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ABSTRACT Poverty has been in existence for many centuries in India. Scientific analysis of poverty is a sine qua non 
to understand the problems at hand & tackling the same for accelerated growth in poverty ridden area 

concerned. For this, clear ideas regarding socio-economic condition prevailing in poverty ridden area need to be gen-
erated to enable the planners & policy makers to know where the shoe really pinches. The present paper reviews vari-
ous definitions of poverty, different standardized measurements to estimate poverty & quantum of development based 
on consumer expenditure so that relevance of all these can be assessed in current context of development in India. 
Poverty has gone down by 7.3% during 2004-05 to 2011-12. Rural / Urban differences in poverty revealed reduction of 
poverty by 8% in rural areas during the said period. Poverty ratio dropped to 21.9% in 2011-12 from 37.2% in 2004-05 
indicates that focalized action towards capacity building with equality is the need of the hour.

INTRODUCTION 
Poverty has been in existence for many centuries and 
continues to exist in India wherein huge socio-economic, 
cultural & population diversities, and poverty has always 
been a cause of great concern. Measures of poverty re-
mained as focal point of the planning process in every 
developing country. World Bank  reported that 11.8% of 
all people in  India  fall below the international poverty 
line  of  US$  1.25 per day PPP) over the last decade. The 
number of poor is now estimated at 148 million in 2014 
as compared to 396 million in 2004-05.. UNDP, reported 
that 29.8% of Indians live below the country’s national pov-
erty line. Poverty is defined as a ‘pronounced deprivation 
in wellbeing’ (Haughton & Khandker, 2009). and being 
poor as ‘to be hungry, to lack shelter and clothing, to be 
sick and not cared for, to be illiterate and not schooled…
so the poor are those who do not have enough income to 
meet their needs’. It is a complex human phenomenon as-
sociated with unacceptably low standard of living. Poverty 
characterizes to have multiple dimensions, manifestations 
and causes (World Bank, 2000) & categorised as absolute 
and relative.

An absolute poverty line remains fixed over time, adjust-
ed only for inflation (Haughton & Khandker, 2009; World 
Bank, 2009c). Relative poverty is defined in relation to 
the economic status of other members of society. Iceland 
(2005), it compares  whether  people  comparatively lack 
a certain level of income, consumption,  material posses-
sions, good quality housing, clothing, etc.

DATA SOURCES
This Paper is based on the secondary data sources. e.g the 
values for various estimates has taken from the National 
Accounts Statistics prepared by the Central Statistical Or-
ganization (CSO), Ministry of Statistics and Program Imple-
mentation, Government of India. the Directorate of Eco-
nomics and Statistics, Ministry of Agriculture, Government 
of India. Analysis of per capita consumption patterns of 
food items come from the various round of National Sam-
ple Survey Organization (NSSO) and planning commission. 

POVERTY MEASUREMENT 
Different types of poverty estimates are used to quantify 
poverty, commonly used are Head Count Ratio (HCR),the 
Poverty Gap Ratio (PGR) and the Squared Poverty Gap 
Ratio (SPGR). The Head Count Ratio (HCR) is the most 
elementary and commonly used poverty measure. The 
HCR is defined as the proportion of the national popula-
tion whose expenditure is below the official threshold (or 
thresholds) set by the National Government. HCR, there-
fore is a useful yardstick which allows for the monitoring 
of the proportion of the national population that is con-
sidered to be poor based on a national standard. In India, 
given the official poverty lines at the state level, at the na-
tional level, and by rural and urban areas, the correspond-
ing HCRs are computed from the NSS data. 

The Poverty Headcount Ratio (PHR) is the proportion of 
population whose per capita income/consumption & ex-
penditure is below an official threshold(s) set by the Na-
tional Government.. 

