
Chapter One

SCOM ANB HiAK Of TEE BWffl

X« Introduction :

A nation initially grown because some of the regions 
within the nation grow with the passage of time* In the very 

early stages of development of a nation, the economic growth 

takes place only at a few centres in the whole space* Slowly 

and gradually, it gets diffused to an increasing number of 

such centres covering moot of the regions in the country. It 

is sometimes said, therefore, that "interregional inequality 

of growth is an inevitable concomitant and condition of growth 
itself.”*1 It follows logically that regional imbalance in 

the levels of economic development is but a natural outcome 

of the very process of the economic growth in a nation, the 

polarisation of the economic growth in a nation may largely 

be due to the fact that “natural resources are not evenly 

distributed among the regions of a nation. Access to ma;Jor 
markets (including foreign) is necessarily unequal...

Inherited 'know-how* and labour skills ere also unequally

A.O. Hirechman t the Strategy of Economic Development. (lew 
Haven s Yale Dniv ersity '"Pressi.. '¥$$'§)' pTl
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distributed, though such inequality is sore subject to
#Q

1 change.** Myrdal feels that the basic forces at work are 

: diBequilibrating in nature. In other words, once the divergence 

from the equity occurs, the forces at work would be ouch that 

there is further divergence, Although Myrdal recognises that 

”the higher the level of economic development that a country 

has already attained, the stronger the spread effects will 
usually be”, be feels that the * * backwash effects' are on an 
average acre powerful than the * spread effects* »*5 On the other 

hand, Hirschman feels that eventually, * triokling-down 
effects' would gain the upper hand over the * polarisation 
effects* •** As Hirschman points out, Myrdal is preoocupied 

with the doctrine of cumulative causation and hence ignores 
the emergence of the strong forces making for a turning point.*5

*2 W, I sard and $* Seiner s "Regional and Ratio ml Economic 
Claiming end Analytical techniques for Implementation11, in 
1. Isard end J »B# Cumberland (eds,)t Regional Economic Plan­
ning - techniques of Analysis for bees i^sveloped Areas,
('farisT"Europeea" Prod uotivity AgencyY9<>17».. r... ,r

*3 Of* 6. Myrdal s Economic theory end Underdeveloped Regions 
(lioricons 1957)* bee also E.B. Hughes* ’‘interregional Income 
Differencess Self Perpetuation”, in Southern Economic Journal, 
Vol.22, July, 1961 • . '

*4 Of, A.O. Hirschraant the Strategy of Economic Development. op.clt,, 
pp, 183*201, With some ^£i"fe'a^'hcesl",|ja,'t¥lel" 'eiiip'baeis', Hirsebtaan ' s
* trickling-down effects* are broadly equivalent to Myrdal*®
* spread effects* and Hirsebmaa*© * polarisation effects* ere 
broadly equivalent to Myrdal*s 'backwash effects*,

*5 Ibid,



3

However, both the scholars seem to agree that in the early
\

stages of development, the regional inequalities tend to 
*6increase*

In an excellent cross-section and time series study of
several leading nations of the world, 3*G* Williamson arrives
at a similar conclusion* He not only finds that “in the initial
stages of national development regional inequality is likely
to increase*1, but also finds that the regional inequality
curve is likely to be of m inverted *U* shape with respect

#•?
to nation*s level of development* * He explains this type of 

the shape of a regional inequality curve mainly with the help 
of four factors, via*, labour migration, capital migration, 
interregional linkages, and Central Government*s policy •

i'he essence of the basic argument is that because of 
selective migration of labour, worker rate tends to rise in 
the rich regions said fall in the poor regions • Further, there 
also occurs qualitative deterioration in the working force of

*6 It ie interesting to not® that during the ♦ fake-off*, income 
inequalities tend to increase. See, W*W« llostow* *£be iake-Off 
into Self-Sustained Economic Growth", gcos&omto Journal, Vol.66, 
Kerch,195€j also I.B. Kravis: “Economic^eveidpsent'end 
Income Distribution1*, in Economic Development and Cultural 
Change,Yol.11, Ho.2, Part I, $anuaxy"

*7 Of. <J.G. Williamson t “Regional Inequclity end the Process of 
national Development: a Description of the fatterne**, in 
Economic Development and Cultural Change, Vol.13. Ho*4#FerT*frriuiy7“f5w:-------- ---—~~—•
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the poor regions. therefore, the internal laboux’ migration, 

' in all pi-obability, tends to increase regional income in­

equalities at least in the Initial stages of national 

development. Moreover* “external economies end general bene­

fits derived from agglomeration of capital projects In tbe 

relatively rich regions may cause capital to emigrate fro© 

the poor to the rich, tending to accelerate interregional 

inequalitySimilarly, there ia likely to be alack of 

interregional linkages especially in the early stages of 

national development, with the result that the spread effect 

of technical change, social change, end income multipliers 

are minimized. Bven the Central Governments policy is likely 

to work in favour of the rich regions and against the poor 

regions, if the national objective is to attain maximum 

growth in the economy. In the allocation of investment, the

*8 Shis argument is put forward by 0. Myrdal.As against this,
Oku® and Richardson argue that in the underdeveloped economies, 
marginal product of labour might be zero, hence out-migration 
helps improving per oapita income. Moreover, because of the 
out-migration, the capital intensity in the region increases. 
On the other hand, the receiving region may face the migrants 
with very poor quality and again in the child-bearing ege- 
-group. therefore “no general proposition cm be formulated 
concerning the effect of internal migration on regional in­
equality of per capita moose". For further discussion eee, 
B.Gkum and E.W. Richardecns "RegionaL Income Inequality and 
Internal Population Migration", in Bconamic Development and 
Cultural Change.?oI.9. No.2, Jan.1941.

