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Highlights

In October 2022, PMI indicated an expansion in both
manufacturing and services with their respective levels at 55.3
and 55.1.

[IP grew by 3.1% in September 2022, recovering from a
contraction of (-)0.7% in August 2022.

CPl inflation fell to 6.8% in October 2022 from 7.4% in
September 2022 due to lower inflation in food items.

WPI inflation moderated to 8.4% in October 2022 from 10.7%
in September 2022, led by high base effect and broad-based
easing of price pressures.

Gol's gross tax revenues (GTR) grew by 17.6% during 1HFY23,
with growth in direct taxes at 23.5% and that in indirect taxes
at 11.8%.

During 1HFY23, Gol's total expenditure grew by 12.2% with
growth in revenue expenditure at 6% and that in capital
expenditure at 49.5%.

During 1HFY23, Gol's fiscal and revenue deficits relative to BE
stood at 37.3% and 31.4% respectively.

Gross bank credit grew by 15.3% in September 2022 as
compared to 14.3% in August 2022.

Merchandise exports contracted for the first time since March
2021 by (-)16.6% in October 2022 whereas merchandise
imports growth decelerated to 5.7%, its lowest level since
February 2021.

Merchandise trade deficit remained elevated at USS$(-)26.9
billion in October 2022.

Net FDI inflows fell to USS$6.6 billion in 2QFY23 from USS13.7
billion in 1QFY23.

Average global crude price increased to US$90.3/bbl. in
October 2022 from an eight-month low of US$88.2/bbl. in
September 2022.

The IMF, in its October 2022 release of the World Economic
Outlook, has projected global growth at 3.2% in 2022, with
India’s FY23 growth forecasted at 6.8%.
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With falling inflation and improved revenues, ’ ’
Gol is well placed for the FY24 Budget

Inflation appears to be moderating. Global crude prices have averaged US$91.5/bbl. in the preceding three months
from August to October 2022, after having reached a peak of US$116.8/bbl. in June 2022. The price of the Indian
crude basket has averaged US$93.3/bbl. during the period August to October 2022. Gol's GTR has grown by 17.6%
during 1HFY23. If this momentum is maintained for the latter half of the fiscal year, Gol would have a much larger
gross tax collection in FY23 as compared to the actual revenues in FY22. In fact, the budgeted FY23 growth in Gol's
GTR over CGA's FY22 actuals is only 1.8%. Thus, the Gol would be comfortably placed in terms of fiscal resources and
in terms of growth and inflation profiles for the preparation of the FY24 Budget.

CPl inflation moderated to 6.8% in October 2022 from 7.4% in September 2022 due to lower inflation in food items.
However, the October 2022 level remained above 6%, which is the upper tolerance limit of the RBI. Consumer food
inflation fell to an eight-month low of 7% in October 2022 led by lower inflation in vegetables at 7.8% as compared to
18.2% in September 2022. Core CPI inflation remained stable for the second successive month at an elevated level of
6.2% in October 2022. WPl inflation eased to a single digit level of 8.4% in October 2022 after 19 months, led by high
base effect and broad-based easing of price pressures. In comparison, in September 2022, it was at 10.7% in
September 2022.

During 1HFY23, while direct taxes grew by 23.5%, indirect taxes showed a growth of 11.8%. Among indirect taxes,
Gol's GST revenues showed a strong growth of 33.4% during April-September FY23. Strong revenue performance
facilitated a higher capital spending by the Gol and also contained the 1HFY23 fiscal deficit at 37.3% of the annual
budgeted target. Capital expenditure showed a strong growth of 49.5% during 1HFY23 while revenue expenditure
grew by 6%. The emphasis on prioritizing government capital expenditure with a focus on infrastructure expansion
would support both short- and medium-term growth in India.

