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Chapter One

SCOFRE AND PLAN OF THE STUIY

I. Introduetion 3

4 netion initielly grows because cowme of the regions
within the nation grow with the passsge of time. In the very
early steges of developwent of & nation, the economic growth
tekes place only &t & few centree in the whole spice. Slowly
and gradually, it gets diffused %o an incressing number of
such centres covering most of the regions in the céuntny. 1%
is some times said, therefore, thet "1nter£egion&1 inequal ity
of growth is an lnevitable concomitant and condition of growth
itaelf."§1 It follows logicelly that regional ilmbelonce in
the levels of economic development is but & natursl outcome
of the very process of the econmic growth in a nstion. The
polarigation of the economlc growth in & nation moy largely
be due to the fmot that "natural resources are not evenly
ﬁiatributéd ssoug the regions of & nation. Access to najor
narkets (including foreign) is nececeerily unequal...
Inherited 'know~how' anpd labour skills are also unequsally

Le©s Hirechnan s The Strategy of Econcmic Ievelopment, (New
Haven : Yale Univernity Press, 1959) De1583e
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distributed, though such inequality is more subjeect to
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chenge." © yyrdal feels that the basic forces at work are

' dlsequilibrating in ceture. In other words, once the divergerce

frou the equiiy occcure, the forges at work would be such that
there is further divergence. Although liyrdsl recognises that
"the higher the level of economic development thet a comntry
has already attained, the stronger the spread effects will
usuelly be", be feels that the "backwash effects’ are on en
average aore powerful than ;he 'spread effecta’.?B 0n the other
hend, Hirschman feels that eventually, 'trieckling-down

efiects' would gein the upper hend over the ‘polarization

effecte’,*4 Ap Hirschmen points out, Myrdal is prevoccupied

‘with the doctrine of cunulative ceusstion end hence ignores

the energence of the strong forces meking for B8 turning goint.'ﬁ

¥. Isard end 7. Reiner : "Heglonel snd Estloml Econvule
Plenning end indytioal Technigues For Implementation®, in
Y. Isard end J.He. Cumberland (eds.): Regionsl Economic Flau-

ning ~ Techniquee of Anslvais for Lecs ieveloped Are&s,
(Feris: Turopeen Productivity Agency, 1961 ).

Gf. G. Myrduls Bconpmlic Theory snd Underdeveloped Reglons

(Loneon: 1957). Dee also H.Bs Hughes: "interregional Income
bifferencess Beli Perpetuation”, ln Seouthern Reonomic Journsl,
Vol.EE, July, 1961, . .

Cf. 2,0, Hirechman: The Strategy of Economic leveloprent,op.clt.,
Ppe183=201, With come dilierences in the euphesic, giraeﬁmam'a
*erickling~down effectst ere broadly equivalent to Myrdel's

‘aprecd effecta’ and Hirecheen'se *polarization effects' are
broadly equivelent to Myrdal's 'beckwesh effects'.

1bld.
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Hovever, both the scholars seem tc sgree that in the eearly
4
stokes of development, the reglonal inequel Lties tend to

. *6
inecreane.

In an excellent céa&e-aeetian end time series otudy of
severel leeding nations of the world, J.G. Williamson arrives
et a similar conclusion. He not only finds thet "in the initial
etages of nationel developrent regional inequality ie likely
to incresse®, bdut also finds thaet the reglonel inequality
curve is likely to be of e inverted 'V’ shape with respect
t0 natlon's level of 6&velopmen%.*? He explaine this type of
the sbepe of a regioml inequality ocurve mainly with the help
of fouwr factors, viz., labour xéigratian, eapitel migration,

interregional linkeges, and Centrel Government's poligy.

The essence of the baslc srgument s that because of
selective migration of labour, woiker rate tends to rise in
the rich regions =md fall in the poor reglons. Pupther, there

8lso occurs quelitative deterioration in the working force of

it ie interesting to note thet durlng the *'Teke-ufl', inoome
inequdl ities tend to increoase., See, W,W, Hostowt: "The fake~0ff
isto Self-Bustained Heonomic Growih®, Zeomonic Jpurnal, Vol.66,
iiereh, 19565 also I.R. Eravio: "Heononic vevelopaend end

Income Iistrivution®™, in Bedcomic Develenment end Culturel
Charnre,Vol.11, No.2, Pert i, 3m1;ax'y, W'g ,

Ofe JeG. Yilliemson : "Heglonal Inequeliiy end the Process of
Ketional Developuenit & Uescription of the Fatierns®, in :
Economig Uevelopment aud Cultural Change, Vol.13, Ho.d,

FErt i, duly, 1965,
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the poor regiona.*g Therefore, the internal lebour migration,

in 81l probabilify, tends to incresse reglonsl lnoome in-

': equalities at least in the Initizl sisges of natiorsl

developmen$. Noreover, "external economies snd general bene-
fits derived from sgglomeratiorn of capital projecte in the
relatively rioh regions msy oceuse cepiisl to emigrete frouw

the poor to the rich, tending %o secelerate interregional

inequality KAL) Bimilorly, there is likely to ve a lack of

interregionsl linksges especislly in the eerly stdges of
netionel development, with the result that the spreed sffect
of technical chenge, soclal change, and income multipliers
ere winimized. Bven the Central Government's policy ie likely
to werk in fevour of thé rich regionﬁ'anﬁ agémét the poor
regions, 1f the nationsl objsctive is to attaln msximum

growth in the econsmy. In the allocation of investuwent, the

Thig argumami is put forwerd by CG. Hyrdal.As agsinst thils,
Okum and Hicbardsos argue sast in the underdeveloped egonoules,
merginal product of lebour might be zZero, hence out-migrstion
helps iuvroving per oapita lncouwe. Horedover, becsuse of the
sut-migration, the cepltael intemsity in the region lncrsases.
On the other hand, ihe receiviung region mey face the migrants
with very poor qud ity snd egein in the child-betring cge~
-zroupe Therefore "no genersl proposition cen be formuleted
eoncerning the effwct of internal migration on regionsal ine
equelity of per capite incoume™. Por further disouseion see,
BeOkum and R.¥e Richaydoonst "RHeglonsl Incone Inequelity armd
Interanl Fopulatlon HigretionY, iz Lconumic Tevelopment &nd
Cultural Chenge,Vol.9, %0.2, Jan.1961.