*9 J*G. filliaiaeon t "Regional Inequality end Process of
National Developments A Description of the Patterns", op.pit.
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rich regions might get priority* * tbe licensing policy andv

national tariff policy may also favour tbe rich m compared 
to the poor regions. Italy and tl.S.A. are the examples of 
each development talcing place in the early stages of 
development.*10

Increasing regional inequalities in tbe early stages of
national development may, thus, be explained in terras of the
above-aeationed four factors. However, after & certain stage
of national development is reached, an automatic reversal in

#11this trend is likely to occur. It m«y be referred to as 
regional convergence or depolarization which is likely to be 
cumulative once it starts.

Thus, the inverted shape of the regional inequality 
curve appears to be quite convincing end plausible hypothesis 
about the relationship between the level of national develop­
ment and the regional inequality* However, at this stage, two 
problems arise in practice, if the hypothesis is to be 
subjected to some sort of an empirical investigation. Tbe

*10 Cff* Ibid.
*11 For an explanation of the reversal in terms of the ease four 

factors, see J.0. Williamsons Ibid. However Easteriin 
feels that convergence is not inevitable since factors 
working against it are generally dynamic once. Bee H.A.Easter- 
lint wHcng Term Regional Income Changes* Some Suggested 
Pactore”, in Papers and Proceedings of the Regional Science A ess oiation, Vol'U., Tssfe.



first one is about the ©East delineation of regions in a 

• nation, and the second one is about the selection of a crite­

rion to measure the extent of regional inequality in the level 

end rate of economic development.

Considerable attention seems to have been paid to the 

problesa of defining a regional unit for the study of regional 

variations in economic development in the literature on
II j?regional economics. in the case of Iritis, the few studies 

on the regional variations in development that have been made 

at somewhat aggregate level, have taken States as their 

regional units. As one of the recent studies on a similar 

subject points out, "for the purpose of ©aalyeis in this 

study, the State has been taken for the regional unit because 

only at the State level regional data necessary for the study 
are available."*^ It 1© needless to mention that if a study 

on the most organised sector of the eeoaesty had to eel set the . 

State as the regional unit on the considerations of data 

availability, for a study like the present one, there cannot

*12 For details see, J.R. leyer s “Regional Economics* A Survey", 
in American Economic Association, RoyalFconoiaic Society* ’ 
Surveys of Economic l’beory, 7ol.II, Growth end Development,
TSfflffllio.'WT:---------- — ----------------------—

*13 D»i;* Eakd&wala, Y.K. Alsgh, and A* Sanaa 1 Regional Variations
in Industrial .Development. 'Monograph Seriee "2,.(B&rdar fiite!..
institute of’ 'Economic.and Social Research, Abmed&bcd, 1974) p.4



simply fee any other altex*naiive* However* we say dec mention 

Mother importent reason behind selecting States as the 
region®limits. In the type of the political structure that 

India at present has* States are recognised to fee extremely 

important administrative unit©* Bach State in India has its 

own elected Legislative Assembly and a council of Minister®, 

though the Centre baa a good deal of control over the poli­

tical and economic affairs of different,States, the local 

problems are dealt with fey the respective State governments* 

It i® this aspect which lends a distinctive character to 

States in India* III© be cause each State has its own govern­

ment which represents the real grouping of local sentiment 

and interest that an analysis of the levels of living end 

level® of development of different State® assumes special 

significance* ,

As far as the second problem of selecting a criterion 

for measuring the level and rat© of economic development is 

concerned, we ©ay start by examining the implications of the 

term ’economic development*. "the term ’economic progress’ 

represents & broad group of economic and social ofe^actives 
with welfare, efficiency and volume connotations."*^ this

14 H*S. Perloff i "Problems of Accessing, regional Economic
Progreso", in Rational Bureau of Economic Research* Regional 
Income* Studies in Income tod Wealth* Voi•21 * 1957*
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, does not imply that the economic development is largely

