THE  HIND
ANALYSIS

L LU D S O DEFENCE MINISTERS
MEETING







Poverty in India

World Bank says 5.75% Indians live in
abject poverty: How to read this data

UDITMISRA
HE'#/ DELHI JUKE 28

IH RELENTmonths, some notable data have
been released on Indias poverty e, that is,
e ratioof people who are officialby coned.
ered poor.

COn Apnl 25,a Governmsentof ndia press
relzaseumad the Wiold Bank's “Poverty and
Erquuty Hrief” of April 20055 o state that "I71
nallion [people were] lifted from extrense
sty in 10 years™

Earhier this neonth, the World Bank came
out with an update on the methodology,
hased on whach s stated that just 5 752 of
Indians now ve under abject poverty, dowm
froam 275 in 2011-12

Wt dis latest Wrld Bank data show?

Accarding bo revw astimates, [rcha was
niot as poor o the past as prenowsly esh
mated. For instance, in 1477-78, India’s
peverty kevel wis not idEbut 472

Thesacond keychange was the adoption
of a mews poserty ke — 53 a.cay. With this,
the propartion of Indians kving inabject or
extrerne poverty has fallenfrom 2750 2091
12 [around 34.44 core Indiars] to just o
derex(amund 75 coone jim 2000 -21

A heartening, as thes news 15, there are
several commen miscanceptions about the
interpretaticn of thesdata.

Far irstance, should the $3-a-day poverty
liree bee pviltplied by 5 the curment marke:
exchange riefor LSS and the ledian nopes | o
armeerat Rs 255 a day® That weuld be incor.
rect, becausr the 3 poverty line is caloulaeed
on.apurdhasing power panty (A basis

So, what 52 poverty line and howis it
caloulated?

A poverty line & simply the level of in
rome used a3 cut-off point for deciding
wiha is poar i any econaay. The contest
|both tme and location] is crficall bo v
ing at ameaningful poverty lme.

For instance, a salary-of Bs 1000 2 month
reery ot have been corsiderad poar in 1905,
bt tncay thert incomned Hs T adaywillareby
by anythang. Whether that money s eamed
inakbigciny, where the cost of Ining is higher
orasmall tram ks natters,

Covernments, especially in developing
ared poct couriees, want io idenify e e
tznt of poverty in their counknes io shape

TABLET

VARYINGESTIMATES OF INDIA'S POVERTY RATE {IN %)

Tendulicar methodolozye

Workd Bank's latest poverty line for bewer

i |- imc o countries | int-$4.2 aday (R=37 a day]j#
‘Waorkd Bank's latest poverty line for upper middle-
income countries | int-58.30a day (Rs 171 a day [#
Bhalla amd Bhasin {using World Bank's ing-$1.9

aday poverty line*

B Thie AET ooy rvoges ed melmdokyg) od Susairy el (F009) | & 2021 P
wslimates | “2007 PFP ectimoees Mare: i guscha o power panty camiv, | aanemanongd

daflar is sgeal ro &5 J06

Sauree: World Savik, Bnefla er af (2024}, ndas Expiess Fessarch

INDIA'S POVERTY LINE (PER PERSON PER DAY), IN CONTEXT

L World Bamk's powerty line for abject poverty i India. In 202223, 75
orore Indians | 5.252 of total population ) lived at this level or less
L] Price of alitre of Amul milkin 202
L- Wlorld Bank's powerty line for “bower nuiddle-inoonme™ countries,
smch as imdia m 200223, 3429 crore Indiare | that is, 2359050 of
all Imetiares) live d below tiis daily expenditure kevel
Thesiis thie World Bank's poventy line for “upper middle-imcome"™

oountries. InALER 23, 11757 crore (or 82 7% of India's population)
lirvesd heboy this dailly expenditure level

weltlare policees. The data aksa help gavern
ments, policymakers and analysis under
stare] whether exsting polioes kave actu
alby werked over tinee toreduce poverty.

‘Why is Imdia using the World Bank's
jpoverty line?

