption Total
Poor Poor

3899 1654 5553

Asset Non-Poor (33%) (14%) (47%)

2008 4253 6261

. AssetPoor (17%) (36%) (53%)
5907 5907 11814
Total (50%) (50%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total househelds in U.P.
Source: Same as Table 4.3

Table UP.8: Consumption Poverty versus Asset Poverty: No. of

households in Western U.P.

Consumption Non- Consumption Total
Poor Poor
2299 782 3081
Asset Non-Poor (57.6%) (19.6%) (77.2%)
359 551 910
Asset Poor (9%) (13.8%) (22.8%)
2658 1333 3991
Total (66.6%) (33.4%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Western U.P.

Source: Same

as Table 4.3

Table UP.9: Consumption Poverty versus Asset Poverty: No. of

households in Central U.P.

Consumption Non- Consumption Total
Poor Poor
Asset Non- 314 203 . 517
Poor (15.6%) (10.1%) (25.7%)
471 1025 1496
Asset Poor (23.4%) (50.9%) (74.3%)
785 1228 2013
Total (39%) (61%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Central U.P.

Source: Same as Table 4.3
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Table UP.10: Consumption Poverty versus Asset Poverty: No. of

households in Eastern U.P.
Consun;]()):)l;)n Non Cons:(:';}:tlon Total
1008 520 1528
Asset Non-Poor (19.2%) (9.9%) (29.1%)
1118 2604 3722
Asset Poor (21.3%) (49.6%) {70.9%)
2126 3124 5250
Total (40.5%) (59.5%) (100%)

* All the figures in this table are rounded off to the nearest value.
The figures in brackets are proportion of the total housekolds in Eastern U.P.

Source: Same as Table 4.3

Table UP.11: Consumption Poverty versus Asset Poverty: No. of

households in Southern U.P.

Consumption Non- Consumption Total
Poor Poor

225 112 337
Asset Non-Poor (40.2%) (20%) (60.2%)

: 103 126 223
Asset Poor (18.3%) (21.5%) (39.8%)

328 232 560
Total (58.5%) (41.5%) (100%)

* All the figures in this table are rounded off to the nearest value.
The figures in bracliets are proportion of the total households in Southern U.P.

Source: Same as Table 4.3

Table UP.12: Comparing the profile of the Structurally Poor against entire U.P.

Structurally Poor U.p
Male Headed household 73% 71%
Agricultural Occupation| 87% 91%

. 1 0, 0,
HH Head Middle t: ';:rgl:z ::foizl:w 2 -~
Education . 299% 43%

Education

C. Hinduism 85% 86%
[Religion Islam 15% 13%
Scheduled Caste 39% 28%

Social Group Scheduled Tribe 2% 1%
49% 52%

Other Backward Classes

Source: Same as Table 4.3,
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- Table UP.13: Comnparing the Assets and MPCE of the Structurally Poor against entire U.P.

Structurally Poor U.P.
% of hh holding % of hh holding
Mcan | Median assets Mean | Median assets
_Agricultural Land . , -
(in '000) 73 33 65 204 84 74
Non-Agriéultural 1
Land (in '000} 14 ‘ 10 .98 29 15 99
Residential '
Buildings 34 25 98 60 40 99
(in ‘000) °
Cattle Animals . 2810 0 -49 5590 3000 63
Hand-farm 369 150 - '87 781 250 a8
Equipment
Machine-Farm 1252 0 ¥ 7224 0 21.
Equipment
Transport 894 | 400 - 60 2318 | 500 72
Equipments
Durable Assets 4359 3000 - 100 8984 4950 100
Financial Assets 395 100 81 3829 225 88
MPCE (Adjusted) 569 581 - 837 769 -

Source: Same as Table 4.3
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A4.3

Appendix for Orissa

Table OR.1: Population and NSDP shares for Regions in Orissa
Share of Share in NSDP, .
Regions Population 2009-10 Rat:: g(f)lc lo L
(n (m :
Coastal Orissa 48% 44.44% 0.92 -
Northern Orissa 35% 39.59% 1.13
Southern Orissa 17% 15.97% 0.93
Total 100% 100% 1
Source: Government of Orissa 2010, and Government of India 2001

Table OR.2: No. of Districts in HDI Ranking Range for Regions in -

Orissa
HDI Ranking->
Regions| 1to 10 11to 20 21 to 30
Coastal Orissa 5 4 2
Northern Orissa 5 4 2
Southern Orissa 0 2 6

Source: Same as Table OR.1

Table OR.3: Percentage of Total within the Region for Each Respective Category

Coastal Southern Northern
Orissa Orissa Orissa Orissa
(N=1585)* | (N=620) (N=1175) {N=3380)
Agricultural Occupation 57.8% 79.3% 68.1% 65.9%
Male Headed household 89.1% 92.2% 90.1% 90.1%
Primary and
0, 0, 0, 0,
HH Head Below 43% 73% 53% 53%
Education Middle to Higher
Secondary
Education 46% 25% 41% 40%
. . Hinduism 98% 94% 97% 97%
Religion
Islam 0.8% 0.6% 0.8% 0.7%
Scheduled Caste 24% 23% 15% 20%
Social Scheduled Tribe 6% 45% 44% 27%
Group Other Backward
Classes 45% 28% 35% 38%

# N is the sample size for the corresponding region
Source: Same as Table 4.3
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Table OR.4: Mean, Median and Standard Deviation of HH Assets in Orissa & its Regions
(All values, except for Human Capital are in Rs.)

Coastal Southern Northern
Orissa Orissa Orissa ALL Orissa
1861.6 1072 1338.5 1514.2
HH Consumption Expenditure [1600] [825] [1200] [1300]
(1218.3) (710.6) (755.7) (1032)
692.2 452.8 530 585.6
MPCE (Adjusted) [619] [393.7] [500] [531.3]
(303.9) (241.9) (209) (279.3)
41.9 26.1 40 38
Agricultural Land (in '000) [7.2] [12] [16.5] [12]
: (140.5) (46.6) (71.4) (104.8)
: 20.2 34 7.8 12.4
Non-Agricultural Land (in '000} [10] [2.4] [5] [5]
: (130.5) (4.3) (10.6) ' (87.2)
. 1.7 0.5 2 1.5
Farm Business Building (in '000) (0] [0} {0} [0]
(4.1) (1.03) (4.4) (3.9)
Non-Farm Business Building (in 0.7 0.13 0.3 0.4
'600) (0] (o] {0] (0]
(4.4) (1.3) (5.4) (4.4)
41.5 11.7 27 30.2
Residential Building (in '000) [20] (7] |16} |15]
(79.7) (14.8) (35.1) (58.4)
21769 21823 2769.1 2386.3
Cattle Animals [0] (0] {500] (0]
(3489) (3327) (5240) {4171.4)
1 - 18.4 66.5 759 48.6
Poultry Animals [0] [0] (0] [0]
(81.7) (118.8) (164.3) (126.8)
3023 290 219.3 270.6
Hand-Farm Equipment [150] [240] [150] [180]
(422.6) (268) (235.6) (338.6)
. 376.9 130.6 266.7 287.1
Machine-Farm Equipment [0] [0] [0} [0]
(8500.6) (3346.4) (2264.5) (6001.4)
839.4 134.5 264.2 491.2
Non-Farin Business Equipment [0] {o] [0} [0]
(6419.7) (1399) (3768.5) (4866.6)
3464.1 362.2 1929.1 2282.1
Transport EQquipment [400] (0] [400] [300]
(27792.1) | (3071.7) | (53226.6) (36616.1)
9056.8 2436.7 4196.1 5976.8
Durable Assets [3830] [1000] [1750] [2150]
(19484.8) | (4520) (7407.8) (14105.2)
4298.6 851.2 4059.9 3501.1
Financial Assets [100] [(40] [50} [60]
(21392.4) | (8850.4) (24650) (20826.1)
49 4.2 4.5 4.6
Household Size 15] [4] [4] [4]
(2.3) (1.8) (2.1) (2.2)
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Table OR.4 contd.