; , qualitative in nature# In fact, ‘’economic growth is a process

whose basic characteristics are qumtitative* *.... Seduction
to some measurement basic is, therefore, inescapable”. 3 fhe

problem arises primarily because there are several indicators

of the level of development of a region# the Census of ladle

1961 uses as nary as 30 indicators of the level of development

of a region, end then, prepares a composite index of develop-
*1

aent baeed on their covariation. It should be noted la the 
first place, that this procedure my yield come satisfactory 

results for comparison of the levels of development among 

different regions, but that it may be too complicated to yield 

very satisfactory results for comparison of the economic 

grewth of different region©# Moreover, since we have selected 

States as our regional unite, the more relevant question is to 

compare the levels of aggregate economic activities taking 

place in different States, and the rate at which they grow in

*15 S# XuznetB * “Quantitative Aspects of the Economic Growth of 
Nations - I. levels and Variability of Sates of Growth**, 
in Economic Development and Cultural Change, Vcl.5» October, 
195ST------------------------ ---------- ------ --------

*16 Census of India 1961, Vol.1, Part-I-A(i), levels of Regional
bevelopa<Kf~ In''Xadia (.Delhii 1965)% also see S'.KVRao'.* ”A
I'lote on ’Keaiuring’’Fconomic Distance between Hegions in India”, 
in Economic and Political Weekly# April 2B, 1975, P*793«



different States. In otiior words, in the present context, we 

Should be interested in compering the levels and the rates 

of growth of the total of economic goods and services produced 

in different states, 'ihus, we. measure the level of develop* 

sent of a given State in terms of total income or production 

within the region.

Even here, we find that in different countries, different 

measures of regional development are used* In Puerto Bico, it 

is median income per inmily? in iforway, it is assessed income 

per capita? in Germany, it is net national product at factor 

cost per capita? in the United itaxes, it is personal income 

per capita? in Canada, it is income accruing per capita, etc* 

However, in Indie, the data are available only on the Ret , 
Domestio Product at factor cost at the Dtate level* Hence, we 

have to use per capita State kernes tic Product at factor cost 

to measure the level end rates of economic development in 
different States.

It For further details, see J«G*Williamson s “Regional In­
equality ondA the Process of Rational Development;! a Descrip­
tion of the Patterns", op.clt.1 H.D. Chaudbury: "Economic 
Distance Among Regions; k 'Statistical Analysis5', in Economic 
Development said Cultural Change, Vol.19, Ho.4, duly 1971?
1«.Of, llo'intison Tod*T Tlisackward Areas in Advanced Countries. 
International Economic AssoHatTonr"'(Bacfl£llan,T§6(j>l,m m‘rrm""" 
Introduction.



At this stage* it is important to note that Ashok Ru&ra 

has an objection against the use of per capita product to 

- reflect productive capacity of the economy. Accoi'ding to him, 

"there seese to be a very wide agreement among economic 

statisticians that per capita product constitutes the most 

appropriate index with which to measure or compare growth, 

despite all the well-known and acknowledged imperfections 
that attend upon it..... Growth ©f population in the case of 

a labour surplus economy may not, however, he interpreted as 

an index of the change in the employment of labour.the per 

capita product, likevri.ee, is only the result of m arithmetic 

operation. It does measure, in a rough sort of w«gr, the average 

welfare of the cltlaerie, hut certainly does not reflect in any 

way changes in the productive oapeeity of the economy.”

Shin argument ia not convincing on account of two reasons* 

firstly, an economy Is not to he leaked upon merely as a 

geographical area, but is also to he looked upon as made up 

of population residing within the given geographical area. 

Therefore it is the population which should form the base for 

the purposes of measuring and comparing the levels and rates

1d Ashok ilusira s "The Hate of Growth of the Indian Economy”, ■ 
in E.A.Gv Eobineon and M. Kidrorx (ede.)s Economic lievcloptaent 
in South Asia.(MadMliam IEA, 19?0).
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of economic development* Secondly, the very concept of 
economic development i© a relative concept* Even if a region 
h&e registered m increase in it© absolute productive capa­
city over time, but the population is growing at a faster 
rate in the region, then, the region certainly experience© a 
relative decline in it® productive capacity* If on the other 
band, v,e replace population by labour force, there will be an 
inherent bias xn the measure, because the labour productivity 
may increase along with a sharp decline in the participation 
rate of the population in economic activities, which, in turn, 
may result in a lower, per capita product. It is, therefore, to 
be expected that out of all available alternatives, per capita 
product seems to be the best criterion for measuring the level 
end rate of economic development of different States for the 

purpose of the present study*

In the second section of the present Chapter, the back­
ground for the present study in India is examined* In the 
third section, the need for the present study is examined 
and the main objective of the study ie stated. Finally, in 
the fourth section, plea of the study 1© briefly outlined.
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II. She Background s

, As 3 tree ten argues, Rtbe view that each country passes
v

through comparable stages of growth is not tenable, because 

the oo-existenoe of rich and poor countries alters the pro- 

epecte of the poor countries.” v Moreover, as Myrdal points 

out, “the underdeveloped countries are often less well endowed 

with natural resources then the present developed countries
$ gA

were when they began modern development.” We may not, 

therefore, enter into direct and detailed comparisons of the 

past or present experience of the developed countries with the 

Indian experience, but we cm certaiily compare our experience 

at present with our own experience in the past, As a background 

to the present study, therefore, information about trends in 

the regional inequalities in India during the fifties and 

early sixties as revealed by individual studies, appears 

almost inevitable. However, before we pass on to a discussion 

of the treads in regional in equalities during the fifties and 

earl.? sixties in India, it ie important to note that the 

extent and trends of international income inequality have

*19 P.Streeteas "The Frontiers of Development Studioa* * Some Issues 
of Development Policy", in The Journal of Bevel opts eat Studies. 
7ol*4, lfo,1, October, 196?.