Hestorically, India weas a leaderinpoverty
estimabon and data collection, influencing
therestof the world in howeostudy poverny.
However, India’s last officially recognised
poserty line wasin2011-12, baulk on & 2009
J'nrmu{n recommended by Delhi Schoal
ernnomist Suresh Tenchulcar

Since then, themethod hasnctbeenup
ehatec], anel Inadia has increceng by used sither
the B Aayog nudidimensonal povertyin
e [which is funcamental by different inhow

itmeasures poverty) or rebied on the Wiordd
Banlk’s porerty hne.

Hows is the World Bank poverty lime
caloulated?

The ‘Workd Bank's poverty line is hased
on purchzsing power paniy calculations

lis first-cver poverty bne wis set atadollar
ackry. i came about after mcmming natonal
prentylines froen some of theveorkd s poom st
couniries, and convering ez irio a cons
men currercy by using WP eschangs rtes

It ensured that the same quantity of
poods and sersces was preced squivalently
across countries. "Oece converted into
comumen currency, they foursd that in six of
theese wery poar counimes arcund the 15805
the value of the national poverty ine was

about$1 perday per persan in 1985 prices |
accondug to the Word Bank.

Ower bane, s praces went up globally the
‘Workd Bark had bo raise ibs poverty line to
$3-a-day The PFF enchange rate for indian
Tupeesin 2125 s 206 Thus, the povertyline
oelln:\.1||nglb’::uremen'-epmrr\lﬁr.\n
medrvidual mthe United States = 20 moome
of %3 a day, whale for India i 15 Bs &2 a day.

What absout Indias donuestic poverty
lines?

lnchiar's dornestacal ly formmulated poverty
line in 20 | before the Tendul kar recoenmen
chatiom| was Bs 17 a day per person for urban
areasand Bs 122 day per person formural aee.

lin 2008, Feradillar razsed it by Bs 29 and
[R5 22 per day per person, respectieely, and
later to s 36 and Hs 30 in 200112, In 2004,
the Rargaraan conamites reconmmended
rasngthe domestic :Mrtylln:h:Hs-Uper
person per day inurban areas and Bs 33m
mural arsas. But this wisrever implemenied.

[Economists have shovn that in the ab
sence of arobaust and updated domestic
povertylineand grenthegapsand ch
mdatacoliecton, India’s poverty estinates
exhubit wide wanation, creatog both confu
momn and condroversy | Table 1) Poserty m
linctia could be as low s 22 or as high o 52
dependmg on the cheoire of poverty bre and
methodology.

%0, how should poverty estimates be
wiewed in India?

[For acountry with s many peopleat low
levels of meome and consumpion, irda's
poserty lies in the eyes of the behnolder.

[Does anlly 5 T35 of the popularion lve in
abpect poeerty | hazed on the World Bank
povertyline-of §3- or Rsti-a-day ) Or isa thaed
of the population, which is provided free food
e the Matiomal Food Security Act, acnsilly
poar? fahle 2 provides snme context, akoeg
adeoffinial govemement data

There are b netually non-exchee
witys bo ook at the World Bankdata. One. i
welebratethe reducton in the proparton of
Indiare lving in “abject poverty” (%3 or Bs
2] T, bos pnse e urderstand the achual
state of moonoonic well-being (or the lackof
it joif an average person when as many as 51%
of Indiare are Invreg off Rs 171 aday

LOMCERVERSION Of
indisnenpress camdanplsned

VARYING ESTIMATES OF INDIA’S POVERTY RATE (IN %)

METHOD
Tendulkar methodology@ 21.90
World Bank's latest poverty line for lower | 57.70
middle-income countries [ int-$4.2 a day (Rs 87 aday)]# |
Wiorld Bank's latest poverty line for upper middle- 92,50
income countries [ int-58.30 aday (Rs 171 aday)|#
Bhalla and Bhasin (using World Bank's int-51.9
aday povertyline)*