Mathematically, Poverty Headcount Ratio (Po) is given as
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Where: N=total population

1(.) = an indicator function taking a value of

1 (poor) if the bracketed expression is true, and 0 (non-
poor) otherwise. 

yi = welfare indicator, e.g., consumption per capita z =  
poverty line 

Np= number of poor in the population
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Note : Poverty Ratio as per Tendulkar Committee Meth-
odology 
 
Source: Planning Commission  July 2013 Press Note on 
Poverty  Estimates, 2011-12
 
The all-India HCR has declined by 7.3 percentage points 
from 37.2% in  2004-05 to 29.8% in 2009-10, with rural 
poverty declining by 8.0  percentage points from 41.8% 
to 33.8% and urban poverty declining by 4.8 percentage 
points from 25.7% to 20.9%.

Poverty Gap Ratio: Poverty Gap Ratio (PGR) measures that 
capture the depth and severity of poverty. It is defined as 
the mean distance below the poverty line as a propor-
tion of the poverty line where the mean is taken over the 
whole population after counting the non-poor as those 
having zero poverty gap. 
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Mathematically the Poverty Gap Ratio is defined as:

where the variables are defined as in equation 1. 

More Specifically, Poverty Gap Ratio P1 as the poverty line 
(z) less welfare indicator for poor individuals, the gap is 
considered to be zero for everyone else.

Comparable poverty ratios for 1993-94, 2004-05, 2009-10 
and 2011-12

Note : Poverty Ratio as per Tendulkar Committee Meth-
odology
 
Source: NSSO Report No. KI.(68/1.0) on Key Indicators 
of Household Consumer Expenditure in India 2011-12, 
NSS 68th round, National Sample Survey Office
 
Squared Poverty Gap Ratio (SPGR) 
Squared Poverty Gap Ratio, P2 is the average of the square 
relative poverty gaps. It  is defined similar to the Poverty 
Gap Ratio except that the poverty gaps are squared, thus 
giving the highest weighting to the largest poverty gaps. 
The squared poverty gap Ratio captures differences in in-

come levels among the poor. This measure is also called 
the Severity of Poverty Ratio. SPGR is defined as a weight-
ed sum of poverty gaps as a proportion of the poverty 
line, where the weights are the proportionate poverty gaps 
themselves. By squaring the poverty gap, more weight is 
assigned to the section of population that has a higher 
poverty gap
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Taking our previous notations, P2 can be defined as: 

The Foster-Greer-Thorbecke Poverty Ratio 
The Headcount Index, the Poverty Gap Index, and the 
Squared poverty Gap Index belong to a family of poverty 
measures known as the Foster-Greer-Thorbecke (FGT) In-
dex. These are referred to as decomposable poverty meas-
ures. A poverty measure is said to be decomposable if the 
poverty measure of a group is a weighted average of the 
poverty measures of the individuals in a group (Aguirrega-
biria 2003). 
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The general formula for the FGT class of poverty measures 
is: 

All three measures of poverty discussed so far can bed-
erived from the Foster-Greer-Thorbecke (FGT) class of pov-
erty measures 

0α =   = PHR                when

1α =   =PGR                 when

2α =   =SPGR              when  

Sen Index.
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Sen (1976) has proposed an index that sought to combine 
the effects of the number of poor, the depth of their pov-
erty, and the distribution of poverty within the group. It in-
corporates the headcount index, the income gap, and the 
Gini coefficientThe index is given by

)5...(....................).........1(10 aGPGPP PP
s −+=

where 0P  is the headcount index, Pµ  is the mean income 
(or expenditure) of the poor, and PG  is the Gini coefficient 
of inequality among the poor. The Gini coefficient ranges 
from 0 (perfect equality) to 1(perfect inequality), and is dis-
cussed in chapter 5 in the context of measuring inequality. 
The Sen Index can also be written as the average of the 
headcount and poverty gap measures, weighted by the 
Gini coefficient of the poor, giving:

)5...(....................).........1(10 bGPPP PPP
s +=  

It can be shown (Osberg and Xu 2002) that the Sen Index 
may also be written as

where PPG  is the Gini coefficient of the poverty gap ratios 
of only the poor and P1 

P is the   poverty gap     index cal-
culated over poor individuals only.