*20 S.Iyrdali She Challenge of World Poverty.(Allen Dene The 
, Penguin Press ,TS7&J> * p»22.
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* -

their own Impact on the Income distribution within an under-
*21developed country* * * * In this context, it is interesting to 

find that "the concentration ratio increased between 1961 and 

1963, indicating increasing inequality in the distribution of

world income.**** the gap between the poor end the rich
, m 22countries of the world has increased.”

On the other tend, "the first decade of Indian Planning

does not seem to have witnessed any major decrease in inter-

state income differentials•” Q*ll*ilao concludes that '’regional

disparities have not been reduced in the course of fifteen
*24years of planning.” ^ V. F&th finds that '’economic growth 

during the 1950s and early 1960s was probably somewhat more 

rapid in the developed States then in the less developed ones*”4 

in interesting study on the regional income differentials in

*21 See, for instance, r.Streetem ”lhe Frontiers of Development 
Studies« 3©@e issues of Development Policy", QP.oit*

*22 j.H. Weaver and K.W.lftrros# "International Distribution of
Income, 1961-68”, in in&lm Economic Jouraal. ?ol*19» July-Sept 
1971. She authors have studied 'iM’ countries with population 
of 1 million and above*

*25 JC*R*0*Sair8Bl Note on Interstate Income Differentials in 
India, 1950—51 to 1960-61”, in the Journal of Development 
Studies* Vol*7, No*4, July 1971 • '

*24 s*'I. Rao s "1 Mote on Measuring Economic Distances Between
Regions in India”, op*pit., He arrives at this conclusion on 
the basis of a composite index of six indicators of develop*®^

*25 V.Natht "Regional Development in Indian Planning", in
Economic and Political Weekly, Annual lumber, Jsa* 19?$*
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India on the baeie of district income data far the year

1955-56 reveal a a positive hut weak relation between the per

capita income end the extent of regional in come inequality

as measured by coefficient of variation* * The author bints

at the possibility of regional income inequality increasing

with the passage of time ia the country * However, he expli-
*27citly states that eucb a ootidueion may not be drawn. ' If 

we consider the size income distribution in India, the most 

systematic studies on the subject assert that "the gulf between
*2Qthe rich and the poor has widened".

Thus, on the whole, regional income inequality in India 

during the fifties and early sixties seems to have remained 

ffiore or less o one tent if not increased* However, in view of 

Williamson*e hypothesis of the inverted *U* shape of the 

regional inequality curve, on the one band, and the stated 

basic objectives of national economic policy during the 

period under review on the other hand, we may not consider

*26 Cf* k*Hestons "Regional Income Differences in India and the 
♦Historical* Pattern", in The Indian Economic Journal.Vol. 15* 
Cctober-Deceiaber 1967*

*27 Ibid*
*28 bee V.M.Dandekar end 1* Rath* "Poverty in India-I, Dimensions 

and IrendB", in Economic and Political Weekly,Jaa»2.1971t 
S*0waays "The Distrioution"of Income' in'India* 1951-1968", 
in J*C. Saadesara (ed.)s The Indian Economy ~ Performance fend 
Prospects. Economic ’iJalvS^ilty' oF,’n''11""
Dombey/l 974) •
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the result that surprising after ©11. She Second five Year
. I

‘ ‘Plan states that "In any comprehensive plan of development, 
it Is axiomatic that the special seeds of the less developed 
areas should receive due attention. She pattern of invest©©at

#

must be so devised as to lead to balanced regional development.

J .C. Sandesara finds that ‘'Organised indue try has contri­
buted towards narrowing the interstate isabelanoes. •.. • It 
seems fairly clear that but for the counterweight of industry,

*30
given other things,, the imbalances would have probably widened”. 
Since organised industry is a major vehicle for the public 
sector investments in India, S* * 6«pta*s finding that **public 
sector investment activities in India over the period 1950-1966 
have contributed to reducing the spatial income disparity in 
the country*1,*^1 sees© to support Sandeeara*e contention.

Is against this, it is interesting to see that there 
exists the other side of the story else ©ad it appears to be 
equally strong, thus, for ins tea ce, some authors find that

*29 Government of India, Planning Commissions Second Five Tear 
flan. lew Delhi, 1956, p.20,

*30 J.C.Sondesara s "Industrial Economy t Objectives, Achievements, 
and Problems", in J.O.Sandesara (ed»)s gfae Indian Scon osar - 
Performance and Prospects, op.cit•

*31 S .Gupta* "She Role of Public Sector in Reducing Regional
Income Disparity in Indies Plans",' in fhe Journal of Develop­
ment Studies. Vol.9, l-lu.2, dan.1973*