The RBI expects the Indian economy to grow by 7% in FY23. The IMF (October 2022) and the OECD's (November
2022) projections are slightly lower at 6.8% and 6.6% respectively. Nonetheless, India has been acknowledged as the
global growth leader among major economies in the world. High frequency indicators continue to signal the ongoing
economic recovery in the Indian economy. Headline manufacturing PMI increased to 55.3 in October 2022 from 55.1
in September 2022. The October 2022 level was higher than its long run average at 53.7 and largely reflected a
stronger increase in employment and stocks of purchases. PMI services also expanded for the fifteenth successive
month, with its level increasing from 54.3 in September 2022 to 55.1 in October 2022, outpacing its long run
average. As per the data released by Federation of Automobile Dealers Associations (FADA), all-India retail sales of
vehicles showed a y-o-y growth of 47.6% in October 2022 as compared to 10.9% in September 2022 largely due to a
favorable base effect. When compared to the pre-COVID-19 month of October 2019, total vehicle retail sales turned
positive for the first time with a growth of 8% in October 2022. Outstanding bank credit by SCBs showed a strong
growth of 17.9% in the week ended 21 October 2022. Gross GST collections reached a six-month high level of
INR1.52 lakh crore in October 2022, increasing from INR1.47 lakh crore in September 2022.

It is imperative to recognize that India's growth is going to be largely driven by domestic demand. The contribution of
net exports to real GDP growth may remain negative in FY23. As per available information, merchandise exports
contracted for the first time since March 2021 by (-)16.6% in October 2022, reflecting global recessionary
conditions. Merchandise imports growth decelerated to 5.7% in October 2022, its lowest level since February 2021,
due to a broad-based fall across categories. Services trade surplus increased to an all-time high of US$11.9 billion in
September 2022.

With respect to medium term growth prospects, it is important to signal a return to fiscal consolidation after the
upsurge in the fiscal deficit to GDP ratio during the pandemic and the subsequent years. Gol's fiscal deficit was at
9.2% of GDP in FY21, and at 6.7% in FY22. In FY23, Gol is well-placed to adhere to the budgeted fiscal deficit level of
6.4% of GDP. However, these numbers imply that for three successive years, Gol's fiscal deficit to GDP ratio was
more than double the FRBMA (2018) target of 3%. Correspondingly, the debt-GDP ratio of the central government
has also increased from 51% in FY20 to 61% in FY21. It is estimated at a high level of 58.5% in FY22 (RE) and 59% in
FY23 (BE). This implies a higher interest payment to GDP ratio. The burden of interest payment would be high both
because of the pressure on interest rate and relatively higher debt levels. In order to create fiscal space for the
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future, it is important for the FY24 Union Budget to target a reduction of at least 1% point as compared to the FY23
budgeted fiscal deficit. Alongside, the central government may lay out a credible glide path for reducing its fiscal
deficit and debt relative to GDP. This would facilitate maintaining a robust medium-term growth for the Indian
economy along with improved fiscal room for supporting growth.

The FY24 Union Budget may continue supporting the poor through well-targeted subsidies and income support with
policy emphasis on health and education services, along with infrastructure expansion. The In-Focus section of this
issue discusses in detail, India’s success in reducing extreme and multidimensional poverty. This achievement, which
has been underlined by three recent 2022 reports published by the UNDP and the IMF as well as the World Poverty
Clock, has been facilitated by support from various government policies including food subsidies and subsidization of
services relating to health, education, water, and sanitation.

D.K. Srivastava
Chief Policy Advisor, EY India
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1. Growth: PMI signaled a strong expansion in private sector output @9

in October 2022

A. PMI: signaled a strong expansion in both manufacturing and services in October 2022

» Headline manufacturing PMI (seasonally adjusted (sa)) increased to 55.3 in October 2022 from 55.1 in
September 2022 (Chart 1). The October 2022 level was higher than its long run average at 53.7, reflecting
stronger increases in employment and stocks of purchases.

» PMIl services also expanded for the fifteenth successive month, with its level increasing from 54.3 in September
2022 to 55.1 in October 2022, outpacing its long run average.