The Sen-Shorrocks-Thon index.
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The Sen index has been modified by others, and perhaps 
the most compelling version is the Sen- Shorrocks-Thon 
(SST) index, defined as which is the product of the head-
count index, the poverty gap index (applied to the poor 

Note: 
All estimates have been calculated from unit-level data 
based on Tendulkar Committee poverty lines,. The MPCE 
measure used is Mixed Recall period. All estimates are in 
percentages. These estimates have been produced by 
use of an adjusted MPCE measure which excludes MDM 
expenditure. They are comparable to poverty estimates of 
1993–94 and 2004–05 reported by the Tendulkar Commit-
tee.

Conclusion: 
The observations and their interpretation do not claim to 
be exhaustive and these may be subject to  further en-
lightened with more information data etc. that would be-
come available in the years to come. Interchange of con-
cepts related to poverty measurement through different 
models like PHR, PGR and SPGR as well as their computa-
tions for finer resolution to define their respective weight-
age and the legacy of selected indexes (e.g The Foster-
Green- Thorbecke Index) between planner and policy 
maker, administrators, academicians, research scholars, etc 

connected with poverty elimination measures and uplifting 
human development index along with quantifiable quality 
of life in health in our country is the need of the how, in 
which possibly there can hardly be any dispute. But what is 
required is to utilise such interchange of ideas or concepts 
to improve the existing plans and programmes of extin-
guishing poverty so that the same can be effective for the 
poorest of the poor in our country
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only), and a term with the Gini coefficient of the poverty 
gap ratios (i.e. of the Gn’s) for the whole population. This 
Gini coefficient typically is close to 1, indicating great in-
equality inthe incidence of poverty gaps.

ESTIMATES OF POVERTY HEAD-COUNT RATIO, POVERTY GAP RATIO, AND SQUARED POVERTY GAP RATIO FOR 
2009–10 

 

State

Head-count ratio Poverty gap Squared poverty gap

Rural Urban Total Rural Urban Total Rural Urban Total

Andhra Pradesh 22.8 17.7 21.1 4.7 3.8 4.5 1.5 1.2 1.4

Assam 39.9 26.1 37.9 7.3 5.9 7.2 1.9 2 1.9

Bihar 55.3 39.4 53.5 13.4 10.3 13.1 1 4.5 3.7 4.5

Chhattisgarh 56.1 23.8 48.7 12.4 6.2 11.3 3.8 2.3 3.6

Gujarat 26.7 17.9 23 4.6 3.6 4.2 1.2 1.1 1.1

Haryana 18.6 23 20.1 3.7 4.6 4 1.1 1.2 1.1

Himachal Pradesh 9.1 12.6 9.5 1.4 2.4 1.5 0.4 0.7 0.4

Jammu & Kashmir 8.1 12.8 9.4 1.2 1.9 1.4 0.3 0.4 0.4

Jharkhand 41.6 31.1 39.1 9.1 7.9 8.8 2.8 2.8 2.8

Karnataka 26.1 19.6 23.6 4.8 4.4 4.6 1.3 1.4 1.3

Kerala 12 12.1 12 2.3 2.1 2.2 0.7 0.6 0.7

Madhya Pradesh 42 22.9 36.7 10.6 5.6 9.4 3.7 1.9 3.3

Maharashtra 29.5 18.3 24.5 5.7 4 5 1.6 1.3 1.4

Orissa 39.2 25.9 37 9 5.3 8.5 3 1.7 2.8

Punjab 14.6 18.1 15.9 1.9 3.8 2.6 0.4 1.1 0.6

Rajasthan 26.4 19.9 24.8 4.3 3.8 4.2 1.1 1.1 1.1

Tamil Nadu 21.2 12.8 17.1 3.7 2.1 3 1 0.6 0.8

Uttar Pradesh 39.4 31.7 37.7 7.6 7.3 7.5 2.1 2.4 2.2

Uttaranchal 14.9 25.2 18 2 5.1 2.8 0.6 1.5 0.8

West Bengal 28.8 22 26.7 5.3 4.5 5.1 1.4 1.4 1.4

Total 33.8 20.9 29.8 6.8 4.5 6.2 2.1 1.4 1.9
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