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With reference to urban India, this paper examines how absolute levels of living of different groups of the population
have been changing over time andwhether disparity in levels of living across different groups has worsened. Also examined
is the incidence of urban poverty over a long period spanning almost four decades.

A GOOD number of studies have been made
on the incidence of rural poverty with its
possible time trend and on intra- and inter-
regional disparitiesin rural level of livingin
this country. These studies are mainly based
on the NSS data on household consumption
expenditures collected from nationwide
samples of households almost continuously
from the early 50s.

Obviously, studies on rural level of liv-
ing are extremely important, as nearly
three-fourth of India’s population live in
rural areas. However, not many studies
exist on urban level of living, although an
increasing need is being felt for such stud-
ies, in view of widespread urban unem-
ploymentand low rates of industrial growth
in India.

A study on level of living may focus on
twodifferent aspects. It may examine how
absolute levels of living of different groups
of population have been changing over
time. It may also seek to ascertain whether
the relative level of living, i €, the dispar-
ityinlevel of living across different groups
has worsened or not. The present paper
intends to address to both the issues for
urban India. It also examines the inci-
dence of urban poverty over a long period
spanning almost four decades. Such along
time series of the extent of poverty in
urban India is not examined in any earlier
study.

The paper is divided into four parts. Part
I reviews a few studies which have at-
tempted to examine the tevel of living in
urban India. Part II discusses the nature of
data used and methodology followed in this
paper. Part III presents some fresh results
for a period of about 40 years from the early
50s to the late 80s. Part IV makes some
concluding observations in the light of the
results obtained in this study.

|
Review of Studies

Many studies have examined the time
trends in inequality in the distribution of
per capita consumption expenditure (PCE)
in both urban and rural sectors in India.!
Most of the studies show that in the urban
sector, gini coefficicnts of nominal PCE
remained stable up to the NSS 12th round
(March-August 1957) after which it de-
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clined. In a detailed study, Radhakrishna
and Sarma (1976) found inequality in
nominal consumer expenditure to have
declined in the urban sector during 1952-
53 to 1968-69. In addition, the percentage
shares of various fractile groups in the
distribution of population by nominal PCE
also showed a clear decline in disparities
over time. '

Another exercise by Murty (1985) exam-
ined consumption data for the two sectors at
both current and constant prices. Using
Atkinson’sinequality indices Murty showed
a statistically significant trend decline in
inequality in nominal consumption and ab-
sence of any significant trend in inequal-
ity in real consumption during 1960-61 to
1970-71.2

On the basis of the NSS data Dutta
(1980) attempted to examine changes in
the incidence of poverty and relative in-
equality for both the sectors as- well as
changes in the inter-sectoral disparities
during 1960-61 to 1973-74. The author
used two alternative measures: (i) head-
count (HC) ratio, i e, the percentage of
people below a fixed poverty line; and (ii)
Sen’s poverty index, ie, a normalised
weighted sum of poverty gaps of the dif-
ferent.units, the weight for a unit being its
rank in the interpersonal welfare ordering
of the poor. Relative inequality was mea-
sured by gini coefficient.

The results of the study show that there
were no trend movements in either mea-
sure of index of poverty of the economy.
The index of poverty showed a similar
movement in both the sectors—namely,
poverty index, increased in the first half of
the 60s, reached a maximum in 1967-68
and declined thereafter. In both the sec-
tors, the inequality in the distribution of
per capita consumption expenditure re-
corded a trend decline and no trend im-
provement in mean per capita expendi-
tures was observed. In the urban sector in
particular, the relatively affluent had ex-
perienced a decline in per capita expendi-
ture.

Two relatively recent studies on urban
poverty are those by Minhas and Jain
(1990) and Minhas et al (1991). They
presented all-India as well as state-spe-
cific estimates of the incidence of pov-
erty, separately for the rural and urban
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population.? Also in Minhas et al (1991a),
the state-specific cost of living indices for
the entire rural and urban populations of
20 states for four consecutive agricultural
years (July-June) from 1984-85 to 1987-
88, based on two alternative weighting
diagrams relating to the base years of
1970-71 and 1983, were introduced. Using
the retail price data base of this latter study
(1991a), Minhas et al (1991b) made the
following observations:

(1) The incidence of poverty in urban
Indiadeclined from 46.2 percentin 1970-71
to 39.7 per cent in 1983 and further to 37.8
per cent in 1987-88.