» Indicating a stronger growth in private sector output, the composite PMI Output Index (sa) increased from
55.1 in September 2022 to 55.5 in October 2022, led by a relatively stronger improvement in the services
sector activity.

Chart 1: PMI and IIP growth
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Source: MoSPI and S&P Global.

B. IIP: grew by 3.1% in September 2022

» The quick estimates of IIP, released by the MoSPI on 11 November 2022, showed a growth of 3.1% in
September 2022, recovering from a contraction of (-)0.7% (revised) in August 2022 (Chart 1). In 2QFY23, as
the base effect waned, IIP posted a low growth of 1.5% as compared to 12.8% in 1QFY23.

» Among the sub industries, electricity output showed the highest growth of
11.6% in September 2022 as compared to 1.4% in August 2022. This was
followed by mining output, which grew by 4.6% in September 2022 after
witnessing two successive months of contraction. Manufacturing output, recovering from a
with a share of 77.6% in the overall [IP, however, showed a low growth of

. _ o
1.8% in September 2022, although emerging from a contraction of (-)0.5% in e
August 2022. August 2022.

IIP grew by 3.1% in
September 2022,

» As per the ‘Use-based’ classification of industries, output of capital goods
showed a strong growth of 10.3% in September 2022 as compared to 4.3% in August 2022. Similarly, growth in
the output of infrastructure/construction goods improved to 7.4% in September 2022 from 2.1% in August 2022.

» Output of both consumer durables and non-durables, together accounting for 28.2% of overall IIP, contracted by
(-)4.5% and (-)7.1% respectively in September 2022 following a contraction of (-)2.5% and (-)9.5% respectively in
August 2022.

» According to provisional estimates, growth in the output of eight core infrastructure industries (core IIP)
accelerated to a three-month high of 7.9% in September 2022, increasing from 4.1% in August 2022. This was
due to a favorable base effect and an improvement in the output growth of cement (12.1%), coal (12.0%),
electricity (11.0%) and steel (6.7%). However, output of crude oil ((-)2.3%) and natural gas ((-)1.7%) continued to
contract in September 2022.
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2. Inflation: CPI inflation eased to 6.8% in October 2022

CPl inflation moderated to 6.8% in October 2022 from 7.4% in September 2022 due to
lower inflation in food items (Chart 2).

» Consumer food inflation fell to an eight-month low of 7.0% in October 2022 led by lower inflation in vegetables at
7.8% as compared to 18.2% in September 2022. This moderation in inflation in vegetables was led by a) a

contraction in the prices of onion by (-)26.8%, the fastest pace of contraction in the last 11 months, and b)
inflation in tomatoes falling to a 12-month low of 13.9%.

» Inflation in cereals and products, and spices increased for the fifth successive month to 105-month high levels of
12.1% and 18.0% respectively in October 2022.

» Inflation in transportation and communication services fell to a 31-month low of 4.6% in October 2022 as prices

of petrol and diesel contracted by (-)3.7% and (-)6.9% respectively in October 2022 as compared to (-)0.1% and
(-)1.9% in September 2022. This was mainly due to a high base effect.

» Fuel and light-based inflation remained high at 9.9% in October 2022 as compared to 10.4% in September 2022
on account of elevated levels of inflation in kerosene and LPG.

» Inflation in clothing and footwear remained stable at a 112-month high level of 10.2% in October 2022.
» Core CPl inflation! remained stable at a six-month high level of 6.2% in October 2022.
Chart 2: Inflation (y-o-y, in %)
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October 2022 remained
above the RBI's 6% upper
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Source: MoSPI, Office of the Economic Adviser, Government of India (Gol)

WPI inflation fell to 8.4% in October 2022 from 10.7% in September 2022, led by a high base effect and broad-
based easing of price pressures.

» Inflation in manufactured products eased to a 23-month low of 4.4% in October 2022, mainly reflecting broad-

based moderation in inflation across categories, partly due to a higher base. Inflation in manufactured basic
metals eased to a 27-month low of 1.3% in October 2022.