1220

2011-12 @ 2022-23

99"
2390

82.10

2.00

@ The last officially recognised methodology on poverty estimates (2009) | # 2021 PPP
estimates | “2017 PPP estimates Note: In purchasing power parity terms, I international

dollar is equal to Rs 20.6
Source: World Bank, Bhalla et al (2024), Indian Express Research

TABLE2

INDIA’S POVERTY LINE (PER PERSON PER DAY), IN CONTEXT

2 | World Bank's poverty line for abject poverty in India. In 2022-23,75
- crore Indians (5.25% of total population) lived at this level or less

%3 Priceofalitreof Amul milkin 2022
w7

all Indians) lived below this daily expenditure level

World Bank's poverty line for “lower middle-income” countries,
such as India. In 2022-23, 34.23 crore Indians (that is, 23.89% of

Imn This is the World Banlk's poverty line for “upper middle-income”
| countries. In 2022-23, 117.57 crore (or 82.7% of India's population)

lived below this daily expenditure level




O World Bank’s April 2025 poverty report
states 5.75% of Indians are below the global
poverty line of $3/day (PPP), highlighting
ongoing challenges in global extreme poverty
reduction and the persistence of poverty in

developing nations. | 'POVERTY
ec;-r?;vmic | TRAP L:“”:"E‘Y‘%:

O The percentage of people in extreme poverty _growth _
dropped from 27% in 2011-12 t0 5.75% in Growth \ /Developmen%
2022-23, equal to 7.5 crore people, showcasing P Low | [Lo?‘ﬁ el
significant progress in poverty alleviation | e capital _
efforts and reflecting positive poverty trends in /
India’s fight against poverty. \

Low
productivity

| saving |

A India claimed 171 million people were lifted
from extreme poverty in the last 10 years,
demonstrating the country’'s commitment to
poverty reduction and sustainable development
in addressing multidimensional poverty.



India’s Domestic Poverty Debate

O Last official domestic line (2011-12) used Tendulkar's method; later Rangarajan’s
2014 proposal never implemented, highlighting the need for updated poverty
statistics to better understand current poverty trends and address both rural and
urban poverty.

d Depending on method, India’s poverty rate ranges from 2% to 82%,
causing confusion and emphasizing the complexity of measuring poverty in
diverse contexts, including chronic poverty and transient poverty.

 India now relies on World Bank data or NITI Aayog's Multidimensional Poverty
Index, showcasing the importance of international poverty reports in shaping
national policies and poverty reduction strategies to combat various forms of
poverty.



POVERTY LINE & MEASUREMENT IN INDIA

@® Poverty line: Income threshold below which a person is considered below poverty line,
varies by region and time, crucial for understanding both rural poverty and urban poverty.

@® Tendulkar Committee (2009): Rs 29/day urban and Rs 22/day rural; raised to Rs 36 and Rs
30in 2011-12, establishing a national poverty line for poverty measurement.

@® Rangarajan Committee (2014): Suggested Rs 47/day urban and Rs 33/day rural, but not
adopted, highlighting ongoing debates in poverty measurement and the need for updated
poverty lines.

@® Multidimensional Index: Measures poverty across health, education, and standard of
living, not just income, providing a more comprehensive view of poverty beyond monetary
poverty and addressing various poverty dimensions.



MSMEs in India

India’s self-rehance and
global economic rise

Indlia’s MSME sector

the backbone of the nation's self-

reliant growth — is driving inclusive development, boosting
global competitiveness and accelerating economic
transformation across industries
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India's MSME sector has emerged as

a cornerstone of economic transformation,
contributing significantly to GDP,
employment, exports, and self-reliance.

lts role in powering Atmanirbhar Bharat,
enhancing global competitiveness, and
expanding manufacturing makes it vital to
India’s journey toward becoming a $5 trillion
economy and a global industrial and
innovation hub.