(2) The absolute numbers of the urban
poor (in million) rose from 50.4 in 1970-71
10 69.2 in 1983 and further to 77.5 in 1987-
88, thus indicating an annual rate of growth
of about 2.5t0 2.6 per cent between 1970-71
and 1987-88.

I
Methodology and Data

The basic data needed for the study are:
(i) PCE at current prices for urban India,
and (ii) appropriate urban prices index
number(s) for building.up a time series of
urban PCE at constant prices. Again, for the
purpose of assessing how absolute levels of
living of different groups of urban popula-
tion or disparity in their levels of living have
been changing over time, we need data on
size distributions of consumption expendi-
ture for urban India. The National Sample
Survey (NSS) provides such data throughits
consumer expenditure enquiries covering
nation-wide samples of households almost
continuously from 1950. The latest avail-
able results relate to the 45th round (July
1989-June 1990).

As is well known, for each NSS round,
estimate of average monthly PCE are avail-
able in grouped form separately for 12 to 14
size classes of PCE along with the corre-
sponding cstimates of population. Thesc
estimates are available separately for rural
and urban sectors and for the whole of India.
Statewise estimates arc also available for
later rounds of the NSS. The estimates for
fixed classes of PCE at current prices may,
however, be converted through interpola-
tion to get estimatcs by decile groups of
population ranked in ascending order of
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PCE.* The present study utilises NSS con-
sumer expenditure distributions for urban
India py fixed classes of PCE as well as by
_decile groups of population for the period
1953-54 (NSS 7th round) to 1989-90 (NSS
45th round).

There are two measures for the empiri-
cal verification of time trends in the inci-
dence of poverty. One is called the head-
count ratio (HC) which estimates the per-
centage of population falling below a nor-
matively determined poverty line. The
other is Sen index (SI) which takes into
account not only the HC, but the mean and
the Lorenz ratio of PCE for the population
below the poverty line.’ For computation
of these indices a poverty line applicable
to urban India is usually determined in
terms of the minimum level of PCE at base
period prices. The poverty line at current
prices for other periods is then computed
by adjusting the poverty line at base pe-
riod prices with the help of an appropriate
consumer price index (CPI) for urban In-
dia. In the literature various CPIs have
been used for this purpose. Some examples
are given below.

While Dutta (1980) used CPI for indus-
trial workers as a proxy for urban CPI,
some others [Minhas et al 1987 and
Suryanarayana .and Geetha 1992] have
considered a weighted average of CPI for
industrial workers (CPIIW) and CPI for
urban non-manual employees (CPINM)
as an appropriate CPI for urban India. In

their later studies Minhas et al (1988 and
1991), however, refrained from using such
weighted CPI and instead, constructed
fresh urban (and also rural) cost of living
indices at the state and atl-India level on
the basis of retail price data collected from
95 urban centres for the CPIIW and
CPINM series. They computed such indi-
ces for four consecutive agricultural years
from 1984-85 to 1987-88.

The practical difficulty of carrying their
series backward is that the series have been
computed by utilising individual price quo-
tations for each commodity for each centre
under the two series and that such detailed
information for earlier yearsis not available
in published form. Moreover, it is seen that
there is not much difference between the
series derived by Minhas and others (1988)
and official series CPIIW. For these rea-
sons we have chosen to work with the
method suggested earlier by Minhas and
others (1987).

Thus, we have first computed CPIIW
and CPINM (with base 1960 = 100) corre-
sponding to different NSS rounds, averag-
ing the monthly indices of each series over
the survey period of each round. We have
next combined the two series using the
weights (37.5 and 62.5 per cent for CPIIW
and CPINM, respectively) derived by
Minhas et al (1987).5It may be mentioned
that for years prior to 1960-61, CPINM
series is not available and for years prior
to 1968-69 a different series was available

for industrial workers which was called CPI
for working class (with base 1949 = 100).
We have extended the CPIIW series back-
wards with the help of the earlier series,
namely, CPI for working class. In spite of
this, we have been able to construct the
combined index for NSS rounds 16 to 45.
For the rest, the combined index was carried
backward on the basis of the movements of
the CPI for working class only. The index
constructed in this way is presented in Table
2 and will be referred to as CPIU. We shall
now present the results of our analysisin the
following section.