" ces T
Coastal Southern Northern
Orissa Orissa Orissa ALL Orissa
2.6 23 25 25
Scaled Household Size [2.5] [2.4] [2.4] [2.4]
: (1) (0.7) (0.9) (0.9)
29 24 2.7 2.7
Adult (in working age group) (2] [2} {2} (2]
(1.6) (L.1) (1.5) (1.5)
1.6 1.5 1.5 1.6
Children (<14 years) [1] (1] {11 (1]
(1.4) (1.4) (1.4) (1.4)
0.5 0.3 0.3 0.4
Elderly (>60 years) [0] [0] (4] [0]
(0.7) (0.6) (0.6) (0.7}
*Figures in square brackets are Median and that in round brackets are standard Deviation.
Sample size for each region is same as in Table OR.3.
Source: Same as Table 4.3

Table OR.5: Ordinary Least Square Estimates
(Dependent Variable: Scaled Consumption Expenditure)
R-Square 0.52
No. of observations 3379
F-Statistic 59.67
Probability>F 0.0000
t-value
(based on Robust
Coefficient Standard Errors)
Coastal Orissa_Dummy 0.144 10.65
Southern Orissa_Dummy -0.108 -5.73
Male-HouseholdHead_Dummy 0.036 1.67
Primary &Below_Dummy -0.135 4,77
Middle to High Secondary_Dummy -0.073 -2.79
Scheduled Tribe_Dummy -0.134 -5.99
Scheduled Caste_Dummy -0.075 -3.59
Other Backward Classes_Dummy -0.103 -5.72
Agricultural Occupation_Dummy -0.041 -3.17
Non-Agricultural Land -0.058 -3.24
Farm Business Building 0.036 29
Poultry Animal -0.043 -2.36
Hand-Farm Equipment 0.029 21
Financial Assets 0.014 2.1
Agricultural Land_Residential Building -0.002 -2.93
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Table OR.5 contd.

t-value
(based on Robust
Coefficient Standard Errors)
Agricultural Land_Cattle Animal 0.001 2.14
Agricultural Land_Non-FarmBusiness Equipment 0.001 2.94
| Agricultural Land_Transport Equipment -0.001 -3.56
Non-Agricultural Land squared 0.004 4.66
Non-Agricultural Land_Non-Farm Business Building -0.002 -3.82
Non-Agricultural Land_Residential Building -0.002 -1.76
Non-Agricultural Land_Cattle Animal -0.003 -3.95
Non-Agricultural Land_Hand-farm Equipment 0.005 3.64
Non-Agricultural Land_Durable Assets 0.005 242
Farm Business Building Non-Farm Busines Building 0.003 2.97
Farm Business Building Hand Farm Equipment 0.003 2.51
Residential Building_Cattle Animal 0.002 3.32
Residential Building Durable Assets ‘ -0.008 -4.38
Hand-Farm Equipment squared -0.008 -4.52
Hand-Farm Equipment_Machine Farm Equipment 0.001 2.1
Hand-Farm Equipment_Financial Assets -0.006 -6.41
Non-Farm Business Equipment_Financial Assets -0.003 -3.21
Transport Equipment_Durable Assets 0.004 6.97
Transport Equipment_Financial Assets -0.002 -2.76
Financial Assets_squared 0.005 8.15
Adult (Working Age) 0.178 2.13
Children 0.300 5.41
Elderly -0.169 -2.44
Adult (Working Age)_squared | -0.094 -4.52
Adult {(Working Age)_Residential Building 0.016 2.07
Adult (Working Age) _Hand Farm Equipment -~ -0.013 -2.15
Adult (Working Age)_Durable Assets -0.018 -1.99
Elderly_Hand Farm Equipment 0.038 2.39
Constant . -0.363 -4.25
Source: Same as Table 4.3
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Table OR.6: Percentage of Househclds for which Marginal Effect of
an Asset on the Scaled Consumption Expenditure is Positive
(Orissa)

Agricultural Land 60%
Non-Agricultural Land 34%
Farm Business Building 68%
Non-Farm Business Building 36%
Residential Building 95%
Cattle Animals 48%
Poultry Animals 19%
Hand-Farm Equipment 15%
Machine-Farm Eguipment 71%
Non-Farm Business Equipment 33%
Transport cquipment 100%
Durable Assets 34%
Financial Assets 74%
Adult (in working age group) 31%
Children (<14 years) 97%
Elderly (>60 years) 26.95%
Source: Same as Table 4.3

Table OR.7: Consumption Poverty versus Asset Poverty: No. of
houseliolds in Orissa

Consumption Non- Consumption Total
Poor Poor
1207 412 1619
Asset Non-Poor (35.7%) (12.2%) (47.9%)
483 1277 1760
Asset Poor (14.3%) (37.8%) (52.1%)
1690 1690 3380
Total (50%) (50%}) (1.00%)

* All the figures in this table are rounded off to the nearest value.
Figures in bracketis are proportion of total households in Orissa state.
- Source: Same as Table 4.3
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Table OR.8: Consumption Poverty versus Asset Poverty: No. of households
in Coastal_Orissa
Consumption Non- Consumptien Total
Poor Poor
945 280 1225
| Asset Non-Poor (59.6%) (17.7%) (77.3%)
139 221 350
Asset Poor (8.8%) (13.9%) (22.7%])
1084 501 1585
Total (68.4%) (31.6%) (100%)
* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Coastal Orissa.

Source: Same as Table 4.3

Table OR.9: Consumption Poverty versus Asset Poverty: No. of housekolds
in Northern_Orissa

Consumption Non- Consumption Total
Poor Poor
) 278 134 412
Asset Non-Poo: (23.7%) (11.4%) (35.1%) B

201 562 . 763

Asset Poor (17-1%) (47.8%) (649%)
479 696 1175

Total (40.7%) (59.3%) (1C0%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Northern Orissa.

Source: Same as Table 4.3

Table OR.10: Consumption Poverty versus Asset Poverty: No. of households

in Southern_Orissa
Consumption Non- Consumption Total
Poor Poor
' 32 12 44
Asset Non-Poor (5.1%) (2%) (7.1%)
130 446 576
Asset Poor (21%) (71.9%) (92.9%)
162 458 620
Total (26.1%) (73.9%) (100%)
* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Southern Orissa.
Source: Same as Table 4.3
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Table OR.11: Comparing the Profile of the Structurally Poor against entire
Orissa
Structurally
Poor Orissa
Male Headed household 86.6% 90.1%
JAgricultural Occupation 75.5% 65.9%
HH Head ’ Prifnary and Below]  76.5% 53%
Education Middle to Higher Second.:iry
Education 23.1% 40%
Religibn Hinduism 95.8% 7%
Islam 0.2% 0.7%
Scheduled Caste 20.6% 20%
Social Group Scheduled Tribe| 48.5% 27%
Other Backward Classes} 28.3% 38%
Source: Same as Table 4.3

Table OR.12: Comparing the Assets and MPCE of Structurally Poor against entire Orissa