CM
 e



State plea expenditures under various pirns do not show higher 

levels oi investment in less developed States end on the basis 

of similar enbLysis of the State Plan expenditures conclude 

that "reduction of regional disparities has not been consi­

dered important enough to influence either locational deci­

sions relating to large public sector projects or to merit
♦32large special provisions for development of backward areas." y 

Similarly, K.H. Reddy finds that the recoEaaendations of the
i

Finance Commissions, except the Fifth Finance Commission, are 

not in line with the objective of reducing regional dispari- 

ties. Bfc&gwati also comes to the conclusion that "Planning 

for regional balance in India has been at beat weak and at 

worst negligent and negligible". It is also pointed out 

that there was not any significant national policy with regard 

to the spatial dimensions of planning, "the State plans were 

nothing but oateloguee of demands*. Grass-root planning, which 

was supposed to form the basis for national planning, has been

32 V. latht "Regional development in Indian Planning", op.oit♦
33 Cf. X. If. Reddy s "How Par federal-Flnance Operations in India 

Result in Reduction of Regional Bioparities?", in Artha-Ylkas, 
Vol.8, Jan. 1972.

34 J*N. Bbagawati» "InterrRitianal and Regional development", in 
B.A.G. Hobineon and M.Kldron (eds. )i Sconoalo Developtaent
In South Asia. (B3ac&illan, IEA,1970).
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conspicuously absent.* " fhue, there exist eon tr adietlng 
Views on the role of the Government in influencing the degree 
of regional imbalance® in India during the fifties and sixties*

One of the probable reasons why the conclusions of the 
above-mentioned authors differ sc sharply is the fact* which 
gate revealed as soon && one even casually glances through the 
ai?ave-oited studies, that the data base of their analysis 

differs considerably* And, this type of situation is not diffi­
cult to understand. Hardly say official set of comparable data 
on State income exists in India for the fifties and early 

sixties which con he used for such studies* She authors have# 
therefor e* relied on either unofficial estimates or non- 
comparable estimates for their studies* itoua, the notorious 
data base ssay be held responsible for such totally divergent 
conclusions oa the part of different authors*

Some economist© have, therefore, refrained fro® using 
, the available data and preferred to concentrate on the broad 

issues concerning the consistency or otherwise of the various 
national objectives and the implementation aspect of the 
policies* V.V* Bhatt, for example, points out that there has

35 R.'f.Iiisra, K.V.Sundaram and V.L.t-uPrefeaea Boot Regional
Development Hanning in India, (Vikua BubliEbing House, 1974}, 
p.Tl. ‘ '
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been a remarkable lack of eoneietent policies in India# 

Excessive incentives fox- investment exist side by side with 

excessive physical control on investment# A® it turned out 

in practice, India bad neither a system of efficient planning 

nor the Laisees Fair© operated by an Invisible band# Rather, 

it had a l&ioees Pairs operated by a visifcLe hand which proved 
to be less efficient thm either#* *^ It is aleo felt that the 

licencing Policy, which is one of the major instruiaent in the 

bands of the Government to achieve the objectives regarding 

the concentration of economic powers in regions and individuals, 

suffered from serious drawbacks not only in terms of it® 

conception but core so in its implementation a® a result of
# %*J

which moot of the objectives were frustrated• J

Some economists feel that there exists a clear conflict 

between the nation el objectives of efficiency and equity. 

Een&ud, for example argues that nif, under free market forces, 

we can maximize national output, policies for greater Inter- 

regional equality will tend to reduce total output.” J

*36 Of* V.Y.Bhatt j «Bevelop®ent Strategy, Plan Process and 
Policies”, in J.G.Sandeeara (ed*)s She Indian Economy ^ 
Perforataoe end Prospects# op.cit*

*37 Cf. J.!•!» Bhag&vati and P.lesait India: Planning, for Industrie- 
ligation (Oxford University Press,1970)#

*3S B.ia.Rcnaud:"Conflicts between Kution&L Growth and Regional 
Income Inequality In a Rapidly Growing Economy t fhe Case of 
Korea”, in Economic Development and Cultural Change, Vol#21, 
Ho.3, April 1W>.
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3.Gupta also feels that the objective of reducing regional 
disparity adds aa effective constraint in maximizing national 
output and “hence* * regional development* as a separate objec­
tive, must stand ©ore on social and political considerations 
than on economic efficiency! and consequently, it normally 
appears at a later phase of economic development when the 
national cake is considered to have grown sufficiently* and the 
fruits of pfenning can be more widely chared, without signi­
ficantly hampering the development process.”*^

On the other hand* it is argued that the esse, for the
development of a backward region is essentially similar to 
that for the development of infant industries, the fundamental 
logic being the delayed profitability involving time prefe­
rence and risk subsidisation.*4*^ £•$# Hosensteln-Eodsn

observes that induced industrialization in a non-industrial
country or area does not take place automatically. It requires

*41direct as well as indirect incentives. G* SSyrd&l goes to

*39 S. Cuptat mibe Hole of Public Sector in Reducing Regional 
Income Disparity in Indian Elans% op.pit.