» Inflation in fuel and power fell to an 18-month low of 23.2% in October 2022, reflecting lower inflation in mineral
oils, which eased to 29.1%, its lowest level since April 2021. Within mineral oils, inflation in diesel prices was at
43.1% in October 2022, its lowest level since May 2021.

» WPI food index-based inflation eased to a 12-month low of 6.5% in October 2022 as inflation in vegetables fell to
an 11-month low of 17.6% and that in fruits to a 14-month low of 0.2%.

» Core WPl inflation moderated to a 22-month low of 4.7% in October 2022, mainly due to lower inflation in
manufactured basic metals.

L Core CPl inflation is measured in different ways by different organizations/agencies. Here, it has been calculated by excluding food,
and fuel and light from the overall index.
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3. Fiscal: union government'’s capital expenditure grew by 49.5%

during 1HFY23

A. Tax and non-tax revenues

» As per the CGA, the central government's GTR® grew by 17.6% during 1HFY23. GTR had shown a high growth of
64.2% during the corresponding period of FY22 mainly due to a favorable base effect (Chart 3).

» Gol's GTR during April-September FY23 stood at 50.5% of the annual budget estimate (BE), close to the
corresponding ratio at 53.4% in FY22. During FYO1 to FY21, this ratio had averaged relatively lower at 38.7%.

» During 1HFY23, direct taxes® showed a growth of 23.5% while indirect taxes® grew by 11.8%. Owing to
considerable base effects, growth in direct and indirect taxes during the corresponding period of FY22 was high
at 83.9% and 48.1% respectively.

» Both corporate income tax (CIT) and personal income tax (PIT) revenues showed strong growth rates of 21.6%
and 25.7% respectively during April-September FY23. In comparison, these taxes showed a growth of 105.1%
and 64.7% during the corresponding period of FY22.

» Among indirect taxes, central government's GST revenues®© showed a growth of 33.4% during 1HFY23 as
compared to 42.4% during the corresponding period of FY22.

» Union excise duties (UED) showed a contraction of (-)18.5% during April-September FY23 as compared to a
growth of 33.3% during the corresponding period of the previous year.

» Customs duties also contracted by (-)6.9% during April-September FY23 as compared to a growth of 129.6%
during April-September FY22 that reflected strong base effects.

» Due to a higher outgo to states, growth in Gol's net tax revenues during 1HFY23 was at 9.9% as compared to
100.8% during the corresponding period of FY22.

Chart 3: Growth in central gross tax revenues during April-September (%, y-0-y)
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Source: Monthly Accounts, CGA, Government of India

Notes: (a) Direct taxes include personal income tax and corporation tax, and indirect taxes include union excise duties, arrears of service tax, customs duty, and GST
(comprising CGST, UTGST, IGST and GST compensation cess) (b) Other taxes (securities transaction tax, wealth tax, fringe benefit tax, banking cash transaction tax,
etc.) are included in the Gol's GTR along with direct and indirect taxes, (c) IGST revenues are subject to final settlement.

» Gol's non-tax revenues showed a contraction of (-)1.7% during 1HFY23. Non-tax revenues during the first six
months of FY23 stood at 58.4% of the annual BE as compared to the corresponding ratio at 66% during April-
September FY22.

» Non-debt capital receipts of the Gol during 1HFY23 stood at 43.1% of the annual BE as compared to the
corresponding ratio of 9.6% during FY22.

» As per DIPAM?, disinvestment receipts up to 23 November 2022 stood at INR24,543.7 crore, that is 37.7% of
the FY23 BE at INR65,000 crore.

2 https://dipam.gov.in/
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B. Expenditures: revenue and capital

>

Gol's total expenditure grew by 12.2% during 1HFY23 as compared to 9.9% during the corresponding
period of FY22.

Revenue expenditure grew by 6% during April-September FY23 as compared to 6.3% during
April-September FY22.

Supported by strong revenue performance, Gol's capital expenditures showed a high growth of 49.5% during
April-September FY23. This was significantly higher than the corresponding growth rates in recent years
(Chart 4).