Structurally Poor Orissa
% of hh o
Mean- | Median holding Mean Median . /(.) ofhh
: . ! holding assets
assets
Agricultural Land
(in '000) 18.9 6.5 49 38 12 _ 63
Non-Agricultural ;
Land (in '000) 4.3 2.6 96 12.37 5 97
Residential
Buildings 13.06 10 - 99 30.2 15 98
(in ‘000)
Cattle Animals 1711.2 0 42 2386.3 0 49
Hand-Farm 226.4 160 84 270.6 180 82
Equipment )
Machine-Farm 16.6 0 2 287.1 0 4
Equipment
Transport 2315 0 28 22821 | 300 52
Equipments
Durable Assets 1585.8 910 99 5976.8 2150 99
Financial Assets 74.4 30 64 3501.1 60 74
MPCE (Adjusted) 380.1 388.9 - 585.6 531.3 -

Source: Same as Table 4.3
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A4.4

Appendix for Tamil Nadu

Table TN.1: Population and GSDP shares for Regions in Tamil Nadu

Share of Population Share in GSDP, 2006-07 Ratio of Col.Il to
Regions m (W) Col.l
N. Coastal 30.4% 32.3% 1.06
Coastal 20.8% 21.7% 1.04
Southern 25.3% 24.2% 0.96
Inland 23.5% 21.8% 0.93
Total 100% 100% 1

Source: Calculate by author using Government of Tamil Nadu (2003)

Table TN.2: No. of Districts in HDI Ranking Range for Regions in Tamil Nadu

HDI Ranking-> R
Regions| 1to 10 11to 20 21to 30
N. Coastal 5 0 1
Coastal 5 4 1
Southern 0 3 4
Inland 0 3 5

Source: Same as Table TN.1

Table TN.3: Percentage of Total within the Region for Each Respective Category

Tamil
N.Coastal Coastal Southern Inland Nadu
N=1520 N=1148 N=1596 N=1343 N=5607
Agricultural Occupation 58.2% 52.8% 51.2% 45.5% 51.6%
Male Headed household 82.5% 80.3% 79.0% 86.3% 82.2%
Primary and
HH Head : B.elow 43% 41% 43% 48% 44%
Education Middle to Higher
Secondary ]
Education 50% 51% 49% 43% 48%
Religion Hinduism 93% 91% 83% 95% 91%
Islam 3% 4% 3% 2% 3%
Scheduled Caste 32.96% 25% 22% 25% 26%
Social Scheduled Tribe 1.41% 0.1% 0% 2% 1%
Group Other Backward
Classes 63.23% 74% 75% 72% 7i%

# N is the sample size for the corresponding region
Source: Same as Table 4.3
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Table TN.4: Mean, Median and Standard Deviation of HH Assets in Tamil Nadu & its Regions
{All values, except for Human Capital, are in Rs.}

N.Coastal Coastal Southern Inland Tamii Nadu
N=1520 N=1148 N=1596 N=1343 N=5607
. 1912 2182 2068 2188 2090.7
gfpgggf::l"r‘f"” [1700] {2000] [1800] [1975] [1847]
(1138) (1499) (1315) (1325) (1327.1)
_ 816 964.6 9148 1023 9334
MPCE (Adjusted) [750] [869.6] [833.3] [880] [833.3]
(382.6) (451.2) (455.6) (564.1) (479.3)
) 67.03 47.9 32.1 94.7 61.6
woogy [0] (0] (0] [0] [0]

! (258.1) (171.8) (113.4) (337.8) (242)
Non-Agricuitural 25.2 188 19.8 222 215
Land (in '000) (8] [10] [8.5] [10] {9]

(91.3) (29) (42) (46.8) (56.8)
Farm Business 0.73 0.88 0.8 13- 0.93
Building (in '000) [0] (0 0] 0] (0]
(3.03) (3.6) (3.5) (10.6) (6.4)
Non-Farm Business 0['8]2 ([)01 0['3]6 ?0} 1['8]3
Building (in '000) (9.03) (10.3) (5.9) (15.9) (11.16)
Residential 53.8 57.2 66.3 61.7 60.1
Building (in '000) (20] {24.3] (40] [30] 30]
(86.7) (101.7) (93.2) (105.4) (97.4)
' 2235.2 2166 1438.1 1877 1909.4
Cattle Animals {0] [0} [0] [0] [0]
(5113.1) (5781.8) (4559.5) (5520.8) (5260.5)
13.2 27.1 46.6 65.1 39.8
Poultry Animals [0} {0] [0] [0} [0]
(92) (98) (136) (1668.5) (896)
Hand-Farm 215 199.6 231.4 241.1 223.4
Equipment [90] [110] [75] (0] [70]

quip (586.8) (352.7) (534) (636.4) (546.1)
Machine-Farm 18414 21328 1535.9 17355 1795.1
Equipment [0] {0] [0] [0] [0]

quip (11738.6) (18687.4) (15413.6) (14738) (15261.3)

) 804.2 763.2 741.7 4112.7 1722
Non_—Farm Business 0] (0] (0] [0] (0]
Equipment (17126) (6933.5) (5060.8) | (36090.1) (21435.9)
Transvort 1889.5 3831.1 23837 50255 33382
EoaioD [0] [0] [0] [0] (0]
Fquipment (8713.3) (24960.4) (17528) (25674.7) (20595.6)
15744.2 ©20652.8 24808 20381.9 20513.3
Durable Assets [8225] {10860] [14400] [9700] [10450]
(23228.7) (34338.8) (35126.4) | (27296.8) (30497.9)
7686.9 7076.4 6428.6 9434.4 7722
Financial Assets [120] [900] [570] [550] [500]
(55564.6) (37494.1) (31209.5) | {42809.1) (42540.2)
4.14 3.82 3.81 3.61 3.83
Household Size (4] [4] [4] [4] (4]
(1.87) (1.87) (1.88) (1.58) (1.80)
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Table Th.4 contd.

N.Conastal |- - Coastal Southern Inland - Tamjl Nadu
N=1520 - N=1148 N=1596 N=1343 N=5607
233 - 22 2.2 212 2.21
<
sraled Household [2.3] (2.1] (2.1] [2.1] (2.1]
{0.79) (0.79) (0.81) - (0.67) (06.77)
Adult (in working 2.56 . 238 2.42 2.3 2.41
zge group) 2 2] (2] (2] (2]
.(1.4) (1.35) - {1.43) (1.22) (1.35)
| Children (<14 . 1[-12]2 1{-?]4 | 1[-1)14 v (}.;3]3 1[.&5
vears) (1.25) - (121) (1.15) (1.06) (117)
036 0.39 0.35 0.37 037
Elderly (>60 years) - [0] [0] : [0] (0] : [0
(0.€3) . (0.62) (0.61) {0.61) {0.62)
*Figures in squal e brackets-are Median and that in reund brackéts are standard Deviation.
: Sample size for each region is same as i Table TN.3
Source: Same as Table 4.3
- : Table TN.S: Ordinary Least Square Estimates
(Dependen’ Variable: { Logamhmlr Value of) Scaled Consumption hvpcndnfure)
¢ R-Squaie | 0.46
No. of observations . 5607
-F-Statistic 89.18
' Probability>F 0.0990
- t-value ]
{based on Robust
: : Coefficient Standard Errors)
Coastal_TamilNadu_Dummy ' '0.133 10.05
Southern_TamilNadu_Dummy : 0.051 4.07
Inland_TamiiNadu_Dummy . 0.084 6.44
Male-HouseholdHead Dummy 0.084 6.28
Primary &Below_Dummy ; -0.168 . -8.23
Middle to High Secondary_Dummy - -0.123 -6.63
Religion_lslam_Dummy 0.089 3.15
Scheduled Caste_Dummy . -0.046 -1.65
Other Backward Class_Dummy : -0.061 -2.24
Agricultural Land -0.031 -4.72
Non-Agricultural Land : -0.057 -9.09
Hand Farm Equipment : -0.031 -2.26
Transport Equipment ' 0.032 2.86
Durabie Assets -0.082 -2.27
Agricultural Land_squared : 0.003 5.87
Agricultural Land_Agricultural Building ' 0.002 3.61
Agricultural Land_Hand-Farm Equipment -9E-04 -2.1
Non-Agricultural Land_sqaured 0.004 8.67
Non-Agricultural Land_Hand-Farm Equipment 0.002 3.12
Non-Agricultural land_Transport Equipment 0.002 2.79
Agricultural Building Residential Building  ~ -0.003 -291
Agricultural Building_ Hand-Farm Equipment -0.001 -2.03
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Table TN.5 contd.