111
Results

TRENDS IN ABSOLUTE LEVEL OF LIVING

In Table 1 we present some data on
average PCE per month at current prices
for different decile groups over various
NSS rounds starting from the 7th (1953-
54)to the 45th (1989-90).” It appears from
Table 1 that the average PCE for each
group has increased several times over the
period of 40 years. The important thing is
that the average PCE in nominal terms
both for the poorest and the richest 20 per
cent of urban population has registered a
substantial increase in the late 80s com-
pared to the early 50s. This improvement
in the standard of living of various groups
of urban masses may be vitiated if the

TaBLE 1: AVERAGE MONTHLY ToTAL CoNSUMER EXPENDITURE PER PERSON (PCE)—ALL-INDIA URBAN

NSS Average PCE (in Rs) per 30 days by Fractile Group (Per Cent)
Round  Survey Period 0-10 10-20  20-30 30-40 40-50 50-60 60-70 70-80 80-90 90-100  General
‘ Population
7 October 1953-March 1954 6.75 9.57 1192 1456 16.77 19.62 23.07 28.28 3894  69.66 2391
8 July 1954-March 1955 6.67 9.64 12.03 14.10 1671 1992 2356 29.19 3867  75.59 24.61
9 May 1955-November 1955 7.09 9.83 1182 14.19 16.50 1991 23.82 29.54 3745 66.24 23.64
10 December 1955-May 1956 8.09 10.30 12.80 1546 17.36 20.41 24.61 29.98 39.64 74.76 25.24
11 August 1956-February 1957 6.93 9.62 1194 1447 16.54 19.44 2373 2830 36.78 82.85 25.06
12 March 1957-August 1957 7.46 1062 13.02 1536 17.77 2060 2421 2937 39.13  79.07 25.66
13 September 1957-May 1958 7.67 1079 1323 1564 1829 2140 2528 30.09 3943  70.16 25.20
14 July 1958-June 1959 851 1282 15.88 1790 2039 2335 2736 3269 41.64  80.06 28.06
15 July 1959-June 1960 893 1227 14.66 1696 1940 2229 2633 3192 4142 75.15 26.93
16  July 1960-August 1961 937 1296 1586 1855 21.27 24.53 2841 3493 4590 83.86 29.56
17 September 1961-July 1962 9.36 13.61 16.46 19.51 2209 25.16 30.28 35.90 46.59 89.64 30.86
18 February 1963-January 1964 10.78 14.80  17.29  19.99 2285 26.40 31.29 3797 50.79 107.00 33.92
19 July 1964-June 1965 1205 1632 1945 2250 2596 30.18 34.52 4193 5517 102.23 36.03
20 July 1965-June 1966 1268 17.21  20.13  23.53 26.50 30.67 36.19 4268 56.36 100.56 36.06
21 July 1966-June 1967 1404 1918 2323 26.55 3091 3521 39.26 4808 62.68 116.29 41.54
22 July 1967-June 1968 1532 2120 2514 2897 3205 37.82 4425 5261 73.86 116.99 44.82
23 July 1968-June 1969 1574 2141 2556  30.13 3432 3834 46.08 5548 77.89 115.47 46.04
24 July 1969-June 1970 16.69 23.10 2737 31.09 37.71 40.08 48.83 60.03 93.52 12547 50.39
25  July 1970-June 1971 17.92 2462 29.70 3375 3849 4585 50.19 6351 103.61 120.88 52.85
27 October 1972-September 1973 21.86 29.86 36.05 38.34 4843 4143 6364 7249 96.28 174.92 63.33
.28 October 1973-June 1974 27.13 36.63 40.98 48.88 5336 64.00 64.80 8589 106.44 179.59 70.77
32 July 1977-Tune 1978 31.68 4481 5359 6130 69.86 82.07 90.62 120.54 13576 271.27 96.15
38 January 1983-December 1983 57.45 78.27 92,56 111.94 119.14 137.22 170.90 189.31 246.13 455.07 165.80
42 July 1986-June 1987 74.68 10392 120.50 142.58 173.14 175.13 221.78 257.74 492.14 498.32  226.02
43 July 1987-June 1988 85.04 11524 13500 154.01 178.52 207.25 240.50 290.78 379.20 713.78  249.93
44 July 1988-June 1989 92.29 12431 148.18 171.65 197.43 227.20 266.52 315.43 40634 719.17 266.85
45 July 1989-June 1990 101.93 135.66 161.56 188.41 213.87 244.87 282.24 343.53 433.82 847.11 298.00
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nominal PCE figures are expressed in real
terms. The best method for obtaining real
PCE figures would be to deflate nominal
PCE:s of each group by a CPI appropriate
for the group in question. Unfortunately,
such decile groupwise CPI numbers are
not available for urban India. We have,
therefore, no alternative but to use the
common price index (viz, CPIU) to de-
flate nominal PCE figures of each group.