J.Gs ¥illiamoon s "Reglonel Imequudl ity =nd Frocess of
Hationel Development: A Desceription of the Fatterns®, op.eit.




: 51@11 rogions might get priovitys the licensing policy and
f;aﬁmwl tariff policy mey slso fevour the rich &8 coumpered
£o the poor regions. Itely end G.8.4. are the extzples of
such development iteliing plaoce in the early steges of

developmemt.*m

Increasing reglonel ineguallties in the early stages of
netionsl development may, thng, be explained in terms of the
sbove-neationed four factores. However, after & gertain stage
of national development i® resched, an a&tmmtic reversel in

"¢hie trend is likely to occurs '

it ray be referred to as
regionel convergence or depolarimation walch is likely t0 be

cunbulative once i1 staprtn.

Thus, the inverted 'U' ghape of the regionsl inequulity
curve eppears to be quite coavinelng end plensible hypothesis
about the relationshlip between the level of matiomal develop~
ment snd the regional inequslity. However, st this stege, two
problens arise in practice, if the hypothesls is t0 be

subjected to some sort of en eupiriocsl investigation. The

#10 ¢f. Ibid.

#*11 For sn explanstion of the reversal in terms of the same four
fectors, see J.6. Williangon: Ibid« However Pasterlin
feels that convergence is not inevitsble since factora
vorking sgainst it are geaerslly dynemic ones. Heg R.h.Easter-
lin: “ucng Tersa Regionel Income Chengess Sone Huggested
Pactore", in Papere end Frooceedinge of the Reglonsel Scieunce
Association, Vol.4, 1956




first one is about the ckact ﬁeliééatioa of regione in &

.. pation, md the esecond one iz sbout the selection of & crite~

rion to meesure the extent of regionel inequality in the level

2
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snd rete of econcuic development.

Considerable attention ceems to heve been peld to the
problen of defining e regional uait for the etudy of regional
variations in econcmic development in the litersture on
regional economici. 2 Ia the case of Indis, the few studies
on the'ragiagal variations in developmont that have been nede
at somewhet éggregate level, hove taken Ltates ap their
regional units. As one of the recent studtes on & similar
subject points out, “"for the purpose of aaalyais in thia
gtudy, the State has been taiken for the regional unit because
only at fhe Stete level regional data necessery for the study
tve avallavle." '° It is needless to mentlon that if & etudy
on the most organized sector of the econcmy had to feleat the |
State as the regionel unit on ibe conelderastions of date

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

For detalls see, J+R. Hoyer : "Reglonel Economics: A Survey",
in Awericen Econocmice Amsocilation, RoyalXeonomice Socletys -
Surveys of Eeornowie Theory, Vol.Il, GYrowth end Developoent,
{iacniillan, 1966/, ‘

De¥e Lakdewals, Y.E. Alagh, and A. Sarpa 3 Reglonel Varistions
in Isdustrial Tevelopment, Honograph Seriee 2, (Nardar ratel
inetitute of Geonomic end Socisl Research, Abmedsbad, 1974) ped.
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761mply be any other alternative. However, we mey eloo mention

%nather‘impurtant.reaaan behind selecting Stutes as the
regionalfnite. In the type of the politleal otruoture that
India at present hes, States are recognised to be extremely .
importent sdminisirative units, Lech State in Indla has its
own elected Leglsletive &saembly\and 8 e¢ouncil of Hinisters.
Though the Centre hae & good deal of control over the paliQ
tical sné econonie affesirs of different Ytates, the locsal
prodbiemeé ere dealt with by the respective Utate governmenta.
It 1= this sepect whick lends & distinotive character ¢
States in Indie. It 1s beocsuse each Stete hae its own govern-
uent which represents the resl grouping of local sentlument
and intereat thot an enslyeis of the levels of living end
levele of developnent of diffcrent Jtates sesumes opecial

significance,

48 far as the seocond problenm of seleotling a oriterien
for meansuring the level and ra%é of economic development 1s
concerned, we may sicrtd by oxanining the implicétiona of the
term ‘economic development's "The terw 'econcusie prpgreaa}
represents 8 broand group of economic gnd ﬂaciél,ahjectivea

with welfere, cfficlency and volume 00&notations.”ﬁ14 @hiﬁ:

Hefe Porloff 3 Problems of fAsopesdly Regionsal Econsumic
Progress®, in Haetlousl Bureau of Ecoaomic Research: Reglonel
Income, Btudies in Income and Wealth, Vol.21, 1987.