t-value

{based on Robust

Coefficient Standard Errors)
Residential Building_Transport Equipment -0.001 - =225
Residential Building_Durable Assets -0.002 -2.37
Residential Building_Financial Assets -0.001 -2.07
Hand Farm Equipment_squared 0.011 9.73
Transport Equipment_squared 0.003 4.28
Durable Assets_squared 0.01 433
Adult (in working age group) 0.416 5.83
Adult (in working age group)_squared -0.12 -6.78
Adult_Child : -0.044 -1.72
Adult_Elderly -0.121 -3.08
Adult_Hand-Farm Equipment -0.01 -2.96
Adult_Business Equipment -0.009 -2.09
Adult_Transport Equipment -0.007 - -2.27
Adult_Durable Assets -0.023 -2.76
Constant ‘ -0.312 -2.14

: . Source: Same as Table 4.3

Tabfe TN.6: Percentage of Households for which Marginal Effect
of an Asset on the Scaled Consumption Expenditure is Positive
(Tamil Nadu)
Agricultural Land 37%
Non-Agricultural Land 86%
Farm Business Building 74%
Non-Farm Business Building 0%
Residential Building 79%
Cattle Animals 0%
Poultry Animals 0%
Hand-Farm Equipment 61%
Machine-Farm Equipment 8%
Non-Farm.Business Equipment 14%
Transport Equipment 48%
Durable Assets 99%
Financial Assets 100%
Adult (in working age group} 32%
Children (<14 years) 66%
Elderly (>60 years) 0.36%
Source: Same as Table 4.3
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Table TN.7:

Consumption Poveity versus Asset Poverty: No. of
households ip Tamil Nadu

Consun;;ptlon Non- Consumption Total
oor Poor

Asset Non- 1962 729 2691

Poor (35%) (13%) (48%)

841 2075 2916

Asset Poor (15%) (37%) (52%)

2893 2804 5607

Total (50%) (50%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Tamil Nadu state.
Source: Samne as Table 4.3

Table TN.8: Consumption Poverty versus Asset Poverty: No. of
households in Northern Coastai T.N.

Consumption Non- Consumption Total
Poor Poor
Asset Non- 244 132 376
Poor (16.1%) (8.7%) (24.8%)
326 818 1144
Asset Poor (21.4%) (53.8%) (75.2%)
570 950 1520
Total (37.5%) (62.5%) (100%)

* All'the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Northern Coastal T.N.
Source: Same as Table 4.3

Table TN.9: Consumption Poverty versus Asset Poverty: No. of
households in Coastal T.N.

Consumption Non- Consumption Total
Poor Poor
Asset Non- 505 213 718
Poor (44%) (18.5%) (62.5%)
163 267 430
Asset Poor ' (14.2%) (23.3%) (37.5%)
668 480 1148
Total (58.2%) (41.8%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Coastal T.N.
Source: Same as Table 4.3
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Table TN.10: Consumption Poverty versus Asset Poverty: No. of

households in Southern T.N.

Consumption Non- Consumption Total
Poor Poor

Asset Non- 565 167 732
Poor (35.4%) (10.5%) (45.9%)

Asset Poor 250 614 864
(15.7%) (38.4%) (54.1%)

Total 815 781 1596
(51.1%) (48.9%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Southern T.N.

Source: Same

as Table 4.3

Table TN.11: Consumption Poverty versus Asset Poverty: No.of -

households in Inland T.N.

Consumption Non- Consumption Poor Total
Poor

Asset Non- - 570 196 766
Poor (42.5%) (14.6%) (57.1%)

Asset Poor 171 406 >77
(12.7%) (30.2%) (42.9%)

741 602 1343
Total (55.2%) (44.8%) (100%)

* All the figures in this table are rounded off to the nearest value.
Figures in brackets are proportion of total households in Inland T.N.

Source: Same

as Table 4.3

Table TN.12: Comparing the Profile of the Structurally Poor against entire Tamil

Nadu
Structurally
Poor Tamil Nadu
Male Headed household 71.7% 82.2%
Agricultural Occupation 60% 51.6%
HH Head Primary and Below, 64.5% 44%
Education Middle to Higher Secondary
Education 35% 48%
. Hinduism| 92.1% 91%
Religion
Islam 1.2% 3%
Scheduled Caste 38.1% 26%
Social Group Scheduled Tribe]  1.2% 1%
Other Backward Classes 59.6% 71%
Source: Same as Table 4.3
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Table TN.13: Comparing the Assets and MPCE of the Structurally Poor against entire Tamil Nadu

Structurally Pooxj Tamil Nadu
% of hh o
Mean Median holding Mean Median /(.) of hh
. holding assets
assets
. . o

f\grlcultural Land (in 17.9 0 25% 616 0 33%
000}
Non-Agricultural . o o
Land (in '000) 11.6 6 87% 21.5 9 84%
Residential :
Buildings 28.2 18 88% 60.06 30 85%
(in ‘000)
Cattle Animals 1220.7 0 17% 1909.4 0 21%
Hand-Farm 133.8 75 63% 223.4 70 57%
Equipment .
Machine-Farm 259.8 0 5% 1795.1 0 11%
Equipment .
;“".‘s*’m 362.2 0 27% 33382 0 46%
.quipments ) .
Durable Assets 6786.8 4500 100% 205133 10450 100%
Financial Assets 563.2 100 94% 7722 500 97%
MPCE (Adjusted) 596.8 607.9 - 933.4 833.3 -

Source: Same as Table 4.3
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- A Comparative Analysis of the Situation across Four States

This is.a brief chapter to present a comparison of the findings of all the four states. Although

the tools of analysis are similar to the carlier chapter, here the subject of comparison relates to

states rather than across regions within them.

5.1 Comparing Summary Results

There is visible predominance of agricultural occupation among the rural population of ali

the four states we have studied. In fact, the share of agricultural engagement is more than two

third except in Tamil Nadu where it is close to 50% (see Table 5.1). The other conventional

feature of rural household of these states is that the male headed households accounting for more

than 80 per cent of them. Further, the educational levels of the heads of the households are at

best higher secondary in all the states with the exception of Maharashtra wherein a majority are

above primary level of education.