Chart 4: Growth in central expenditures during April-September (%, y-o0-y)
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C. Fiscal imbalance

>

Gol's fiscal deficit during 1HFY23 stood at 37.3% of the annual BE, slightly higher than the corresponding ratio at
35% in FY22. However, this remains much lower than the corresponding ratios in recent years. Strong revenue

performance of the Gol largely enabled a low level of fiscal deficit relative to BE during this period (Chart 5).

Gol's revenue deficit during April-September FY23 was at 31.4% of the annual BE as compared to 27.7% during
the corresponding period of FY22. Revenue deficit during the first six months as a proportion of BE in FY23 was

the lowest, considering the period FYO1 to FY21.

Chart 5: Fiscal and revenue deficit during April-September as
percentage of BE
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Source: Monthly Accounts, CGA, Government of India and MoSPI.
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4. Comparative trends: IMF projected India's general

government debt to GDP ratio at 83.4% in FY23

General government net lending/borrowing
» As per the IMF, general government fiscal deficit ~ Table 1: General government net lending/borrowing (% to

in advanced as well as emerging markets and GDP)
developing economies (AEs and EMDES) have Country 2022 | 2023 2024 | 2025| 2026| 2027
fza(;lsg ir|j|2021 an;thOZﬁ fromftﬁeir high Ictlavcgls in AEs -3.6 -3.7 -3.8 -4.0 -4.0 -3.8
. However, these have still remained above i i i i i i
the pre-pandemic levels. us 4.0 5.7 6.6 7.4 7.3 7.1
Fiscal deficits relative to GDP in AE 4 EMDE UK 43 -23 -15 -14 -13 -1.0
> iscal deficits relative to in AEs an S
are expected to remain elevated during the Euro area 38 -33 -28 -26 25 -25
projection period largely because of higher Japan 79 -36 -25 -25 -26 -26
spending due to relatively high food and energy EMDEs 6.1 -54 -54 -53 -52 -5.1
prices, and par'tlal recqvery of government Brazil 5.8 75 6.8 -509 54 -48
revenues, particularly in EMDEs. -
o o _ ) Russia 23 2.1 -12 -04 -0.1 0.04
> The? high f|scal deficit relative to QDP f‘or‘AEs is India* 99 90 -85 -79 -75 -7.3
mainly driven by the US where this ratio is i
projected to average (-)6.4% during 2022 to China 89 -r2 -75 -73 7.2 -T.1
2027 as compared to (-)4.6% during the pre- South Africa -49 54 -62 -66 -7.0 -7.5
pandemic period from 2014 to 2019. Source: IMF World Economic Outlook, October 2022; *data pertains to fiscal year

. . Note: -ve implies a deficit and +ve implies a surplus
» Among EMDEs, the fiscal prospects for oil

exporting economies starkly vary from those of oil importing economies. Qil exporting economies are projected
to have fiscal surpluses because of higher oil revenues. Despite sanctions, Russia is also expected to gain from
this and witness a falling fiscal deficit up to 2026, after which a small surplus is expected in 2027.

» Onthe other hand, oil importing economies like India and China are expected to face high fiscal deficit. In China,
fiscal deficit to GDP ratio is projected to average (-)7.5% during 2022 to 2027 as compared to (-)3.4% during the
pre-pandemic period from 2014 to 2019. Similarly for India, the average fiscal deficit relative to GDP during
FY23 to FY28 is projected at (-)8.4%, which is up from (-)6.9% during FY15 to FY20.

» Apart from the US and South Africa, general government fiscal deficit relative to GDP in all other selected
countries is projected to steadily decline from 2022 to 2027 (Table 1).