*40 C£. Bhsgwant Singh? “Italian Experience is Regional Economic 
Development end Leoeone for Other Countries’*, in Sconcmic 
Development end Cultux’ai Change, Vol.19, Bo.3* /ipriXT*T§S7•

*41 f.N. Hosenstein-Rodant “Hoc to Industrialize an Underdeveloped 
Area,” in W.®» leard and J.H. Cumberland (eds.}; Regional 
Economic Planning - techniques of Analysis for less Develop&fiffi 
Areas, op.cit.
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the extent of asserting that "greeter equality in under- 

developed countries to olraoet a condition for more rapid 
growth* *"*42 leard and Reiner else orgu© that "a policy of 

♦pure equalization* is necessarily a poor policy, although a 

policy toward greater equalization can be end is likely to 

be valid.

It becomes abundantly clear that the objective© of 

eoonoiflic efficiency end equity may be competitive in the 

short run and may turn out to be complementary in the long 

run.As Hobock rightly points out, "the possibilities for 

influencing regioaai disparities will vary over time and with 
the stage of development."*44 Shi© nature of the relationship 

between the objectives of efficiency and equity was also 
recognised by several Indian economists like A.14* iCbusro, J.C. 

Sandeaara, Si tin Deeai, etc., who pleaded for en integrated 

approach with concepts of an objective-mix and the trade-off 

among them to be explicitly included in the various policy

M2 G.ltyrdal: the Challenge of World Poverty, op.eit., p.54*
*43 f.Isard and t .Re inter s "Regional and national Economic Planning 

and AnaiyticaL techniques for Implementation", op.eit.
*44 S.H. Hobook: "Strategies for Regional Economic Development", 

in B.Ii. lK<M.eet R.D.Eean-and W.I.&eahy (ede.): RegionaL 
Economics. (lew York: Free Frees,1970).



21

statements of the Government.**^ However, it is important to 

note that in the initial stages of development the costs
a£l

required to reduce the regional disparity may be prohibitive. ^

She above discussion only reveals that no assertive 
statements can be made either regarding the extent and direc­
tion of regional disparity in India or regarding the effective­
ness or otherwise of the policies of the Government in this 
regard, 'i'he former is a precondition for the latter, and, it 
is all the more surprising to find that people have been 
talking very enthusiastically about the latter without psyrlng 
due attention to the former, tor example, hardly any compre­
hensive and systematic attempts eeesa to have been made eo 
far at constructing a set of estimates of State income which 
ie comparable among States end over the period of time, the 
reason m$y be that the existing data base is simply inadequate 
and quite often it is too ecanly to be meaningful - it can 
almost be taken to be totally absent* * But If cone reasonable 
guidelines to the policy ere to be provided, bold efforts are

*45 Of. (i) A.M.Kbusroi "Industrial Policy and industrial Growth", 
(ii) J.C.Bandesara* "Industrial Boo nosy s Objectives, Achieve­
ments and Problems", and (ill) Kitin Desalt "Industrial 
Policy”, in J.C.Sandeeara (ed. )t ffhe Indian Economy* Performance 
and Prospects, op.oit.

*46 Cf. 8»H. Robockt "Strategies for Regional Boon obi lc Develop­
ment" , op.clt.
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badly required in the direction of analysing the growth 
experience of different State econocies* lore attention, in 

other words, needs to be paid to the study of regional deve­
lopment then has hitherto bees paid# Only then, the quality 
of analysis and the base for policy decisions would signifi­
cantly improve.

III. Meed and Objective *
I'be need to carry out the study of India's develop­

ment experience at the State level is clearly recognised by 
J• Kacrae, when he writes that "treatment of Indian develop­
ment on a State level is an essential part of any detailed 
economic study of India.... * India as a whole is merely the 
sum of its parts and it seems unrealistic, if not Impossible 
to treat India m a whole without accounting for the widely 
differing experiences of the constituent States.”**^ It should 

be pointed cut that "the progress of the nation depends in a 
real sense, on the development of the weaker States and there 
is a danger that lerge and persistent disparities in the basic 
service levels in different States would weaken national

*47 J * Macrae : wfhe Relationship Between Agricultural and
Industrial Growth, with special Reference to the Development 
of the Punjab Economy from 1950 to 1965”, in ffhe Journal of 
Development Studies. Vol.7, xfo.4, July 1971.
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baity anfl strength'* *.*^® Zn the light of this danger, the need 

to cany out studies at the State level in India aseuroes extra 

tssportanee, because in a growing economy like India, to some 

extent at least, increasing regional economic Inequality is 

inevitable* "But in order to prevent it", as our late Prime 

Sinister Jawab&rl&l Nehru pointed out* "one ban to take measures* 

Hamely, if you leave things to themselves, wealth grows into 

more wealth*" She Third five Tear Plan, therefore, clearly 

states that "the aim must be that over a reasonable period all 

regions in the country should realize their potential for 

economic development and should attain levels of living not 
far removed from those of the nation as a whole*n#^° To 

realize the potential for economic development of different 

State economies, the need to examine the growth experience of 

different States in India during the recent past, appears to 

be almost imperative* Moreover, as pointed out by K.U.Keddy, 

the Central Government finances roughly 40$ of the State

*43 Heport of the finance Commission. 1969, p* 11.
*49 Jawaherlsl Nehru as quoted by G* wyrdal t The Challenge of 

World Poverty, op.©it*, p*53*
*50 Planning Commission, Government of Indies Third, five Tear 

Plan, p.153*
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Governments* * expenditure.***1 Any ©incare end serious attempt 

on tbe part of the ^inmoe Coiuaissioa end tbe Planning Commi­
ssion, therefore, can significantly contribute towards 
reducing the regional disparities in the levels of income*
Any aieailocation of resources on the part of these Commission, 
on the other band, cm aggravate the existing problem further.