Table 5.1: Percenta

e of total for each State

Maharashtra tUttar Pradesh Orissa Tamil Nadu
: (N=5811) (N=11814) {N=3380) (N=5607)

Agricultural Occupation 70% 70.8% 65.9% 51.6%
Male Headed household 90% 92.8% 90.1% 82.2%
HH Head Pr.inlary & B.elovu 30% 50% 53% 44%
Education | Middle to Higher 61% 43% 40% 48%

Secondary
Religion Hinduism 88% 86% 97% 91%

!slam 5% 13% 0.7% 3%
Social Scheduled Caste 12% 28% 20% 26%
G‘;f)':p Scheduled Tribe 14% 1% 27% 1%

OBC 35% 52% 38% 71%

# N is the sample size for the corresponding state
Source: Incorporated from Chapter 4

79




As regard to religious composition, majority are Hindus followed by Muslim households
which comprise of 1% in Orissa and close to 13% in Uttar Pradesh. Distribution of households
by their social groups varies across the states. Proportion of households belong to SC is lower in
Maharashtra compared to other states, and those belonging to ST, which is the most vulnerable
class (UNDP 2007; Government of India 2009), are highest in Orissa followed by Maharashtra
and about 1% in both U.P. and Tamil Nadu. The latter two states have highest proportion of
households in OBC category.

- Both the average household consumption expenditure and the adjusted MPCE is lowest for
Orissa (see Table 5.2), which is not surprising since it has the highest poverty in India
(Tendulkar Committee Report 2009). Again, the reported average MPCE (for both adjusted as
well as unadjusted) is highest for Tamil Nadu which also has the lowest poverty level (see Table
5.2).

The mean value for large number of assets (excluding human capital) is lowest for Orissa,
along with the median values being: quite low, too. This is indicative Qf an overall lower valued
distribution of assets for Orissa compared with other states. Contrary to this, the mean and
median values of large number of assets (excluding human capital) are highest for U.P. implying

overall higher valued distribution of assets for U.P.

Table 5.2: Mean, Median and Standard Deviation of HH Assets
(All Values, except for Human Capital, are in Rs.)
Maharashtra | Uttar Pradesh Orissa Tamil Nadu
HH Consumptio 2447 2383 1514.2 2090.7
Ex ditur:’ n {2000] [2000] [1300] [1847]
pen (1593) (1529) (1032) (1327.1)
901 837.2 585.6 933.4
MPCE (Adjusted) -[800] {769.2] [531.3] [833.3]
(446) (378.2) (279.3) (479.3)
. i . 153.7 197.7 38 61.6
%%r(;():ultul al Land (in (39.6) [69.9] [12) (0]
(370.9) (489) (104.8) (242)
. L, . 22.5 26.4 124 215
'I:)%r:)-)Agrlcultural Land (in [10] [15] 5] (9]
(67.1) (57.2) (87.2) (56.8)
Farm Business Building 2.1 >8 15 0.93
(in000) (0] [0] [0] (0]
(11) (20.6) (3.9 (6.4)
Non-Farm Business ?Oi [10? ([)0‘]} 1['813
Building (in '000) - (23.1) (20.3) (4.4) (11.16)

80



Table 5.2 contd.

Maharashtra | Uttar Pradesh Orissa Tamil Nadu
. . - . 513 57.6 30.2 60.1
'l:)%s(;;ientlal Building (in (30] (35] [15] (30]
(72) (74.2) (58.4) (97.4)
5109 5158.4 2386.3 1909.4
Cattle Animals [0] [2150] [0] (0}
(10,964) (7754.5) (4171.4) (5260.5)
51. 123 48.6 39.8
Poultry Animals (0] [0} {0] ~[0]
(246) (2234) (126.8) (896)
. 680 741.6 270.6 .223.4
Hand-Farm Equipment [240] 220] [180] [70]
(1814) (1964.4) (338.6) (546.1)

. 3225 77951 287.1 1795.1
Mac'hme-Farm [0] (0] [0] (0]
Equipment (22,001) (38,554.9) (6001.4) | (15261.3)
N N . 1865 815.4 491.2 1722

on_—Far m Business (0] (0] [0] [0]
_Equipment . (22,783) (14,659.7) (4866.6) | (21425.9)
6286 4235.7 2282.1 3338.2
Transport Equipment 0] [500] [300] [0}
(42,473) (92,200.7) (36616.1) (20595.6)
12,660 8517.9 5976.8 20513.3
Durable Assets [7000] [4625] [2150] " {10450]
’ - {16,547) (12,445.7) (14105.2) (30497.9)
10,355 3498 3501.1 7722
Financial Assets [450] [200} [60] [500]
: (37,758) (23,338.8) (20826.1) (42540.2)
4.87 5.8 4.6 3.83
Household Size [5] [5] [4] {4]
{2.37) (3) (2.2) (1.80)
2.62 29 2.5 2.21
Scaled Household Size [2.5] [2.7] [2.4] [2.1}
(0.99) (1.2) {0.9) (0.77)
Adult (in working age 2[';3]6 ?2? ?23 2[';']1
group) (1.61) (1.8) (1.5) (1.35)
1.56 2.5 _ 1.6 1.05
Children (<14 years) [1] {2} [1] (1}
(1.48) (1.9) (1.4) . {1.17)
0.45 0.40 0.4 0.37
‘Eiderly (>60 years) [0] [0} 4] [0]
(0.68) (0.67) (0.7) (0.62)
*Figures in square brackets are Median and that in round brackets are standard Deviation.
. : Sample size for each region is same as in Table 5.1
Source: Same as Table 5.1
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The relative difference between mean and median values is much higher for agricultural
land in comparison to non-agricultural land implying a higher skewness in ownership of the
former. The proportion of households owning agricultural land is less than 50% in Tamil Nadu.
Argument of asset affluence in U.P., discussed in previous paragraph, is also reflected in the
higher mean and median values of cattle animals in this state.

Residential buildings, hand farm equipment and durable assets seem to be owned by large
proportion of households and the distributions of these assets seem to be less skewed. However,
the distribution of financial assets is highly skewed that may be indicative of inadequate/poor
reach of financial services to a large proportion of households in the rural areas.

In terms of human capital, the mean household size, both scaled and un-scaled, is lowest for
Tamil Nadu and highest for U.P. Perhaps, the average number of children is the reason for such a

difference in these states.

5.2 Comparing Regression Results

As we have already mentioned and re-produced in the Table 5.3 that for all the states
developmental status of a region has a direct effect on scaled consumption expenditure of a
household within it, with an exception for Tamil Nadu. Households headed by a male member
uniformly yields additional positive consumption expenditure. Again, level of education of the
head of a household matters, since a household head without a higher education degree has
negative effect on its scaled consumption expenditure all over these states.

Specific religious status does not affect the consumption expenditure in general, with an
exception in U.P. However, membership to the vulnerable communities like SC, ST and OBC
affects scaled consumption expenditure of ‘a household negatively, except for OBC in
Maharashtra and ST in Tamil Nadu. These could be because of the fact that the proportion of
people belong to the two communitics in the two respective states is indeed scanty.