General government gross debt

» In AEs, general government debt relative to GDP ~ Table 2: General government gross debt (% to GDP)
is projected at 112.4% in 2022, lower than the Country 2022 | 2023 2024 | 2025| 2026| 2027

recent peak witnessed in 2020 but still higher AEs 112.4 111.3)111.8 112.7 113.3 114.0
than the pre-pandemic levels (Table 2). US 1221 122.9 126.0 1294 132.2 134.9
» In EMDEs, government debt to GDP ratio is UK 87.0 79.9 76.7 73.7 70.6 68.0
projected to increase further from its 2020 level
of 63.7%. By 2027, this ratio is forecasted to Euro area 23.0] 91.3| 89.8) 88.8| 88.1] 87.8
reach a level of 76.2%. Japan 263.9 261.1 260.3| 260.7 262.0 263.4
» To deal with the rising food and energy prices, EMDEs 64.5 67.5 70.2 727 746 76.2
many countries have implemented new measures  Brazil 88.2 889 90.6 92.2 93.2 933
including price subsidies, tax cuts and cash Russia 16.2 169 16.4 153 139 125
transfers to help households. India* 83.4 83.8 84.1 838 834 83.0
» Among AEs, while Japan's government debt China 769 84.1 89.8 94.8 99.2 102.8

relative to GDP is projected to remain broadly .
stable at high levels, this is expected to fall in the | >CUth Africa | 68.0[ 70.7] 73.7) 76.8] 80.2] 83.8

UK and Euro area. In contrast. the US is expected Source: IMF World Economic Outlook, October 2022; *data pertains to fiscal year
to witness an increase in its government debt to GDP ratio that is expected to reach a level of 134.9% by 2027.

» Among EMDEs, India's government debt relative to GDP is forecasted to remain in a narrow range of 83% to 84%
during the forecast period. A sharp increase is forecasted for China, followed by Brazil and South Africa. In
China's case, government debt relative to GDP is projected to cross 100% in 2027.
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5. In focus: India's success in reducing multidimensional

poverty

Introduction

A recent UNDP Report: has highlighted India’s relative success in bringing down multidimensional poverty quite
significantly during the period 2005-06 to 2019-21. The Report indicated that India was successful in bringing 415
million people above the poverty line during this period. According to the definitions used by the UN, the poverty
headcount ratio in the multidimensional measurement of poverty was reduced from 55.1% in 2005-06 to 16.4% in
2019-21. It was also recognized that the Sustainable Development Goal (SDG) target 1.2 - “reducing at least by half
the proportion of men, women and children of all ages living in poverty in all its dimensions according to national
definitions by 2030" is within reach. It was observed that the fastest reduction in poverty happened for the poorest
states and groups (children, lower castes and those living in rural areas), although the data do not reflect post-
pandemic changes.

Simulations in 2020 suggested that the COVID-19 pandemic had set the progress in reducing the Multidimensional
Poverty Index (MPI) values back by between 3 to 10 years. More recent data indicate that the setback at the global
level is likely to be on the higher end of this range.

1. Understanding multidimensional poverty: the 2022 UNDP Report findings

The conventional measurement of poverty related to a single dimension of purchasing power of households generally
captured by income. These measures led to summary indices such as the headcount ratio, the poverty gap ratio and
the FGT index-. In subsequent literature, these measures have been supplemented by considering multi-dimensional
aspects of poverty. These initiatives were undertaken by institutions such as the United Nations Development
Programme (UNDP) and the Oxford Poverty and Human Development Initiative (OPHI). They provided a platform for
cross-country comparison of poverty levels and reduction in these over time. The 2010 study compared 104
countries covering 5.2 billion peoples. The latest study published in 2022 compared poverty reduction achievements
across 111 countries covering 6.1 billion people.

These studies were based on three dimensions namely, health, education, and living standards. In turn, these were
captured by 10 indicators closely aligned to the SDGs developed by the UNDP. Table 3 summarizes these three broad
dimensions along with the ten related indicators and the relative weights assigned to these.