Table 2 gives average PCE per month at
1960 prices for various rounds of the NSS
for general population as well as four
fractile groups, viz, lowest 20 per cent,
bottom 50 per cent, upper 50 per cent and
highest 20 per cent of urban population.
The remarkable fact is that over the entire
period the real average PCE of each group
has fluctuated around almost a horizontal
trend. In fact, an average urban person
who used to spend (at 1960 prices) about
Rs28toRs 31in the 50s was still spending
around Rs 31 in the late 70s. In the 80s
some mild improvement in real expendi-
ture is noticed and this is true for all size-
classes of urban people. Against such a
background of time trends in level of
living, a study of intertemporal changes in
inequality in urban consumption expendi-
tures is relevant. This is what has been
taken up next.

Trenps IN INeQuaLITY IN LEVEL OF LIVING

In order to examine the disparities in
level of living across decile groups, we
have used the most commonly employed
index of income inequality, namely, the
Lorenz ratio (LR). The Lorenz ratios of
the size distribution of PCE for the urban
areas of the country are presented in Table
3. The table shows that by and large there
are two phases of movement of LR. The
first phase representing the SOs and the
early 60s has shown some tendency of LR
to decline. However, over the period be-
tween the mid-60s and the late 80s, LR has
remained almost stable. Thus, it is seen
thatin 1989-90, its value was 0.35, a value
which it assumed about 25 years earlier in
1964-65. The same pattern is revealed if
one examines shares of different decile
groups in aggregate urban consumption
expenditures.® For instance, over the en-
tire period the share of the poorest 20 per
cent of urban population has exhibited
some rising trend, but thatrising tendency
is really observed only during the 50s and
the early 60s. Afterwards, its share has
remained almost stagnant except for a
substantial rise in the 28th round (1973-
74). Similarly, since the mid-60s the share
of the richest 20 per cent has remained
stable around a value of 43 per cent, ex-
cept for a drop to 40 per cent in the 28th
round.
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All these evidences thus suggest that the
disparities in level of living between ur-
ban rich and urban poor have not widened
while there has been some mild improve-

ment of standard of living of these two
classes of people. It is now of our interest
to study the changes in the extent of pov-
erty in urban India in time perspective.