Kisan credit card, which is meant for financial support to rural agricultura'l households, has

been fruitful only in U.P. and not that much in the three other states.
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Table 5.3: Some Important Regression Coefficients & their Effect on Scaled Consumption Expenditure

Coefficients Maharashtra - Uttar Pradesh Orissa Tamil Nadu
+ve: Mumbai-Konkan | +ve: Western U.P.
Regional Dummies -ve: Vidarbha; - -ve: Central & +ve: Coastal +ve all
Marathwada Eastern U.P. -ve: Southern

Male-HouseholdHead +ve +ve +ve +ve
Primary &Below -ve -ve -ve -ve
Middle to High Secondary -ve -ve -ve -ve
Religion-Hindu Insignificant -ve Insignificant Insignificant
Religion-Islam Insignificant -ve Insignificant +ve
Scheduled Tribe -ve -ve -ve Insignificant
Scheduled Caste -ve -ve -ve -ve
OtherBackwardClasses Insignificant -ve -ve -ve
KisanCreditCard Insignificant +ve Insignificant Insignificant
Occupation_Agriculture Insignificant -ve -ve Insignificant
Agricultural Land -ve -ve Insignificant -ve
Non-agricultural Land +ve -ve -ve -ve
Farm Business Buildings Insignificant Insignificant +ve Insignificant
Non-farm Business Buildings -ve Insignificant Insignificant Insignificant
Residential Buildings -ve Insignificant Insignificant Insignificant
Cattle Animals +ve Insignificant Insignificant Insignificant
Poultry Animals Insignificant Insignificant -ve Insignificant
Hand-Farm Equipment +ve +ve +ve -ve
Machine-Farm Equipment Insignificant Insignificant Insignificant Insignificant
Non-Farm Business +ve Insignificant Insignificant Insignificant
Equipment
Transport Equipment Insignificant Insignificant Insignificant +ve
Durable Assets - Insignificant Insignificant Insignificant -ve
Financial Assets Insignificant -ve +ve Insignificant
Adult (in working age group) Insignificant Insignificant +ve +ve
Children (<14 years) +ve +ve +ve Insignificant
Elderly (>60 years) Insignificant Insignificant -ve Insignificant

Agricultural Land & Farm
Business Buildings

Insignificant

Insignificant

Insignificant

+ve

Agricultural Land & Hand-
Farm Equipment

Insignificant

+ve

Insignificant

-ve

Agricultural Land & Machine
Farm Equipment

Insignificant

Insignificant

Insignificant

Insignificant

Agricultural Land & Cattle
Animals

Insignificant

Insignificant

+ve

Insignificant

Agricultural Land &
Transport Equipment

Insignificant

Insignificant

-ve

Insignificant

Agricultural Land &

ionificant i - Insignifica
Financial Assets Insignificant ve Insignificant significant
Hand Farm Equipment & .

. o Insignificant -ve +ve -ve
Farm Business Buildings
Hand Farm Equipment & Insignificant Insignificant -ve -ve

Adult

Machine Farm Equipments &

+ve

Insignificant

Insignificant

Insignificant

Farm Busiﬁn?hilding

Source: Incorporated from fourth chapter.
All positive or negative signs were significant.
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-None of the assets related to agriculture bear any evidence of having a significant positive

- influence on consumption expenditure across majority of the states. This implies that agriculture,

which is a principal occupation for majority of the households, is not sufficiently rewarding to

induce affluence or rise in consumpiion. The only exception is the hand farm equipment that is
positive for all states, except Tamil Nadu.

Similarly, even in terms of the dependence of consumption expenditure on human capital is

weak, which could be due to low education level and poor health status of the entire rural

community in the seiected states.

5.3 Comparing Asset Poverty

Table 5.4 presents the regions with lowest and highest proportion of structurally or
extremely poor households, i.e., the househoids those are poor both in consumption as well as
asset dimension.

Except for Tamil Nadu where it was- difficult to establish strong regional disparity between
coastal and Northern coastal region, in all the other threc sates the lowest proportion of
- structurally poor is in the most developed regicn of the respective state, and likewise, the highest

proportion is in the least developed region.

Table 5.4: Comparison of Proportion of Structurally Poor in Regions of the States
Maharashtra Uttar Pradesh Orissa Tamil Nadu
0,
Lowest o 15.5% 13.8% 13.9% 23.3%
. (Mumbai-Konkan . . .
Proportion Region) {Western Region) (Coastal Region) (Coastal Region)
0,
Highest 58% 50.9% 71.9% (Nortl?eBrfl é)oastal
‘Proportion (Vidarbha Region) (Central Region) (Southern Region) Region)
Source: Incorporated from fourth chapter

Highest proportion of structurally poor in a region of a state is uniformly above 50%. So,
. each state has a region where majority of the houscholds are extremely poor. Orissa is much
ahead with its Southern region having as high as 72% of the households being extremely poor,

which is obviously a matter of grave concern.
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With the exception of Tamil Nadu, the other three states have such regions where less than
one-fifth of the households are structuraily poor. Also, barring Tamil Nadu, in the other three
states the least developed regions have about at least four times higher proportion of structurally

poor than the most developed regions.

5.4 Comparing the Profiles of Structurally Static Poor Houscholds

While comparing Table 5.5 against Table 5.1, in light of the regression results, it is apparent
that the proportion of households with negative effect on the scaled consumption expenditure is
higher among the structurally poor than the state as a whole for each state, and vice versa. For
instance, proportion of male-headed households is lesser, or those occupied principally in
agriculture is higher, within the structurally poor sample than that for the state as a whole.
- Similarly, the proportion of household heads having lower level of education is higher among the
structurally poor. Also, proportion of households of more vulnerable communities like SC and
ST is consistently higher within the structurally poor sample. However, it is the other way for

those who belong to the OBC community.

Table 5.5: Comparing the Profile of the Structurally Poor acress the States

Maharashtra | Uttar Pradesh | Orissa | Tamil Nadu

Male Headed household 82% 73% 86.6% 71.7%
Agricultural Occupation 76% 87% 75.5% 60%
i d 509 9 .59 .59

HH Head l’rll\rdnﬁzrd)l' a: l:Boel:w 0% 69% 76.5% 64.5%
Education 1ddle to Higher 49% 29% 23.1% 35%

Education

Religion Hinduism 85% 85% 95.8% 92.1%
& islam 5% 15% 0.2% 12%

Scheduled Caste - 21% 39% 20.6% 38.1%

Social Group 7 Scheduled Tribe . 25% 2% 48.5% 1_.2%

- Other Backward Classes 31% 49% 28.3% 59.6%

Source: Incorporated frem fourth chapter

The proportion of households owning six out of nine assets is quite high among the
structurally poor (see Table 5.6). Machine-farm' equipment is a high value asset and so occupied
by a less proportion of the households. Similarly, since cattle animals involve high maintenance

cost, those are in the hands of few. Surprisingly, transport equipment (including even a bicycle)
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which is also helpful in saving time to promote other assets, is owned by only about 28%, except
in U.P. where it is owned by 60%.

The implication here is that either the structurally poor households are not enabled
sufficiently to exchange the assets they own, which could be due to poor access to relevant

markets, or the assets that they own don’t have sufficient value to be exchanged efficiently.

Table 5.6: Comparing the Percentage of Structurally Poor Households holding Ditferent
Kind of Assets
Maharashtra Uttar Pradesh Orissa Tamil Nadu
Agricultural Land (in '
'000) 47 65 49 25
Non-Agricultural Land -
(in '000) 89 98 96 87
Residential Buildings
(in ‘000) 90 98 99 88
Cattle Animals - 31 49 42 7
Hand-Farm Equipment 84 87 84 63
Machl‘ne-Farm 4 8 9 5
Equipment
Transport Equipments 28 60 28 27
Durable Assets 99 100 99 100
Financial Assets 88 81 64 94
Source: Incorporated from fourth chapter

5.5 Summary

In this chapter, we have combined the results from the fourth chapter. It reaffirms that
irrespective of the states with-their distinct features, the primary occupation of agriculture is not
sufficiently rewarding and, therefore, warrants policy interventions to make it a gainful mean of
livelihood. Moreover, there is an every need-to focus on the human capital which is not shbwing
optimistic results perhaps due to poor educational attainment and physical health.