does not imply that the econsmic development is largely

. - gualitative in nature. Lo fact, Yeconomic growthk is & process

whose basle charecteristlies are guantitaitivess. o Reduction

*15

16

&
t0 soume messureoment bosls is, itherefore, inescapable’. 15 The
provlem arlses primerily because there are several indicators

of the level of developwent of & region. The Cengus of Indliae

1961 uses gp nmerny as 30 indicators of the level of development
of & region, and thea, prepercee & composite index of develop~-
aent baéeé on their csv&ria&ion.*?é it shoulé be noted in the
first place, that thie procedure ey yield eome satiofactory
results for comparison of the leyele of developuent among
different reglone, but thet it may be too compliceted to Field
vexy‘sa%isfac%ony resulto for comparison of ithe economic
growth of different r@giaﬁé. Koreover, sizce we have selected
Utates ag our reglonel uniis, thg nore relevant question is to
compare the levels of mggregete econcmlic sctivities teking

plece in dirfercnt States, mnd the rate at wbhlobh they grow in

. Kuznets : "Cuentitative Aspects of the Heoncmic Growth of
Bations - I. Levels and Varisbility of Rates of Growth",

in [conopic Development end Cultural Chenge, Vel.5, Cetober,
1956,

Genpus of Indin 1961, Vol.1, Part-I-i(i), Levels of Reg%anal
Jevelopueht in 4nuié (Delbls 1965); 8leo pee DL RB0 § "4
Hiote on heasuring Lconomic Distance between lleglons in Indis®,
in bcononmic end Peliticel Veekly, April 28, 1973, p.793.
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. ¢ifferent States. In othér wor&s; in the present context, we
ghould be interested in compering the levels and the rates
of grouth of the total of econouic goods ‘end aerv1cea prod uced
in difforent dtetes. Thus, we mespure the level of develop~
ment of & given Stete in terms of toitsl income or proéuotion

within the rfegion.

Even bere, we find that in different countrics, different
neasures of regienal develosment are used. In ?uerta Rico, 1t
is vedlen income per :zamily; in Horwey, i+ i& asseseed income
per capita; in Germany, it 18 nat netional product at fector
cost peé capite; in the Unitsd States, 1t is personsl inocoue
per capite; In Caneds, it is“inceme aacruing per oaplita, etc.*17
However, in Indis, the datn zre aveilsble onl} on the Het
Dorestiie Product at foctor oost at the “itate level. Henve, we
heve to use per capite Stete Dumestic Product at factor cost

%o messure the level ond retes of econcmle develepment in

Gifferent States,

*17 Yor further details, sce J.G.Willicuweon ¢ "Regional Ine-
equelity ond the Process of Fatiornal Jeveloprenti o Descrip-
tiou of the Fattecrans®, opscites ¥.De Choudhurys “Feencmle
Dietzuce Anmg deglionsd A Statisticel Anelyeis™, in Eeonomic
Developuont and Cultural Chanpe, Vol.19, MNo.4, July 19713
Tedtali, LODINSONR (Bde) I Eackwsrd bress in Advenced Gouniries,
lnternational Economle ASSocietidn, (Weaiillan,? 175657,
Introduction
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At thie stage, it is importent o note that Ashok Rudra
has %n cbjsetion‘aguinst the usze of per ¢eplte roduet to
rai’iect productive eupacity of the econonmy. According to him,
*there seems to be & very wide ogreement emong economic
stetisticians thal per ceplta product congtltuies the momt
appropriste index with which to messure or compure growth,
despite 8ll the wellwknown end scknovledged imperfections
that avtend upon itesess Growth of populaiicn in the case of
& lebour surplus econony mey not, hovever, beo inferpreted &8s
an index of the change in the employment of labour.The per
capita product, likewice, is only the resuli of sn erithmetic
operation. It‘dues messure, in & rough aorf of way, the average
welrare of the citizens, but certeinly does not reflect in any
way changes in the produetive cepsolty ¢f the eaonbmy.“*1a

Zhis argunent i not ccnviueiug on account of two ressonad
Pireitly, an ecoudmy 1s a0% 0 be looked upon merely 2s &
geograpiceal ares, but is also % be looked upon as nede up
of population rgaiuigg wlthin the glven gesgrappical &refie
Therefore i1 is the populetion waieh should fors the base for

tae purposes of wessuring and cotipsring the levels and retge

Ashok Rudzra 1 “The Hete of Growih of +the Indien Economy", .
in E.A.G. Robineon ond H. Kidron (eds.): Economic Pevelopment
in South Asla,(Mediiliaar IBA, 1970).
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of economic development. becondly, the very concept of
economic develepment is a rels tive concepts Eveu i & reglon
bas regletered an incresge in 1its alsolute produetive cappw
city over time, but the populstion is growing at & fa&ter'
rate in the region, then, tée reglion certainiy experiences &

' relative decline in it productive capscity. If on the other
band, we reploce populetion by labour force, there will be on
lcherent bias in the wessure, begzuse the lesbour productivity
may lnecrease slong with a sberp decilne in the participation
rate of the population in economic ectivities, which, in turn,
may result in & lower per caplte product.s It is, therefoure, to
be expaeted that out of all avallsble al ternatives, per capite
product Seeus 1o be the best criterion for messuring the level
snd rate of ecénemic developuwent of different States for the

purpose of the present study.

In the pecond section of the present Chapter, the baok-
ground for the present etudy in Indis ie exemined. In the
third section, the need for the piseent study is ex&mined"
&nd the main objective of the study ie sisted. Pinally, in
the fourth section, plen of the study 1is briefly‘outlinea.