TABLE2: CONSUMER PRICEINDEX FOR URBAN INDIA (CPIU) AND AVERAGE TOTAL MONTHLY CONSUMPTION

EXPENDITURE PER PERSON
Consumer Price Average PCE per 30 Days (at 1960 Prices)
NSS Index for Urban of Selected Fractile Groups (Rs)
Round India (CPIU) Lowest Bottom Upper Highest General
(Base 1960=100) 20 Per Cent 50 Per Cent 50 Per Cent 20 Per Cent Population
7 85 9.60 14.01 42.25 63.88 28.13
8 80 10.19 14.74 46.74 71.41 30.76
9 78 10.85 15.24 4537 66.47 30.31
10 81 11.35 15.80 46.52 70.00 31.16
11 88 9.40 14.60 43.72 67.98 28.48
12 89 10.16 14.44 43.22 66.40 28.83
13 91 10.14 14.42 4091 60.22 27.69
14 98 10.89 15.41 41.86 62.09 28.63
15 100 10.60 14.44 39.42 58.29 26.93
16 101 11.06 15.45 43.10 64.24 29.27
17 105 10.94 15.44 43.34 64.88 29.39.
18 112 11.42 15.30 45.26 7045 30.29
19 128 11.09 15.05 41.26 61.48 28.15
20 138 10.83 14.50 38.62 56.86 26.56
21 154 10.78 14.80 39.16 58.11 26.97
22 166 11.00 14.78 39.22 57.49 27.00
23 166 11.19 15.32 40.15 58.24 27.73
24 173 11.50 15.72 42.54 63.29 29.13
25 179 11.88 16.14 4291 62.71 29.53
27 212 12.20 16.47 43.28 63.96 29.87
28 250 12.75 16.56 40.06 57.21 28.31
32 309 12.38 16.91 45.32 65.86 31.12
38 500 13.57 18.37 47.95 70.12 33.16
42 648 13.78 18.98 50.77 76.42 34.88
43 709 14.12 .~ 18.84 51.66 77.08 35.25
44 766 14.13 19.16 50.51 73.47 34.84
45 820 14.50 19.57 53.20 79.85 36.34
TABLE 3: SELECTED MEASURES OF INDEX OF POVERTY—ALL-INDIA, URBAN
Poverty Index of Poverty Measures of Disparity
NSS Line at Head-Count Sen Index  Lorenz Shares of Selected Ordinal Groups
Round Current Ratio Ratio in Total Consumption Expenditure
Prices HO) (SD (LR) Lowest 20 Bottom 50 Highest 20
(Rs) Per Cent Per Cent Per cent
7 19.26 53.20 :0.249 0372 6.89 25.09 45.33
8 18.12 48.98 0.227 0.390 6.58 23.92 46.65
9 17.67 49.39 0.222 0.371 6.94 24.70 44.37
10 18.35 47.80 0.202 0.368 7.29 25.36 44.92
11 19.94 56.58 0.271 0.399 6.61 23.74 47.73
12 20.16 53.66 0.242 0.394 6.87 24.38 47.54
13 20.62 51.72 0.236 0.359 7.26 25.74 44.03
14 22.20 51.08 0.217 0.348 7.61 26.91 43.37
15 22.66 55.18 0.239 0.357 7.65 26.16 44.24
16 22.88 49.87 0.210 0.348 7.61 26.58 49.42
17 23.79 50.94 0.216 0.358 7.45 26.26 44.13
18 2537 51.61 0.214 0.360 7.77 26.16 44.96
19 29.00 53.60 0.224 0.349 7.87 26.71 43.69
20 31.27 56.40 0.241 0.339 8.16 27.30 42.81
21 34.89 55.51 0.235 0.337 8.00 27.43 43.08
22 37.61 54.59 0.231 0.333 8.15 27.38 42.57
23 37.61 52.35 0.218 0.329 8.06 27.61 42.00
24 .39.19 51.05 0.209 0.340 791 27.00 43.44
25 40.55 48.15 0.193 0.320 8.06 27.34 42.48
27 48.03 47.62 0.186 0.341 8.16 27.55 42.83
28 56.64 48.88 0.181 0.310 9.01 29.25 40.42
32 70.01 44,96 0.174 0.345 7.96 27.17 42.34
38 113.28 39.16 0.140 0.330 8.18 27.71 42.30
42 146.81 37.01 0.136 0.330 7.90 27.21 43.83
43 160.63 37.74 0.131 0.352 8.01 26.72 43.73
44 173.54 36.15 0.126 0.336 8.15 27.50 42.18
45 185.78 34.40 0.118 0.351 797 26.89 43.89
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TRENDS IN THE EXTENT OF POVERTY

Presented in Table 3 are the results of
two popular measures of poverty, namely,
the head-count ratio® and the Sen index.
As the table shows, the intertemporal
behaviour of the extent of poverty mea-
sured by either of the indices shows fairly
wide fluctuations. Yet one can locate two
patterns of the movement of the magni-
tude of poverty. The percentage of people
lying below the poverty line increased up
to the mid-60s (20th round) and then de-
clined very sharply up to the latest round
of the NSS (i ¢, 45th round). (The excep-
tion is noticed in the case of 28th round.)
Movenients in Sen index also present a
similar picture. This intertemporal
behaviour in the extent of urban poverty is
in sharp contrast to that of either LR or
shares of bottom-decile groups in total
expenditures which have been observed to
have remained almost stagnant after the
mid-60s.