Particular identities of the households also need to be taken into account. For instance,

household who belong to vulnerable groups like SC and ST, or households those stay in
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relatively lesser developed regions need special attention. Among the four states we have
analyzed, Orissa deserves even more careful attention in this regard.

On a totality, it seems that the households are not enabled sufficiently to exchange the assets
they own, which could be due to poor access to relevant markets, or thé assets that they own
don’t hold sufficient value to be exchanged efficiently. Hence, policies need to be framed to
ensure asset accumulation for such households, which is discussed further in the concluding

chapter in detail.
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Conclusion and Policy Iinplications

The introductory chapter highlights the importance of asset based poverty alongside the missing
contextualization of poverty in the assets domain in India. This study is an attempt to fill out the
missing part, by adopting the asset based framework developed by Carter and May (1999 &
2001) and Adato, et al. (2006).2 The study is done for rural areas of four Indian states, one from
each of the Western, Northemn, Eastern and Southemn region. To be specific, Maharashtra, Uttar
Pradesh, Orissa and Tamil Nadu are chosen raspectively from the regions mentioned.” The first
two objectives, stated in the introductory chapter, have been addressed in the fourth chapter. This
chapter is an attempt to achieve the third objective and to conclude the study.

Adopting the asset based framework the asset indices were procured. These asset indices
were used to divide the sample households into asset poor and asset non-poor. Through a cross-
section of consumption poor/non-poor and asset poor/non-poor, four different types of

- households have been identified, viz., structurally poor (both consumption poor and asset poor),
structurally non-poor (both consumption non-poor and asset non-poor), stochastically poor
(consumption poor but asset non-poor), and stochastically non-poor (consumption non-poor but
asset poor).

A crucial finding of this study is that agriculture is not sufficiently rewarding among rural
houscholds instead of the fact that the agriculture is the primary means of livelihood across all
these states. This calls for policy intervention towards making agriculture not merely viable but

gainful livelihood. Another aspect to stress upon that human capital formation mission needs

24 Although the asset based approach has two dimensions, namely static and dynamic, and the latter one is preferred
due to its capability to identify the change in poverty status of the concered households over time, in view of
unavailability of required official data we have confined ourselves to the static analysis only.

5 The reasons for choosing the four states have been outlined in the beginning of the fourth chapter.
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special attention which is near absent among the rural agricultural fraternity given their poor
educational level. Households belonging to the widely known vulnerable sections like SC, ST
- and OBC categories are relatively less developed and, therefore, the regions populated mostly
-with these houscholds need special policy aitention.
One common and striking similarity across all the states is that the proportion of asset poor
.- is the highest in tbe region with least human and economic development (which is also true for
structurally poor). Alternatively, there exist inter-regional disparities within a state in terms of
assel poverty. Also, the gain from the most important rura! assets relating to agriculture is higher
in the economically more developed regions vis-a-vis the lesser developed ones.
- The possibility of finding higher proportion of poor in lesser developed regions is larger
- because such regions lack the freedony to own, accumulate and exchange assets freely in the
- open market (Sen 1999; Naschold 2009). Such-regions are limited in various such avenues that
would enkance a household’s ability to nurture and gain efficiently from the assets they own. For
instance, if there are credit market imperfections or limited access to insurance, then this can
inhibit household’s ability to iavest in human capital (Galor and Zeira 1993). Similarly, due to
low accumulation of eccnomy and small spatial equipment in infrastructure such lesser
developed regions become emigrational areas (Djordjevic and Panic 2007).
Overall, it seems that the households are not enabled sufficiently to exchange the assets they
own, which could be due to poor access to relevant markets, or the assets that they own don’t
- hold sufficient value to be exchanged efficiently or a combination of these two. Hence, policies

‘need te be framed to ensure asset accumulzation for such heuseholds.

6.1 Nced for Asset Accumulation Policies

The importance of assets, in terms of both asset accumulation and asset exchange, has been
discusscd in chapter two of this thesis, and established in the fourth chapter. Keduction of asset
poverty is a sustainable solution to the problem of poverty. Policies based on such reduction
strategies that are based on asset accumulation and exchange sustainability helps in reducing
vulnerability and increases the ability to face risk and uncertainty. Apart from generating
livelihoods, assets also prove crucial in generating the capability to sustain and act (Bebbington

1999).
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In the past decade, various works have been focused on highlighting the importance of asset
accumulation as a sustainable solution to reduce poverty. Sherraden (1991), while arguing
against the neoclassical idea of assets having same influence as income, has proposed the
concept of pcrmanent asset accumulation, synthesizing the permanent income and the life cycle
hypothesis, which means the expected accumulation of assets over a lifetime.

Similarly, many researchers like Wheeler and Haddad (2005), Siegel (2005), Hoddinott et

“al. (2005), Carter and May (1999, 2001) and Moser (2006) have advocated the asset based
poverty reduction policy for developing countries.?

Wheeler and Haddad (2005) have listed out pro-poor growth agenda in form of minimizing
exposure to- shocks or vulnerabilities, enabling consumption smoothing, counteracting asset
depletion, promoting innovation and- risk taking activities, focusing policies on asset
accumulaticn and investment, and focusing policies on breaking the cycle of deprivation across
generation.

On similar line of thought, Moser (2006) has recommended for the following step-by-step
asset based policies:

1. First generation asset accumulation policy: Under this step poverty reduction

strategies must focus on providing social and economic infrastructure for assets like
human capital, physical capital and {inancial capital.

2. Second generation asset accumulation policy: This step is about strengthening

accumulated assets to ensure further consolidation and prevent erosion. This strategy
is similar to the case of Bangladesh where households depending on limited assets
like an earning member, a transport equipment, a cattle, etc. become vulnerable to
poverty once such assets face an event of shock, for example death of the earning
member (see Krishna et al. 2010). In such instances, it becomes extremely important
to insure the households after helping them in asset accumulation (Hulme and McKay
2005).
We have discussed below the adopted policy approaches for poverty reduction and further
strategic suggestions in India for four important assets, viz., human capital, physical capital,

financial capital and social capital.

26 These involve both independent as well as institute-supported research. The esteemed organization like the World
Bank, BASIS and the Ford Foundation are those which supported some of the researches referred above.
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6.2 Poverty Reduction Policies in india and Recommended Asset Accumulation Policies

. Poverty reduction policies in India are largely provisional in nature, which could also be the
reason for heavy focus on research on consumption poverty in India.?’ Some of the important
provisional policies are as follows:

1. Food provisioning: The most prominent schemes for provisioning of food are TPDS

and the mid-day meal scheme. Under TPDS, the poor are provided grains at highly
subsidized rates. Similarly, mid-day meal scheme (main objective of which is to attract
poor children to school) provides free meal to children attending schools. However,
various studies have shown that these food distribution schemes in India have not
succeeded to fulfill even minimum expectation due to victimization to seepage,
corruption, high administrative costs and targeting errors (K Yesudian 2007; Jha and
Srinivasan 2001; Swaminathan 2008; Kattumuri 2011; Saxena and Mander 2008). With
the persisting widespread hunger and malnutrition, such provisioning of food at low
prices is certainly required. But unfortunately this is not happening efficiently. Moreover,
for a sustainable solution provisioning should not be the answer at all.

2. Wage provisioning: India has seen many employment generation programmes — some of
these have changed faces and some have been synthesized — for providing wages to poor
in cash or in kind. At present the major employment generating programmes are SGRY*
and NREGA™. A large part of SGRY has been merged into NREGA.

SGRY has been formed by merging three previously run programmes: IGSY?! (earlier
known as JRY>?), EAS® and FWP**. The primary objectives of SGRY are to generate
employment for rural poor, ensure food and nutritional security for poor, while the
secondary objective is the creation of community assets and infrastructure in rural areas.