§
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through comparable stegee of growth las not fensble, becsuse

12

I1. Z%be Beckground :

is Bireeten argues, "the view that each country pecves

the co=exlstence of rich &nd poor counirier alters the pro-

‘apects of the poor Gauntrisa.“”g Horeover, as lyrdal peints

out, "the u.derdeveloped countries erc sften lems well endowed
with natursl resourcee then the present developed countries
were when they began modemn ﬂevelopment.“”ee Ve may nok,
therefore, enter into direct and detailed aaz:zparmonavaf the
puat or present experlence of the developed countries with the
Ingian experience, but we e¢mn certalsly compare our experilence
at present. with our own experience in the past. As & background
to the present study, thersfore, izzf_wraatmln sbout trende in
the regiondl inegudlities fig Indle ﬁurmé. the fifties and
early sixtles os revealed by individuel studies, sppears
almwost inevitsbls. However, before we pass on 40 & discussion
of the trends in regional inequellties during the fifties aund
early sixties in Indle, it ie iamportant to anote thet the

" extent and trends of internstional income ineguulity have

*1@

*20

. Penguitt Fresg,1G10), DPsics

F.Otreetens "The Proatiers of Developuenit Studiesnt Gome lsbues
of Development Policy", in The Journsl of Developuent Studies,
Yol.4, Hosl, Cctober, 1967, )

Gelyrdal: She Grallenge of ¥orld Foverty,(illeam Lune The
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their own lmpsct on th@‘iﬂcama.aiatﬁibuﬁiom withip an under-
developed country. 2! In this context, 1t is intereeting o
find that "the concentration ratloe increased between 1961 and
1468, icdloating incressing imequslity im the distribution of
world income.esss the gap between the poor ond the rich

countries of the world hes inoresped." 22

Gn the other hend, "the first decade of Indien Flanning
doee not seem t0 heve withessed eny wejor decresse in inter-

n*23 S.{.R80 concludes that "regional

state income diilerentiamle.
dispariiies bave not been reduced in ithe course of fifteen
years of planning."§24 ¥ Fath finde thet Yeqonoumic growth
during the 19508 end early 19608 wae probably somewhat wore

rapld in the developed States them in the lesn developed ones.s

- An interesting etudy on the regionsl income differentisle in

21

®22

%29

24

*25

S5ee, for inotence, P.Streetent “The Prontiers of Jevelopument
Studiess dowe Iesues of Development Yoligy", o 81t

JeHe Verver &nd N.W.lyront “Interaationcl Distribution of
Income, 1961~68", in indlen ¥eowomic Journal, Vol.19, July-Sept
1971. The authors bhuve Gtudlied 122 pountrie® with population
of 1 million oend above, ' ‘

EuReGolNoiri®s Note on lnterstate Income Differentials in
Indie, 19590-51 %o 1960-61", in The Journsl of Development
Studies, Vol.7, Ko.d4, July 1971, *
Bek. Hao 3 "4 Hote on Heasuring Economic Distences Fetween

hegions in Irdim™, op.cii., He srrives at this conclusion on
the beals of a cowposite index of six indlcators of developuent,

\
Veliath: “"Heglonal Development in Indien Fleaning®, io
Eeconomic ood Folitical Weekly, Annuel Humber, den. 1970,
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india on the basie of bistrict income dats for the yesr

- 1555-56 reverls & positive but wesk relution het@een the per

“-eapié;a income and the extent of reglona iacoume inequallty

*26 The asuthor hints

o8 measured by coefficient of varletion.
ot the possioility of regional lncome inequality inereasing
with the pasesge of time in the couniry. However, he expli-
citly states that such & copolusion may not be amwn.,*w If
we eansiée;;* the size income distribution in Indis, the most
systematic studlee on the subjlect sssert that "the gulf between
the rich end the poor has widemed®. 20

Thus, on the whole, regional incoume inequality in Indis
during the fifties end early eixties sesms top have remained
wore or leze oonstent if not inoreased. lowever, in view of
Willicmeon's hypothesis of the inverted 'U* shape of the
regional ineguslity ourve, on the one hand, and the siated
basie ébjectives of national economie policy during the

period under review on the otuer bhaud, we mey not counsider

Cf. 2.Heston: "Reglonel Iucome Piiferences in Indis end the
‘Historioal' Pattern”, in fhe Indlen Eeonomie Journsl,Vol.i5,

Cotober-December 1967. A
Ibid. |

See VeX.bDandeksr eand §. Bath: "Poverty in Indie~I, Dluensions
end Sprende”, in Yoonomle end Foliticel Weekly,fan.2,1871;
Selvamy s "The DiBEtrivution o1 Lucowe in Lnaias 1951-1968°,

in J.C. sundesars (ed.)s Zhe Indien ELconomy - Yerformnce and
Prospectis, %coaamic Serie® Ho.23, (Dombays UBLversity of
ombey, 14974 7. .
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the result thet surprising alter ell. The Second Five Year

‘ %;gg states timt "In any coupreheneive pi@a.of developsent,
it 1s sxiomatiec that tbe special needs of the less developed
areas should recelve due attention. The pattern of invesiaent

must be 50 devieed a5 to ieaa to balenced reglonal developmenttgg

J+Cs Sondesara finds that "Orgenised wndustry hes contri-
buted towards narrowing the intersteate imbelanceS.ce«s. It
seene fairly clear that but for the counterweight of industry,
given other things, the imbalences would have prqh&hly wiﬂeneﬁ:?o

Since afganise& induetry is & wajor vehicle for the public

sector investments in Indls, &. Gupta's {inding thut “public

sector investoent metlvities in India over the pericd 1350-1966

have contributed to reduecing the epstisl income disparity in

»
the country*, 3 seers 1o supportd Sendesera's contention.