In view of the strategic importance of the issue end 
the imperative need to carry out the detailed study of the 

growth experience of different State® in India, it is 

rather surprising to find that few systematic efforts ore 
laede.eo fer to probe into the broad questions like the 
following !

i) What is the extent of inequality in the productive 

capacities of different State economies? 
ii) What has been the behaviour of this inequality over 

a period of time?
ili) What is the extent to which different factors are

responsible for this inequality in a given base year? 
iv) What is the contribution of different factors in the 

observed growth of productive capacity in different
*51 K.K. Seddy t «How Par Federal-finance Operations in India

Eesult in reduction of iiegionaL disparities?M, op.cit.
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State economies in India*?
• v) How far does the growth experience of various State 

economies differ?
vi) What Is the contribution of different factors ia the 

interstate variations in the growth of productive 

capacity?
vii) What are the implications of the growth of different 

factors on the inequality of the productive capacity 

among States in India?

the basic objective of the present study, therefore, is 

to make an attempt to investigate these questions in detail 

and provide some specific answers which are largely in the 

nature of the first approximations. Since the present study 

is the first of its kind especially in the case of India, it 

remains largely experimen tal • fbe frame-work developed in 

order to isolate the contributions of different factors to the 

observed growth of different State economies, for instance, 

can be regarded as a novel experiment of the present stuqjr.

She main tools of analysis in the present study are the simple 

correlation techniques and the ataad&rdls&tioii procedures or 

what is generally known as the shift and share approach, the 

letter is referred to in the text throughout as identity
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approach or deviation approach, since these names more 
appropriately describe the method as compared to traditional 

names given to it*

thus, the present study aims at analysing the observed 
growth experience of different State economies in India during 
the recent pact, with a view to initiating efforts in the 
said direction, rather than pronouncing a final word on it. 
Looking to the present state of data availability in the 

countiy, and other subjective as well as objective constraints, 
this is by itself a fairly ambitious task*

IV* fhe Scope and Plan of the Study *

la the present study, basically three factor© have been 
recognised as effecting the extent of inequality in the pro­
ductive capacity of States, viz., (i) overall worker-popula­

tion ratio or worker rate which reflects 'toe attitude of the 
people at large to engage themselves economically|*^2 (ii) 

employment pattern among sectors or industrial structure 
which represents the structural factors in the economy* and

*52 It should be noted that no qualitative aspects like sincerity 
and tenacity are implied here* these qualitative aspects, 
however, may not be insignificant* 'dee, for instance, W.Arthur 
Lewies the theory of Economic growth (Illinois, 1955).



(iii) total product per wo liter or labour productivity which 
stands for the efficiency of factor© ia the eeoaorqy.*^ She 

last factor can be further divided into two factor©* via.* 
Capital-labour ratio or capital in tensity* and output-capital 
ratio or capital productivity. She former can be regarded as 

an indicator of the factor combination© and the letter, a® a 
proxy for the technological factors in a very broad sene®.
She natural resource© are not considered explicitly in the 
present study largely on account of the inadequacy end some­
times even total aon-availability of the required data at the 
State level. But capital as a factor of production to© been 
taken into account explicitly in the present study for the 
first time to interregional variations in the level and
rate of economic development.

Relative rate of change in the above-mentioned five 
factors have been taken as the determinants of the inequality 
of the growth of par capita income of different States. Since 
there in an identity relation between the level of the per-

53 Shi© factor captures all the effect of qualitative.differences 
in other factors, for example, if the region© A and B have 
identical worker rate, but in region A workers are more 
sincere than those in region B, region A will have a higher 
productivity per worker as compared to region B. .She under­
utilisation of factors and hour© of work also get reflected 
similarly ia the corresponding productivity differences.
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capita incase and the levels of these factors, we can deduce 

the identity? relation between the growth of per capita income 

and the growth of the same factors.

It should he pointed out at this stage that the present 

study examinee the factors responsible for interstate varia­

tions in the level and rate of economic development as well 

as for interstate inequality in the level and rate of economic 

development. It may appear at the first sight that the two are 
one and the same thing. However, it ie not so. £fae factors 

responsible for interstate variations end for interstate 

inequaliiy may be different inasmuch as the tools of coeffi­
cient of correlation and the deviation approach ©re different. 