While retaining the objectives of SGRY, the main intention of NREGA is to provide for

T"There is huge debate going on regarding the validity of official poverty line in India, and hence the problem of
identification of the poor. However, this is beyond the objective of this thesis and has not been discussed here.

2 TPDS stands for Targeted Public Distribution System

» SGRY stands for Sampoorna Grameen Rozgar Yojana

3 NREGA stands for National Rural Employment Guarantee Act, 2005

3V JGSY stands for Jawahar Gram Samridhi Yojana

32 JRY stands for Jawahar Rozgar Yojana

3 EAS stands for Employment Assurance Scheme

3 FWP sands for Food for Work Programme
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100 days of unskilled manual work in a year to an adult member of every household in
the rural areas, under the ambit of right to employment.

Unfortunately, NREGA and SGRY have not been able to achieve their objectives
adequately in many parts of the country as can be reflected in Saxena and Mander (2007),
Bandyopadhyay (2007), Datar (2007), Siddhartha and Vanaik (2008), Raabe et al. (2010),
and Kumar et al. (2010). Moreover, since the employment generation programmes don’t
focus on enharcing the skill, they could not be sustainable in the long run.

3. Social security provisib_ning: There are some social security programmes run by the
central and state governments to cater to certain vulnerable sections of the society. Three
prominent ones fall under the umbrella of NSAP**. First is the NOAPS®*®, renamed as
IGOAPS*’, which promises to pay a fixed pension amount to the destitute elderly without
any support from family or friends. However, this programme is under heavy criticism
for catering to a very small section of the society and also for being fraught with various
lacunae (Rajan 2010; Singhania forthcoming). The other two schemes under NSAP are
NFBS and NMBS, both meant only for families below poverty line (BPL). NFBS
provides a lump-sum amount to a BPL family whose breadwinner is victim of a natural

or accidental death, whereas NMBS provides a lump-sum amount to pregnant women.

Recommended Asset Accumulation Policies

It is not that the basket of Indian poverty alleviation policies does not include asset
accumulation policies. The highlights of such policies can be seen within the discussions of
- recommended asset accumulation policies made below. Most of the existing asset accumulation
policies in India have either failed or have been with inadequate success.

1. Human Capital/capability: While discussing about human capital, which is about
enhancing the productive resources, this section implicitly talks about the idea of human
capability also, as discussed in Sen (1997), which gives a person a reason to value his or
her life and to enhance the substantive choices available. Investment in human capital
includes two components — education and health. Both these components play the role of

delivering better human capital as well as improved human capabilities. In simple terms,

3 NSAP stands for National Social Assistance Programme
36 NOAPS stands for National Old Age Pension Scheme
37 JGOAPS stands for Indira Gandhi Old Age Pension Scheme
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- a better educated person can yield better output and earn higher income, and at the same
time have a life to reason with higher values. Similarly, a healthy person doesn’t have to
skip work and can work for longer hours of his or her life, and also live a healthy life
with lesser disease to worry about.

-In India, one-third of the population is illiterate and the level of education for these
literate is quite low. Moreover, the skill level of large proportion of educated is not

sufficient to be employed in the :modemn commercial activities. About 92% of the total

- . cmployed-is in informal and/or unorgaunized sector (NCEUS 2009). Though some

successful steps have been taken to improve the access to education in India, the quality
of education still remains doubtful. In the area of health not only quality of health, but
even the accessibility to health facilities is quite bleak (Banerjee and Duflo 2011).

Reports like Government of India-(2006), WHO (1999), Mehta ct al. (2010), DISE

(2007), and Hill and Chalaux (2011), need to be followed that give some: fruitful answers
to such policy perspectives that include the role of the government, private and non-
government organizations.
- Physical Capital: List of assets under physical capital is large. Some of the important
ones from rural perspective are agricultural land, agriculture related tools and equipments
and infrastructure like water, electricity, road, transportation, etc. All these have
significant role in enhancing the gainful returns from agricultural activities.

We have discussed, in introductory chapter of this thesis, various problems in land
market in rural India. On land legislation front, there is a need to ensure the protection of
property rights as recommended by Wadhwa (1989, 2002). In terms of making
- agriculture a rewarding avenuc for the farmers, there is a need to ensure participation of
and to train the farmers by taking up R&D activities in agriculture, to improve water
resources and irrigation drainage/management system, to ensure proper utilization of
fertilizer and pesticides, to strengthen rural non-farm sector growth, to improve access to
land, to ensure proper electricity transmission and distribution, to provide better
road/railways couonectivity with the developed markets and adopt technological
perspectives (ICRISAT 2008; Planning Commission 2007; Mahadevan 2003; PNB n.d.).

. Financial Capital: Financial support is needed to accumulate assets and also to prevent its

erosion in the event of shocks or risk and uncertainty. Though there are some sclf-
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employment and asset generation programmes like SGSY*®, IRDP* and IAY™, these
have not been successful in achieving their objective. IRDP was supposed to provide
subsidized credit, training and infrastructure to small farmers and landless laborers, but
due many of its shortcomings SGSY was introduced to provide credit support to the
enterprises of the poor individual not having proper credit-worthiness. SGSY is a kind of
micro-credit programme, and like many other micro-credit programmes run by NGOs*'
and CBOs*, it has grown at a tremendous pace.

However, a majority of the financial services, including the micro-credit services, in
India are fraught with various limitations like high interest rates, derault of payments,
mismanagement, inadequate outreach, etc. In order to tackle such problems there is a

-.need to ensure inclusive financial services through ensuring reach of financial services to
the most needy poor and remotely-located people, by reducing the cost to clients and the
service providers, by providing crop- insurance to protect small and margmnal farmers
from risk and uacertainty (VOICE 2008; Batra and Sumnajeet 2011; Jain 2011; Mohan
2004; IBA n.d.). In- such cases, the successful example of Kudumbashree in Kerala can
come in handy (Arun et al. 2011).

4. Social Capital”’: Socia! capital is like ‘glue’ that holds together all the other asscts (Moser
2006). Social capital is highly important to have the sustainable solution to the problem
of poverty (Morris 1998). Given the high value attached to the importance of social
capital there is a need to evolve and sustain the institutions and legal framework that
enhance the growth of social capital and also implement capability building programmes
that help in decision making,-etc. {Government of India 2008; Murali 2006; Basargekar
2010; Krishna 2003).

In the current scenario, India is at such cross-road of development that it is difficult to set
priorities for specific capital, discussed above, and hence, this work suggests that the

development of all types of capital mentioned above should be stressed simultaneously.

38 SGSY stands for Swarnjayanti Gram Swarozgar Yojana

3 IRDP stands for Integrated Rural Development 'rogramme

O JAY stands for Indira Awas Yojana

I NGO stands for Non-government organization

2 CBO stands for Community Based Organization

“Social capital refers to the internal social and cultural colerence of society, the norms and values that govern
interactions among people and the institutions in which they are embedded (Krishna and Shrader 2000).
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Finally, although unfortunately our study is limited to static analysis only due to non-
availability of official longitudinal data, from the policy perspectives it is strongly advisable to
do a dynamic analysis of asset-based poverty, if required information is available. The point we
want to stress here is that doing the static analysis even when panel data is available should never
be a choice at all. Anyway, following from the major results, and the limitations of this study, it
is safe to conclude that in order to fight the problem of poverty the policy makers must equip
themselves with sufficient evidence towards identifying the houscholds who are dynamically

asset poor.
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