New MSME Classification Criteria

ENTERPRISE

CATEGORY

MICRO
ENTERPRISE

SMALL
ENTERPRISE

MEDIUM
ENTERPRISE

CURRENT
INVESTMENT

LIMIT

<1 crore

<10 crore

<50 crore

REVISED

INVESTMENT

LIMIT

<25 crore

<25 crore

<125 crore

as per Union Budget 2025

CURRENT

TURNOVER

LIMIT

I5 crore

<50 crore

<250 crore

REVISED
TURNOVER
LIMIT

<10 crore

<100 crore

<500 crore



CRITICAL ROLE IN NATIONAL ECONOMY

O India houses 6.3 crore MSMEs, contributing nearly 30% to GDP, and employing about 120 million,
making it a key driver of economic inclusivity.

O MSMEs are the second-largest employer after agriculture, absorbing youth and
promoting entrepreneurship in both urban and rural India.

O They play a crucial role in employment generation, especially for skilled and semi-skilled workers,
and are at the forefront of entrepreneurship development initiatives.

O MSMEs contribute 40-45% of India’s exports, being vital to textiles, engineering goods,
chemicals, and agri-products, crucial for foreign exchange.

d MSMEs have moved beyond handicrafts to IT services, pharmaceuticals, renewable energy,
and start-ups, enabling innovation across sectors.

O Integration with Udyam portal, ONDC, and ZED Certification 2.0 promotes transparency,
digitalisation, and improved quality standards.

O These efforts are part of a broader digital transformation agenda for MSMEs, enhancing their gdp
contribution through increased efficiency and productivity.



ENABLING ATMANIRBHAR BHARAT VISION

O MSMEs are central to national missions like Make in India, Startup India, Digital India,
and Skill India, deepening domestic capabilities.

d They are at the forefront of technology upgradation and smart manufacturing initiatives,
often engaging in research and development to stay competitive.

O MSMEs strengthen value chains by producing critical components domestically, reducing
import dependency and boosting economic sovereignty.

Q Agile and adaptive, MSMEs integrate technological innovation to enhance productivity and
remain globally competitive. Many are leveraging artificial intelligence and cloud computing
to optimize their operations and improve customer satisfaction.

O They provide entrepreneurial space to women and youth, fostering inclusive growth and
reducing gender disparities. This aligns with broader goals of promoting youth
entrepreneurship and regional development.



CHALLENGES TO SECTORAL GROWTH

O Many MSMEs still face credit denial, owing to lack of formal records or perceived high

risk by traditional banks. Delayed payments from customers often exacerbate their working
capital issues.

O Limited access to logistics, power, and transport facilities hampers productivity, especially
for rural MSMEs. High energy costs and inadequate distribution networks remain
significant challenges.

O Despite programs, many MSMEs face skill shortages, especially in tech-intensive sectors,

reducing competitiveness. This highlights the need for more targeted skill development
programs.

O Multiple laws and licensing regimes result in complex compliance costs, especially
for micro-enterprises. Navigating labor laws and environmental impact regulations can be
particularly challenging.

d Limited global market access knowledge makes it harder for MSMESs to scale exports or
attract foreign buyers.



SHANGAI COOPERATION
ORGANISATION

Pahalgam terror
attackkept out,

Targets Pak on cross-border terror,
says no place for double standards
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* Summ&

d India’s objection: India refused to sign a joint
statement at the SCO Defence Ministers’
meeting held in Qingdao, China.

O Terror omission: The statement excluded the April
22 terror attack in Kashmir which killed 26 Indian
tourists.

O Pro-Pak stance: India said the document favoured
Pakistan's narrative by mentioning Balochistan but
omitting Indian concerns.



An Eurasian intergovernmental organisation and economic and security alliance

Shanghai Cooperation Organisation

1996 Shanghai Five

I *

| & — )
Kazakhstan Tajikistan Kyrgyzstan Russia China
2001 Shanghai Five — SCO
L
W Uzbekistan was included.

