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IHDS: Serving Data Needs for Policy Discourse

Misallocation of resources and “exclusion errors” in leadingCentrally-sponsored
programmes like MGNREGS and PDS, as a result of which thegenuine poor are
unable to access their benefits, claims the Economic Survey 2016-17.

The Economic Survey 2016-17 uses IHDS to argue for Universal Basiclncome (UBI). The Survey uses
data from the IHDS extensively to evaluate thevalue of public subsidies and the possibility of curtailing
them through theprovision of UBI. Highlighting the prohibitive costs of running a large numberof Centrally-
sponsored schemes and programmes, such as the Mahatma GandhiNational Rural Employment
Guarantee Scheme (MGNREGS), and Public DistributionSystem (PDS), the Survey estimates the
targeting efficiency of theseprogrammes.



http://www.umd.edu
http://bit.ly/2hp0LmW

Targeting Error

PDS (for each of Rice,
Wheat and Kerosene)

MGNREGA

Out of system leakage

Actual allocation minus Total
quantity of PDS received by
all beneficiaries

Source: Economic Survey of
India 2015-16
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Incidence (top 60%)

Incidence of total volume of
PDS for each of rice, wheat

and kerosene on top 60% in
the survey

Source: IHDS 201112

Share of MGNREGA
income received by the
top 60 % in the survey

Source: IHDS 2011-12

Exclusion error

Proportion of those in
bottom 40% in the survey
who do not receive PDS item

Source: IHDS 201112

Proportion of those in
bottom

40% in the survey who
do not

have a MGNREGA Card
Source: NSS 2011

With the data pointingto large-scale misallocation of resources, the Economic Survey argues that the
poorest areas of the countryincluding many districts in Uttar Pradesh, Bihar, Chhattisgarh,
Jharkhand,Maharashtra, Madhya Pradesh and Karnataka, receive a less-than-equal share ofresources as
compared to their richer counterparts. Such misallocation leads to“exclusion errors”, whereby the genuine
poor are unable to access the benefitsof welfare programmes.

Based on IHDS (2011-12), the Survey pinpoints the exclusion of the bottom 40per cent and 65 per cent of
the population from the PDS and MGNREGS, respectively. Using both waves of IHDS (2004-05 and 2011-
12), the EconomicSurvey also calculates the fiscal implications of UBI and its effect onpoverty and
vulnerability (as shown in Figure 2). It concludes that the maximumbang-for-buck UBI figures for poverty
reduction and vulnerability are Rs. 600and Rs. 3,000 per capita per year in 2011-12, which go up to Rs.
840 and Rs.4200, respectively, after adjusting for inflation in 2016-17. This translatesto only about 2.2 per
cent of the GDP, falling further to 1.6 per cent of theGDP if the top 25 per cent of the population is
excluded. This level of UBIcould reduce the poverty rate to 9 per cent and vulnerability to 7.5 per cent.

Thus, the EconomicSurvey cites IHDS data on welfare schemes to bolster the argument ofintroducing
UBI in lieu of such schemes.

Mehtabul Azam is an Assistant Professor of Economics
at the Oklahoma StateUniversity and a Research Fellow
at the Institute for the Study of Labor (1ZA),Germany. He
obtained his PhD in Economics from Southern
Methodist University,USA, and MA in Economics from
Delhi School of Economics, India. His primaryinterests
are in the fields of labour and development economics,
coveringtopics like skills, education, mobility, poverty,
social protection, andprogramme evaluation. He has
also worked on numerous policy issues for theWorld
Bank, International Labour Organization (ILO), and
International FoodPolicy Research Institute (IFPRI).

A closer look...

Income Mobility in India over Two
Decades

Usingthe nationally representative IHDS
longitudinal survey, Azam examines
incomemobility among rural (urban) Indian
households over the periods 1993-2004
and2004-2011. He finds mobility estimates
that mirror the social hierarchy:Forward
Hindu Caste (FHC) households experienced
the highest (lowest) upward(downward)
mobility. Considerable gaps between FHC
households and households from the
disadvantagedsocial groups remain in
upward/downward mobility even after
controlling forhousehold characteristics. He
finds lower conditional gaps in
bothupward/downward mobility in rural India
for the disadvantaged groups (exceptfor
Muslims) over the period 2004-11 as
compared to those for the period1993-2004.
For Muslims, the gaps in downward mobility
increased over the period2004-11 as
compared to those over the period 1993-
2004.




Upward Transition Mobility in Rural India (t=20)
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About IHDS

The IndiaHuman Development Survey (IHDS) is a
nationally representative, multi-topicsurvey of
41,554 households in 1503 villages and 971 urban
neighbourhoodsacross India. The first round of
interviews was completed in 2004-05; data
arepublicly available through ICPSR. A second
round of IHDS re-interviewed mostof these
households in 2011-12 (N=42,152) and data for
the same can be foundhere.

IHDS has been jointly organised byresearchers
from the University of Maryland and the National
Council ofApplied Economic Research (NCAER),
New Delhi. Funding for the second round ofthis
survey is provided by the National Institutes of
Health, grants RO1HD041455and RO1HD061048.
Additional funding is provided by The Ford
Foundation, IDRCand DFID.
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