v
Concluding Observations

In the preceding section, an attempt has
been made to examine intertemporal move-
ments in level of living of Indian urban
population for the period 1953-54 to 1989-
90. Average PCE at constant prices of a
group is taken to be an indicator of its
absolute level of living while relative level
of living is sought to be estimated by mea-
sures like LR and shares of different decile
groups in total consumption expenditure.
All these estimates have shown fluctuations
over time.

The main empirical findings of the
present exercise are that absolute levels of
living of different groups of urban popula-
tion have remained more or less stagnant
over this long period spanning about four
decades (except for a mild improvement
in the 80s) and that the extent of urban
poverty has exhibited a remarkable de-
clining trend particularly after the mid-
60s. Thus in the mid-60s about 56 per cent
of urban population lived below the pov-
erty line. The figure came down to only 34
per cent in 1989-90. On the other hand,
alternative measures of relative level of
living reveal that the disparity in urban
India has remained broadly unchanged. It
may be pointed out that the measures of
level of living for rural India present more
or less a similar picture as their counter-
parts for urban India.

Notes

[The authors have greatly benefited from discus-
sions with and suggestions from Dipankor
Coondoo. The authors are also thankful to Somesh
Saha and B Ghosh who helped in the scrutiny and
analysis of statistical data.]
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1 Mention may be made of the studies done by
Murti and Pillai (1960), Roy and Dhar (1960),
Iyenger and Bhattacharya (1961), Ranadive
(1971), Chatterjee and Bhattacharya (1974),
Vaidyanathan (1974), Radhakrishnaand Sarma
(1976), Ahluwalia (1978), Dutta (l980).\and
Bhattacharya et al [1991].

2 This may be dueto the fact that Murty used both
‘consumer expenditure schedule’ and ‘inte-
grated household survey schedule’ during NSS
rounds 19 (July 1964-June 1965) to 25 (July
1970-June 1971). }

3 For this purpose, they have followed the proce-
dure of simple linear interpolation between log
X and P where X denotes monthly PCE and P,
the proportion of state-specific population (ru-
ral or urban) with monthly PCE less than or
equal to X.

4 Decile groups are formed by arranging sample
households in ascending order of PCE and then
dividing them into 10 groups, each group cov-
ering 10 per cent of the estimated population.
Thus, for example, the lowest (highest) decile
group refers to the poorest (richest) 10 per cent
of population.

5 The Sen index (SI) is defined as follows:

SI= IZL[z- C,(1-G)}

where H is the head-count ratio, Z, the pov-
erty line, C, the average PCE of the poor and
G,, the Lorenz ratio of PCE of the poor.

6 Minhas et al (1987) took a weighted average of
two official CPI numbers, viz, CPIIW and
CPINM, where the weights used were in pro-
portion to the aggregate consumption expendi-
ture of all urban families of the respective
classes for which the series are being intended.
The weights were derived by multiplying the
estimated total number of industrial worker
households with their respective average
monthly household consumption expenditures.
All the estimates were obtained from the two
survey reports, viz, Family Living Survey of
the Industrial Workers, 1958-59and the Middle-
Class Family Living Survey, 1958-59.

7 Results for the 42nd, 44th and 45th founds are
based on annual surveys on consumer expen-
diture carried out on thin samples. The 43rd
round, on the other hand, is one of the regular
quinquennial surveys on consumer expendi-
ture carried out during the period, July 1987-
June 1988. Published results for this round,
however, report figures for sub-sample one
only. Estimates for these rounds are taken
from relevant issues of Sarvekshana.

8 For each round, the estimates of the size
distribution of PCE over fixed classes of PCE
have been utilised. Then the shares have been
calcuiated by linear interpolation and the
Lorenz ratios by the trapezoidal rule which
ignores the strict convexity of the Lorenz
curve.

9 The head-count ratio has been computed by
using linear interpolation on the unsmoothed
Lorenz curve for PCE.
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