If, for example, capital, intensity is highly correlated with 

the level of per capita Income according to the cross-section 

data for different States at a point of time, it is not 

necessary that the variations in cap!tel intensity ere also 

responsible for the interstate inequality in the levels of 

income. In fact, we may find that the inequality In the income 
level among States sight have been higher, had the inter­

state variations in the capital intensity been absent. She 

correlation merely gives the degree of association betvieen 

the variations in. ttoo two variables around their respective
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mean®, - arid It is dot necessarily related with tile extent of 
inequality in a given variable when the other variable (which
is ;s component of the first variable) la supposed to remain

* \
\

constant.

Another important thing to note about the present study 
is that it is a study of the growth experience of various 
State economies in India) and hence* it relates,to more than 
one point of time. We have selected two different points of 
time at the interval of a decade for our purpose* i’he initial 
year or the base year for the study has been chosen to be 
1960-61 and. the end year or the terminal year has been chosen 
to be 1970-71* fbe choice of these two years is exclusively 
governed by the data availability on the factors of production 
and population in different State economies in India*

loreoVer, the present study divides each State eoonoiisy 
into three broad sectors, vis., the primary sector, the 
secondary' sector, and the tertiary sector, the sectors being

i

defined la the tr&aitional way, Further sectoral classifica­
tion in not attempted here largely on account of the nature 
of data on employment and capital stock* In future, when more 
adequate data are made available, the present work can 
certainly be extended to cover as meny sectors as possible.
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It efeould filso be pointed out that the present study 

includes neither all the States as existing todc^ nor the 

Bnion territories, firstly beeauee data on income and capital 

stock are not available for all these regionsi and secondly 

because the States and the Union territories which are excluded 

ia the present study do not, as of now, constitute individually 

a significant part of the national economy* the criterion 

adopted for the purpose of including a particular State or 

Union territory in the present study is that the population of 

that particular State or Union territory must exceed at least 

of the total population of the country. It is felt that 

this is a fairly reasonable criterion because population of 

the region it the only weight that is commonly applied to a 

particular regional problem in order to know the real magni­

tude of the problem at the national level. When we apply this 

criterion, we find that fifteen States in the country qualify 

for consideration and enalyeio in the present study* ifeeoe 

fifteen major States of India in the alphabetic order are t 

Andhra Pradesh, Assam, Bihar, Gujarat, Haryana, Kerne.taka, 

Kerala, Madhya Pradesh, Maharashtra, Orissa, Punjab, Rajos- 

then, Samil K'adu, Uttar Pradesh and West Bengal. In the text- 

-tabl 98 as well as in the appendix tables in the present 

study, Andhra Pradesh, Madhya Pradesh,, Uttar Pradesh and
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anti West Bengal are referred t© as Andhra, M.B., B.B. and 
W.Bengal respectively. It in laportant to^ote farther that 

in the present atudy, Assam Includes Meghalaya which ie now 
a separate State. Karnataka and faail iadu were previously 
known ae Mysore end Madras respectively. Moreover, Bunjab 
and Haryana were separated from the Old Buajab State in 1966. 

Borne data are available for these two States separately for 
the year 1960-61, for the rest of the data either ratio or 
rate of growth of the old Punjab State, whichever is found 
more appropriate in the context of the specific problem to 
be tackled, has been applied to separate the data for Haryana 
and Bun Jab in the year 1960-61 •

The Appendix Table 1A.1 below gives sane important and 
useful information about the fifteen major States of India 
for the two years, 1960-61 and 1970-71*

the present study is divided into eight Chapters. She 
Second Chapter is devoted to the derivation of a set of 
comparable and consistent estimates of net State imestic 
Product at factor cost at 1960-61 prices for each of the 
fifteen major States for the two bench-mark years, viz., 
1960-61 and 1970-71• The third Chapter, then, examines the
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structure and growth of differs at State economies after 
. examining the extent end trend in the State income Inequa­
lity in India during the sixties. In the fourth Chapter, 
comparaele and cone latent set of estimates of worker rate 
and industrial structure for the two bench-mark years is 
derived, the fifth Chapter deals with the derivation of 
comparable and consistent set of estimates for the capital 
intensity and capital productivity ia the Indian States*
Thus, after deriving the necessary information on the income, 
employ merit end capital stock for the two bench-mark years in 
different States in the see end, fourth end fifth Chapters 
respectively, the Sixth Chapter is devoted to the analysis 
of the extent of the State income inequality in the base 
year and the factors responsible for the same. The seventh 
Chapter is, then, devoted to a detailed analysis of the 
interstate variations as well as inequality in economic growth 
between 1960-61 and 1970-71 in India, The eighth and final 
Chapter summarises condscions of the study with a brief 
outline of the areas for further research.

The appendix at the end of each Chapter (except the 
last one) contains some tables which ere referred to in the 

text of the Chapter, but are not directly analysed in the
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text. To distinguish such appendix tables from the text 

tables, letter *A* 1b att&ebed to the number of the Chapter 

ia the aerial number of the appendix table, end the appendix 

tables are separately numbered* For example, Table 3.2 means 

the second table in the text of third Chapter, while Appendix 

Table 3A.2 m®&.m the second table of the Appendix to the 

third Chapter.
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