4e ageinet this, 1t i interesting % see thet there
existe the other slde of the story also end it appsars 1o be

equally stroug. Thus, for instence, soume suthors find that

#29 Governuent of Indism, Plenning Commission: Second Five Yeer
Plen, Hdew Dlelhi, 1956, p.20, '

*30 J.CeBnndesara ;3 "Indus trial Econony: ijéctivaé, hehlovenents,
end Probleme", in J.U.Sandesara (ed.): the Indlen Economy -
Performence end Frospeote, op.cit. ‘

#31 S.Guptat "The Role of Public Sector in Reducing HRegional
Income Disparity in Indion Flens®, iz The Jouwrngl of levelep-
ment Dtudles, Vol.9, H0.2, Jan.1973, ( .
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~Btate plan exponditures under various plens do not show higher

flevels oi investment in lesc developed States exd on the baspis

of eimilar enelysis of the Stete Plan expenditures conolude
that "reduction of reglonsl disperities heis not been conpi-
dered iwmportaant encugh to influence eith@r locationsl deoi-
gions relating %o lasge public sector projects or to merit

large specizl provisions fox development of teckward areaa.”*32

fipilerly, K.d. Reddy finds that the recormmendations of the
]

‘Pinance Commissions, except the FPifth Finsnce Couwmission, are

not in line with the objective of reduecing regionel disperi-
ties.*sa Bezgwati sleo comes to the conclusion that "Plenning

for regional balance in India haz been 8t heatrweak and at

worst negligent end n@gligible".*34 It is eleo pointed out

*32
%33

*34

that there was not say eignificent nationel poligy with regard
to the spstid dimensions of planning. “"the State plans were
nothing but catelogues of demends, Orase-root planning, wbich

wos supposed W form the basis for natioual planning, bes been

Vs Xath: "Reglonal Developpent in Indien ?lannihg", oLt

¢fy KeleReddys "How Far Pedersl-Finence CUperstions in Indla
Pesult in Reduction of Regionel uiﬁparit les?Y, in Artha-Yikas,
Vul.&, Jan1972.

JeN. Bhogeawetlis "Intermmtional and Negionel Develaﬁment“ in
E.A.G. Robinson and N.Kidron (eds.)i Economic %evelenwent
in -South hsie, (¥eclillan, IRA,1970)."
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cw ,
conepigpously absent."*35 Thus, there exist contradicting

o ﬁ}ew& on the role of the Governwesnt in influeneing the degree

of reglonal imbelsnmces in Indie durlng the fifties and sixties.

One of the probable reasons why thé conclusions of the
above-mentiéneﬁ suttors difler 5o sharply is the faet, whieh
géte revéaleﬁ a8 soon &8 ohe even casuslly glances through the
above-olted studien, that the dets beme of tielr mnalysis
difiers considerably. And this type of situstion is not diffi-
cult to understend. Herdly sny official wmet of comparable data
on State income exists im Indim for the fifties snd esrly ‘

sixties which ctn be used for such studies. Bhe suthors uave,

therefore, relied on 9§ther unofficiel estinates or none-

comperable estimetes for their studies. lhuas, the notorious
date base ngy be held responsible for such totally divergent

conclusions oa the part of different authoro.

Some econcmists have, therefore, refralned from using

. the avallable dste and preferred to concentrate on the Wwroad

35

issues conesrning the consigteney or ctherwisce of the variocus
notionsl objectives and the implementation cepect of the

policiese Y.V. Bhait, for excmple, points out that there hes

Re¥isre, K.V.Sundases end VLol Erehosa Rao: Regionsl
Development Plenuing in Indis, (Vikes Zubllebing Houee,1974),
Peils . ‘
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been & ressrkeble lack of eonsieient policies in India.

Bxcesuive incentives for invesiment exiest side by side with

excevBive physicel controel aﬁ nventuents A8 1t turned out

in practice, Indiz bad ueither & systen of effiocient plenning
nor the bLajsses Faire operated by én invieible band. Rether,
it‘had & Laisser Paire operated by o visltle hand which proved
to le less efflclent thm either.§36 It is slvo felt that the
Licensing Follicy, which is one of the pajor instrument in the
bands of the Govermweat to achleve the objeotives regarding

the concentration of econcmie powers in reglons and .indlviduels,
éuffered from serious drawbacks not only in terms of ite
conception but more 8o in its implementetion as & result of

which moot of the oblectives were fruatnate&.*gv

Sone econonists feel that there exisis e clesr conflict
beilwewms the natlonel objectives of efficiency and equity.
Renaud, for exaumple argues that "if, under free market forces,
we can mexivize national outpuy, policles for grester inter-

regiopal eguality will terd Vo reduce totel eutput‘“ﬁag

Cf. V.¥.Bhatt : "Developuent Strategy, Flan ?raceae>aﬁﬁ
Policies”, in J.C.Sendesura (ed.): Ihe Indisn Sconomy =
Performence end Proopecte, op.clts

Gf. Jolls Dhogavatl and P.lesads Indind Planuing for Industriae-
lizaticon (Oxford University Press,197G), '

BeileRenauds "Conflicts be tween Nationsl Growith and Regiosal

Income lusquelity in e Rapldly CGrowing Beoumouy: The Case of
Korea®, in Iconomiec Development sné Cultural Change, Yol.21,
Eﬁ.g, April ig?g. '
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‘S.Gupte also feels that the objective of reducing regionml

disparity edds an effective constreint in meximizing netional

cutput eand "hence, regionsl development, as & eeparate ovbjec-

#39
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tive, must stend more on eseiml and political considerutions
then on economic efficiencyj end aonaequaﬁtly, it normally
sppears at o later pbese of economic development when tho
netional cske is cineidered to heve grown sufficlently, and tihe
frults of plenning can be mwore widely shared without sigai-

ficantly hamperiag the development pracnaa."*ag

Un the other hand, LIt im argued that the cuse for the
developuent of & baokwerd region is essentislly slimilar to
that for the developzent of infuat indusizries, the fundamental

logic being the delayed profitability involving time prefe-

‘Tence end risk aubaidization-*éo .M. Hosensteln-Roden

observes that induced industrializaetion in & non-industzrial
country or area does not takeAplaac antomatically. It requires

. L}
dlrect =5 well as indirect incentives. 41 6. Myrdal goes to

S. Guptat "the Lole of‘Puhl}c Sector ixn Hedueing Reglonal
Income Dlsperity in Indian Flens", op.cit.

Cfe. Bocgwant Slngh: "Iialian Gxperience in Heglonal Econoumic
Developruent end Leesone For Uther Countries', in Bconcmie
Development end Culfural Ohsage, Vol.15, Fo.3, April, 1567«