Renamed as Shanghai Cooperation
Organisation (SCO

: : - : ~_Members
2017 First Round of Expansion

. ' - . Observers
I‘-I ( India and Pakistan Joined. £ W

Mongolia
Afghanistan

Regional Anti-Terrorist
Structure (RATS)
Main Focus

) ) Regional Terrorism Headquarters
@ ! 2023 SCO Summit, India. Regional Security{ A Permanent 7

© : 2022 SCO Summit, Uzbekistan

| Varanasi was selected as the SCO region's 1°
! "Tourism and Cultural Capital” for 2022-23.

»"Y Tashkent, Uzbekistan
| India hosted the summit for the 1%t time. Development Issues Eth.ni.c Separatisr_n S e diay s Uzbelds
| Itwas held virtually. Religlous Extremiem Serves to promote cooperation of member
Iran was included as Governed by Heads of State Council (HSC), states against the 3 evils
- SCO's 9t member. SCO's supreme decision-making « Regional Terrorism
SCO members agreed to explore using body (Meet once a year) « Ethnic Separatism
“national currencies” for payments within

the grouping. Official Languages: Russian, Chinese * Religious Extremism




India’s Strategic Stand

O Defence Minister Rajnath Singh said the
statement diluted India’s position on terrorism
and security.

O Without naming Pakistan, he urged SCO
to condemn cross-border terrorism and
ensure accountability.

A India objected to reference of Balochistan,
where Pakistan accuses India of fomenting
unrest.

A India’s stance reflects the principles enshrined
in the Constitution, which forms the basis of the
country’s foreign policy.

Shanghai Cooperation Organization

The Shanghai Cooperation Organization (SCO) is a regional intergovernmental
security alliance involving Russia, China and four Central Asian states

Milestones

1996

4\%  Foundation of the Shanghai Five,

Basic documents

2001
Shanghai Convention on the Struggle
against Terrorism, Separatism and
Extremism

2002
SCO Charter

2002

Regional Anti-Terrorist Structure (RATS)
Founding Agreement

RIANOVOSTI © 2010

the SCO predecessor

1999

Foundation of the Bishkek Group to counter border
criminality

2001

Uzbekistan joins SCO

June 15, 2001

Shanghai Cooperation Organization Founding
Declaration signed

2008

Iran submits official application for full-right SCO
membership

Goals and Objectives

© Strengthening of mutual trust and good-neighborly
policies between member states

© Promotion of effective cooperation in politics, trade,
economics, science, technology, and culture, as well
as education, energy, transport, tourism and
environmental protection

© Jointly ensuring peace, security and stability in the
region

© Advancement to a new democratic, fair and rational
global political and economic order

SCO Structure

© Council of Heads of State

© Council of Heads of Government
© Council of Foreign Ministers

© Meetings of Heads of Ministries and
Departments

© Council of National Coordinators
© Regional Anti-Terrorist Structure

Russian Foreign Ministry
Ambassador-at-Large Vitaly Vorobyov is the
Presidential Envoy for SCO Affairs

www.rian.ru



Implications on Regional Dynamics

O India’s stance signals a growing divergence within
SCO, weakening China's regional leadership push.

O China’s role: With Russia distracted
by Ukraine, China dominates SCO, using it to
expand influence.

O India’s message: By standing firm, India reasserts
its zero-tolerance policy on terrorism and strategic
autonomy.

1 Domestic considerations: The Indian
electorate and national parliament closely monitor
these international engagements, ensuring that
India’s foreign policy aligns with domestic priorities
and the principles of federal politics.

SCO: 42% of World's Population,
23% of Global GDP

Comparison of the Shanghai Cooperation Organization
with selected regional/international organizations

M Estimated GDP (in current trillion U.S. dollars), 2023
Estimated population (in millions), 2023/2024

8,057
3,386 443 779 4,681
104.8
46.8
24.4 1 8.4
SCO* G20 World
(excl. EU)
* Belarus, China, India, Iran, Kazakhstan, Kyrgyzstan, Pakistan, Russia, Tajikistan, Uzbekistan
Sources: World Bank, International Monetary Fund, U.S. Census Bureau, Eurostat
statista %a
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B-47, Main Road Shivalik Enclave, Block-
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Delhi-110017
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