Equal weights are assigned to the three broad dimensions. For health and education, there are two indicators each,
which are given a weight of 1/6 each. With regards to the dimension pertaining to living standards, there are six
indicators, and these have been individually given a weight of 1/18. For each person, a deprivation score is first
created by adding up the weights of each indicator the person is deprived in, thus reflecting the percentage of a
person's weighted deprivations. An MPI poor is defined as someone who experiences one-third of the weighted
deprivations or more, severely poor as someone with half or more, and vulnerable as someone with greater than 20%
but less than one-third.

Table 3: Dimensions, indicators, deprivation cutoffs, and weights of the Global MPI (2018, 2022)

Poverty Indicator and Deprived if... Weight SDG
dimension SDG area indicator

Health Nutrition Any person under the age of 70 for whom SDG 2
there is nutritional information is
undernourished.

Child Any child has died in the family in the five-year 1/6 SDG 3
mortality period preceding the survey.

2 Education Years of No household member aged 10 years or older 1/6 SDG 4
schooling has completed six years of schooling.
School Any school-aged child is not attending school 1/6 SDG 4
attendance up to the age at which he/she would have

completed class 8.

3 https://hdr.undp.org/system/files/documents/hdp-document/2022mpireportenpdf.pdf
4 Foster, J., Greer, J., Thorbecke, E.: A class of decomposable poverty measures. Working Paper No. 243, Department of Economics, Cornell University (1981).
5 https://www.ophi.org.uk/wp-content/uploads/MPI_One_Page_final_updated.pdf
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3 Living Cooking fuel The household cooks with dung, wood or 1/18 SDG 7
standards charcoal.
Sanitation The household'’s sanitation facility is not 1/18 SDG 11

improved (according to SDG guidelines) or it is
improved but shared with other households.

Drinking The household does not have access to 1/18 SDG 6
water improved drinking water (according to SDG

guidelines), or where safe drinking water is at

least a 30-minute walk from home, roundtrip.

Electricity The household has no electricity. 1/18 SDG 7

Housing The household has inadequate housing: the 1/18 SDG 11
floor is of natural materials, or the roof or wall
are of rudimentary materials.

Assets The household does not own more than one of 1/18 SDG 1
these assets: radio, TV, telephone, computer,
animal cart, bicycle, motorbike or refrigerator,
and does not own a car or truck.

Source: Alkire, S., Oldiges, C. and Kanagaratnam, U. (2018). “Multidimensional poverty reduction in India 2005/6-2015/16: still a long way to go
but the poorest are catching up”, OPHI Research in Progress 54a, University of Oxford.

The global MPI begins by constructing a deprivation profile for each household and the person in it. For example, a
household and all people living in it are deprived if a) any child is stunted or any child or adult for whom data are
available is underweight, b) if at least one child died in the past five years, ¢) if any school-aged child is not attending
school up to the age at which he or she would have completed class 8 or no household member has completed six
years of schooling, or d) if the household lacks (i) access to electricity, (ii) source of drinking water within a 30-
minute walk round trip, iii) sanitation facility that is not shared, (iv) non-solid cooking fuel, (v) durable housing
materials, and (vi) basic assets such as a radio, animal cart, phone, television or bicycle.

Information relating to these criteria are aggregated into a summary index of poverty called MPI, which also captures
the intensity of poverty faced by the households. An aggregate MPI is calculated by multiplying the incidence of
poverty (H) and the average intensity of poverty (A). More specifically, H is the proportion of the population that is
multi-dimensionally poor, while A is the average proportion of dimensions in which poor people are deprived. So, MPI
= H x A, reflecting both the share of people in poverty and the degree to which they are deprived. A higher value of
MPI indicates greater incidence of poverty.