P.N, Roserstein-Rodsn: "How to Iundustrieslize sn Underdeveloped
Area,™ in W.B Isard and J.H. Cumberlard (eds.}s Regionel
Zeonocnic Ylanniog - Techniaues of Anelysis for Less Develop
AreRs, OpP.CLt.
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the extent of asserting that “grester egquelity ‘in under-
developed countries is dlwost & condition for more repid

' growth,“ﬁé? ipard and Reiner slso srgue that ”n'péiiqy of
fpure equel ization' is necesderily & poor policgy, «lthough &
policy toward grewter equalisatiﬁn can be énd is likely to

be velid.® ¥7

It becomes abundantly cleaxr that the objectivesn of
economic efficiency end equity wsy be competitive in the
phort run and may turn out to be couplementary in the long
TUNAB ﬁoheaﬁ rightiy points out, Ythe poseibilities for
iufluencing regional disparities will very over time and with
the stage of development."§¢4 fhis nstture of the relationship
betwveen the objectives of efficiency snd equity wes also
recognised by severul Indien economiets llke Adis Kbusro, J.C.
Zundessra, Hitin Desal, etc., whio pletded for en integrated
approach wlth concepis of an aﬁééctive-mix and the trede-~pff

erong them to be explicitly included in the verious poligy

242 §.lyrdals Che Cuallenge of World Poverty, oD.cits, P.54. :
*43 ¥Y.lsard and T.Selner 3 "heglonal and Dastionel BEcoonomie Planning
and snalyticdl Technigues for Iumplementation™, o‘.cﬁ..

*44 5.H. Roboock: "Strategics for Regiounal Beoanvmic bevelopument®,
in D.L. lYicKee, ReD.Dean wod WeH.Dheahy (ede.): Beglonsl
Beonomiecs, {(New Yorks Free Press,1970).
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-Blatements of the Govgrnment.*4§ However, it is ioportent to

note that in the initiel stages of development the costis

required to reduce the regional disperity may be prehihitivu.*4€

The above discussion only reveals that no essertlive
statenents can be mede elther regerding the extent and direc~
tion of regional disparity in Indie or regardiﬁg the effective~
ness or otherwice eof the policies of the Governmenti in this
regard. The former is a preconditlon for the letter, and, it
ie 8ll the more surprising to find thst people have been
talking very eanthusissticelly ebout the letter without peylng
due attenticnu to the former. For example, hardly any compre-
hensive and systemetic sttempis seen o have been nede o0
far at constructing & set of estimates of State income which
ie comparsble amng 5taies end over the period éf tize. The
reason may be that the existing dais baee i aiéply inadequate
and quite often it io too scanty to be cesniagful - it cén
almost bve tsken 10 be totally absent. Hut if come reusonable
guldelines to the policy are to be provided, bold efforte are
Gfs (1) A Ebusroy "Industriel Polioy end incdustriel Growth®,
(1i) J.C.Sandesarat "Iipndustriel Lconomy: Objectives, Achieve-
ments end Problems®, snd (iii) Fitin. Desait "Industrial

Poliey™, in J.CeSandesarn (ed.)s The Lndisn Fconomyt: Perforuance
end Frospects, op.cit. ' ‘

¢fe Su8. Robock: "Strategles for Kegionel Economic Develop=-
went®, op.git. .
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bedly required in the direction of snelysing the'gwwwﬂz
experience of different ﬁéate econonien. Wore attention, in
other w§rds, needs to be pald to the study of regionel deve-
lopment then has hitherto been psld. Only then, the quality
of %nalyéis and the bese for policy decisions would signifi-

cantly lnvrove.

1II. Heed ord Objective ¢

The need 1o omrry out thé study of Inﬁié's develop~
went experlence at the State level is clesrly recognised by
Jd. Facree, when he writes that "treataent of Indlan develop~-
ment on & State level i an escentisl part of any‘aatailad
ecowomic study of Indléseses Indie as a whole 12 merely the
gum of ite parte =and 1t sceme unreselietic, 1f not impossible
to treat Imdie 28 & whole without accounting Ffor the widely
4iffering experlerces of the constituent %tate&.“*47 It should
be pointed oul that “the progress of the netion dependa in &
real sense, on the development of the weakeir States snd there
is 8 danger theat lurge and persis tent &iegﬁritie& ia the basic

service levels in different Siater would wetken metionel

de Hacrae : "The Relztionship Detween sgriculitural end .
industrisl Growth, with special Reference to the Developuent
of the Funjadb Economy frow 1950 to 1965Y, in The Journal of
Development Studies, Vol.7, Ho.4, July 1971.
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wnity aund etrength“.eés

irn the light of this denger, the need
to carry out studies at the State level in India eseumes extre
importence, tecsuse in & growing eceromy like Indie, to some
extent at least, increasing regionul economic ineguality ie
inevitable. "But in order to prevent itY, as our late Prime

© Hinister Jeweberlal Nehru pointed out; “one bes to itoke measures.
famely, 1f you leave thinge ‘tc themselves, wealth grows into
aore weslth. ¥% The Third Pive Yeer Plan, thersfore, clearly
states that "the elm must be thet over a reasonsble period all
regions in the country gshould reslize their potentiel for
ecosiculic development snéd should attain levels of living not
for removed frow thome of the nation &8 @ whole._“*sa To
reallze the potential for econowlc development of different
gtate eoonoiies, the need to examine the growth experience of
‘different Btutes in India during the recent pasﬁ, appears to
hg almost iluoperetive. Horeover, &s pointed out by K.§.Reddy,

the Central Goverument finances roughly 40% of the State

%438 Report of the Pinance Commiesion, 1969, p.1l.

