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Prices, Price Indexes and Poverty Counts in India during 
19808 and 1990s: From CPIs to Poverty Lines? 

Amaresh Dubey and Richard Palmer-Jones· 

111 the first of lili. serie .• of three papers we crilicised lhe consumer price 
indexes based on unit value. "alcu/aled fromlhe unit recol1b .. of Ihe NSS 
Consumer Expendi/ure Sun",y. (NSS CES) which have been used 10 
<'alculaled new poverty lines for Indian stales by Dealon and Tarrozi. 1999. 
Deaton. 20030. This s«(lnd paper examine. the ca/culation of poverty lines 
using the .• " Unit Value Con.,um.,Pric:e Indexes (UV CPIs). We suggest that 
using UV CPl. ta accounl for lemporal change and ,'palial variation in prices 
in Ilze production of poverty IUles doe.' not appear to be d good siralegy. Here 
we point out whar we see as a flaw in the method used 10 calculale Paverty 
Lines for different Slates and sectors from a single base Poverty Lines. 
Further, we argue that nei/her UV liar official price indexes represe,J/ true 
cost of living index". because Ihey igno", ""nvirOllJfJenlal" variables that 
differ belWUII d",rrain., and affecl the transformation of co""umption into 
well-being. This res .. lls in problems of comparability suggesting tllatlhe PLs 
that can be cal<:ulated from Iwusehnld expenditure sunny. such us, the NSS 
CES do 'nol correspond to the "ame level of well-beulg in different dumai"" 
and thus dll nOi generate ptlVerty mea.'""'.' IIIaI compore differences UI ill
being rath"r than differences in lhe yardtlick by which well-being is usses .• ed. 
A IhuTOugh overhaul of poverty line calculations is required, bUl welfare 
<'Omparabk poverty line .• cannot be based on nonnalive calorie requirements. 
In Ihe Ihird paper ill d,u series we give our "best" CPls andth"se that arise 
from "robu .• t" methods of poverty comparison _using stochaslic dominance 
tuhniqltes. Unfortunately, on theoretical grounds neilher our poverty 
cak .. lation.. nor Ihe use of robu.rt nu!lhnds in lheir usual form overcome the 

. problems identifU!d her/! and Ihere we give evidence in support for lhis 
ClI111ention in lhat other indicators of well-being are 1101 well carrelflled wilh 
lbese poverty counts and comporisons. 

I Introduction 

Tn the first paper in this series (Dubey and Palmer-Jones, 2oo5a) we argued that Unit 
Value Consumer Price Indexes (UV CPls) that have been used in recent studies to 
account for temporal change and spatial variation in prices in India (Deaton and Tarrozi. 
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