MPI estimates for India: perspectives on poverty reduction

Table 4 gives the estimates of MPI and related aggregates for India. In 2005-06, 55.1% (H) of India’s population was
deprived in at least one-third of the 10 weighted indicators. These are counted as MPI poor. The headcount ratio had
fallento 27.7% in 2015-16 resulting in a reduction in the number of MPI poor people by 275 million. In 2019-21, the
headcount ratio fell further to 16.4%. Correspondingly, the number of MPI poor fell by 140 million over the period
2015-16to 2019-21. The intensity of poverty amongst the multi-dimensionally poor reduced to 44% during 2015-16
from 51.3% in 2005-06. In 2019-21, there was a further fall to 42%. As a result, the MPI has fallen by 0.214 points
over the period 2005-06 to 2019-21, a decline of more than 75%.
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Table 4: MPI estimates for India

Year MPI Headcount Number of MPI Intensity of Vulnerable
(HxA) ratio (H) poor (million) poverty (A)

2005-06 0.283 55.1% 51.3% 17.1%
2015-16 0.122 27.7% 371 44.0% 19.1%
2019-21 0.069 16.4% 231 42.0% 18.7%
Change (2005-06) - (2015-16) 0.161 27.4% 275 7.3% -2.0%
Change (2015-16) - (2019-21) 0.053 11.3% 140 2.0% 0.4%
Change (2005-06) - (2019-21) 0.214 38.7% 415 9.3% -1.6%

Source: “Global MPI Country Briefing 2018: India (South Asia)", Oxford Poverty and Human Development Initiative (OPHI), University of Oxford;
Global Multidimensional Poverty Index 2022

Table 5 shows the contribution of the three dimensions of deprivation used for constructing the MPI. In 2019-21,
with reference to the total MPI value of 6.9, the largest contribution came from deprivation with reference to living
standards, followed by health and education. In the latest report (2022), while the total MPI value is given, its
decomposition for the earlier years was not provided.

Table 5: Dimension-wise weighted contribution to multidimensional poverty in India

2019-21 2015-16 2005-06
Weighted index Weighted index

Health 2.2 NA NA
2 Education 1.9 NA NA
3 Living standards 2.7 NA NA
4  Total (=MPIx100) 6.9 12.1 27.9

Source (basic data): Global Multidimensional Poverty Index 2022 (UNDP, OPHI)
Rural and urban poverty

One of the key findings of the UNDP report (2022) is that for the poorest states and groups (children, lower castes
and those living in rural areas), poverty reduced the fastest in absolute terms, although the data do not reflect post-
pandemic changes. The incidence of poverty fell from 36.6% in 2015-2016 to 21.2% in 2019-2021 in rural areas and
from 9% to 5.5% in urban areas. Rural disparities are comparatively pronounced. 90% of India's poor people live in
rural areas and 10% in urban areas. In absolute numbers, 205 million of the nearly 229 million poor people live in
rural areas. Only 23 countries among those covered have a higher proportion of poor people living in rural areas as
compared to India.

In rural areas, the dimensions of poverty are often interlinked. Taking school attendance as an example, 1.9% of people
(8.2 million) in urban areas are poor and living with an out-of-school child as compared with 4.8% (46.3 million) in rural
areas. In rural areas, 82.4% of poor people who are deprived in school attendance live in households that are also
deprived in housing, and 84.7% live in households that are also deprived in cooking fuel. The corresponding percentages
inurban areas are 45.4% and 41.6%. In both rural and urban areas, nutritional deprivation is rampant, with around 60%
of people experiencing it. Schooling programs such as the midday cooked meals scheme address some interlinked
deprivations affecting out-of-school children while also supporting their educational attainment.

Poverty estimates: state-wise perspective

One of the key findings of the UNDP Report (2022) is that the incidence of multidimensional poverty got reduced the
fastest in the poorest states (Chart 6). Bihar, the poorest state in 2015-2016, saw the fastest reduction in its MPI
value. The incidence of poverty there fell from 77.4% in 2005-2006 to 52.4% in 2015-2016 and further to 34.7% in
2019-2021. Across states and union territories, the fastest reduction in the MPI in relative terms was in Goa, followed
by Jammu and Kashmir, Andhra Pradesh, Chhattisgarh and Rajasthan. Despite this improvement, in relative terms, the
poorest states are still behind the rich states. Of the 10 poorest states in 2015-2016, only one (West Beng