*49 Jawnharlel Nebru es quoted by G. Myrdal : The Challenge of
¥orld Poverty, op.cite, P.5%.

“50 Planning Commission, Goverament of Indie: Third Five Yeer
Plaﬁg p0155¢
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xxsqverqmentu' éxpen&itura»%51 iny eincere md serious attempt
0; the part of the Finence Conmiesion wnd the Flénning Coumi=
ssion, therafore, can eignificantly oontridute towards
reducing the regionel dilsparities in the levels of income.
Any missllocuation of resources ovn the part of these Conmission,

on the other bund, e&n.aggravate,tbﬁ existing problem further.

In view of the siretegic importsnce of the issue end
the imperative need to cerry out the detelled study of the
growih experience of different States in Indis, it is
rather surprislng to find that few gystematie efforts are
uede so far to probve into tﬁe broed quentions like the
| following | | A
i) Whuet ie the extent of inequelity in the productive
cepaclities of different Siate econcmien?
ii) Vhat bes been the beheviour of this inequellty over
B period of time?
i1i) What is the extent to which different fectors sre
respoagible for this inequel ity in & given base year?
iv) ¥hat ie the contribution of different fastore in the
observed growth of productive pepacity in different

*51 Ke.N» Reddy : “How Far Federal~Pinance Operatlons in India
Result in reduction of Regionsl Uisparities?®, op.cit.
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State economies In Indiae?
§ v) How far does the growth experience of varlous Utate
| economies differ? |

vi} Yhat is the contribution of different factors in the
interstate varistions in the growth of productive

capaeity? ,

vil) Whet are the implications of the growth of different
faotors on the inequality of the productive capaeltly

among Situtes in India?

The basic objeotive of the present atugy. therefore, ig
to make an &ttempt to investigate these questions in detail
ard provide some spegific snswers whienxgre lergely in the
nature of the firstd agpraximatiuné. Since the present study
18 the first of its kind eepecislly in the case of Indis, iV
renaing largely experiten iel. ?helfr&me—wark developed in
order to isolate the contributione of different factore to the
observed growib of éiifereﬁt State economies, for inotence,
cen be regarded a8 & novel expericent of the prwwt‘atuéy.
The wain toole of enelysis in the present estudy are the smimple
correlatlion techniques and the ﬁtﬂn&&r&izatian procedures or
whot is geveraily kuown &8 the shift snd eh&re approschs The.

letier is referred to in the text throughout as identity
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approuach or devistion spprosch, since these names more
spproprictely deseribe the method as compered ton traditiocunsl

nezes given to it

Thus, the present study alus &% anslysing the observed
growth experience of different Biute econdmles in Indle during
the recent past, with & view %o initieting efforts in the
said directicn, rather then proncuncing & finel word om it.
Iooking to the present state oi data availability in the
country, and atﬁér aubgeotive 88 well as ohaeetive eanstrainta{

this is by 1tself a fairly ambitious task.

I¥, Zhe Scope snd Flon of the Study

In the present study, basicelly three foctors have been
recognived . a8 affecting the extent of 1nequaliny'in'the pro=
ductive capacity of States, viz;, (1) oversll warkeiwpopulan
tion ratio or worker rate wbich reflects the attitude of the
people at large to engoge themeelves eeaaomically;*sz (i1)
emplaymegt pattern &mong~eeetote or industrisl structure

which represente the structural fectore in the economyj and

It should be noted that no quelitative aspvscts like sincerity
gnd tenacity are impllied here. These quelitative espects,
however, may not be insignificant. See, for lnstance, Wl.irthur
Lewie: The Sheory of Roonomie Growth (Illimois, 1955).
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(iii)?iotal product per worker or lebour productivity which
ﬁtand§‘£0r the efficiency of factors in the acsuamy.*53 The
laet {eetor can be further divided into two faoctorse, vig.,
Capital=labour rotio or capital intensity, sod output-capital
retle or capital productivity. The foruer can be regarded as
&n indicetor of the factor combinstious end the latter, a8 &
vroxy for the techunologleel fectore in & very broad senes.
The natural resources azre not ao&si&ered explicitly ian the
present atudy lergely om account of the insdequscy end some=
times even total'nendavailability of the required data at the
State level. But ompital as a factor of production hms been
taken into mcosunt explioitly in the present study for the
first tise to g:ﬁ:;ginterregianal varistions in the level and

rate of economic development.

Relatlive rete of chéﬁge in the sluve-mentioned five
fectors have been ioken 88 the determinmnts of. the inequslity
of the growth of per capita income of difierent'gtates. Since

there is an identity ﬁelatiOﬁ‘heﬁween.%he.level‘afitpe per-

Thie factor captures all the effect of qualitative .differeénces
in other faolors. For example, if the reglons & and B have
identical worker rate, but in region A workers are nore
sincere than those In reglon B, region & wlll bave & higher
productivity per worker as compared t9 region B. The under-
utilization of fectors and hours of work also get reflected
gimilerly in the corresponding productiviity differences,
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capite income end the levels of thece fectorm, we cen deduce

o f’-th‘;— identity relation between the growth of per capite income

end the growih of the same fastorea.

It should be pointed out at this stege thet the preseat
otudy exemines the feotors responsible for interstate varie~
tione in the level and rate of economic development ap well
as for interstate inequality in the level and rate of econcmic
6ej\*elopmen‘b. 1t may sappear at the first sight that the two are
one and the seme thing. However, it is not so. The ;faetora
responsible for infersitate varistions and for interstate
inequelity wey be dififerent irasmuch se the tools of coeffi-
cient of correlation and the deviatlion appreaeh'ére different.
1f, for example, capital intensity is highly correleted with
the level of per caplits inoome nceording to the oross-section
deta for different States at B voint of tirée, it is not
negespary that the varintions in cepitel intenselty are slso
responglble for the mterstuate inequality in the iavela of
incowes, Ia faot, we may find that the mequalif«y. in the income
level among States might have been higher, hed the in-ter}-
state variationg in the caplital intensity been absent. fi‘be :
correlatlon merely glves the degree of association between

the varigtions in the two vw:iablw ground thelr respective
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means, end 1t is not necessarily related with the extent of
ineguelity in a given varisble when the vther varistie (which
iw ? conpurient of the firet verisble) is supposed to remein

constante

Another isportant thilug to note sbout the present study
is thet it le & estudy of the prowib experience of various
State eeensmiea‘;n Indiey end hence, it relates. to more than
one point of tine. ¥e huve peleoted two different pointe of
time at the interval of & decede for owr yﬁrpna;. The initial
 year or the base yeer for the siudy hes been chosen to be
1960~61 mnd the end yesr or the terminsl year hap been choeen
to be 1970-71. The choice of these two yeors is exclusively
governed by the data avellability on tbe fectors of produetion

end population in different State econcmies in India.

Horeover, the present study divides eech Stmie econouy
into three broed sectors, viz., the primary sector, the
secondary sector, and the itertlsry sector, the sectors being
defined in the traditional wey. ?u;ther sectoral claéaifica-
ticn 16 not attexpted here largely on 2ocount of the neature
of date on employument snd cepliel sitocks. In future, when more
adequete data are mede avallable, the preaegt work cun L

certainly be extended to cover ss peny sectors as possible.
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. It sbould &leo be pointed out.that the present siudy
‘inoludes neither all the Stetes s existing todey nor the
Union Territories, firstly beceuse date on income and capitel
ptock ore not svailsble for all these regione; end secondly
because the Etates and the Union Territories whiech are sxcluded
ia the present study do not, as of now, coustitute individuslly "
o significant pért of the national ecwmomys. The oriterion
adopted for the purpose of including & particuler State or
Union Territory in the preeent study is that the population 0$
that particular Btate or Union Territory must excced at least
1% of the total population of the countyye It ig felt that
this is & falrly reasomeble criterion bectuse populatlon of
the regicn is the only weight thot is ecomumonly spplled 0 &
particular regional problem in order to krow the resl nmogni-
tude of the vroblem at the netionsl level. %hen wé apply this
eriterion, ve find that fifteen Stotes in ibe‘eountry quelify
for consideration end enalysie in the present study. These
fifteen major Stetes of India in the ulphabetic order are
Andhre Prudesh, Assam, Bihaf, Gularat, Harysna, Karnsteks,
Eerala, Medbye Pradesh, Maharashtrs, Crisse, Punjab, Rajos~
then, Tamil Fadu, Utter Pradesi &nd Wesﬁlﬂengal. In the text~
~%zhles 28 well ap in the sppendix tables in the present

study, Andhra Pradesh, Madhys Pradesh, Utter Pradesh snd
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and Vest Bengel are referred te ae indhrs, H.P., UsPe ond
: %.éengal respectively. It is lmportent tq&ate further that
in the present estudly, Ascem includes Heghaleya which i now
& separate bHtate. Kernatske and Tasmil Hedu ware;p#eviou&Ly
kacwn &8 Hysore end Hadras reepectively. Horeover, fuﬂaab
and Haryeno were separited from the Old Zunjab Stete in 1366.
Some data are avallable for these two ftautes separsately for
the yesr 1960-61, for the rest of the date either ratio or
rete of growtb of the old Punjeb ftate, whichever is found
more appropriete in the context of the specific problew to
be tackled, hea been spplisd to separaie the data for Heryesaa
and Funjsb in the year 1960~61.

The Appendlx deble 14.1 below gives some importsnt and

' useful information about tbejfifteau major Giates of India

for the two yeors, 1960«61 apd 1970-71.

the present study is divided ioto eight Chaptere. The
Second Chapter le devoted to the derivation of a set of
eonporable and consistent estimates of net State Domestic
Eroduct ab féctor cogt 8% 1960-61 pricee for euch of the
fifteen major Htates for the two benchemark yeers, vizs,

1960=-61 and 1970=7T1. The third Chepter, then, examines the



| structure and growth of different Stete econonles wfter

. exanlning the extent md trend in the Stete income inequa-
?}ity in India during the sizties. Iu the fourth Chaepter,
'éoaparaﬁle and ecnsistent set of estimates of wgrkar rate
and industriel structure for the two benche-mark yesrs is
derived. The fifth Chapter deels with the derivetion of
conparable and consistent set of estimates for the ocspitel
intensity snd eapital preductivity in the Indicn ftates.
Thue, ofter deriving the neoesaeryainformaxian on the income,
exployment ond cepitel ptook for the tw bhenchemark yesrs in
éliferent States 4n the second, fourth end fifth Chapiers
respeotively, the Sixth &%&@tar‘ia devoted to the anslysia
of the extent of tbé State inecme inequality in the bese
year and the fectors respousible for the same. The seventh
Chepter is, then, devoted to 2 detailed anelyeis of the
interstate variétiaas.aa well s inequality in economic growth
between 1960-61 and 1970-71 in Irdia, The eighth end finel
Chaplier sumeerises conclusione of the study with & brief

putline of the sreas for further romesrch.

The appendix et the end of sach Chaptler (gxeept the
last one) conteine some teblem which ere referred %o in the

text of the Chapter, but sre noit directly mnalysed in the



text. To dietinguish euch sppendix tables from the text
ﬁahies, letter *A' 18 sttached to thbe number oI the Chapler

. in the serial sumber of the sppexdlx table, Bnd tbé appendix
tebles are separately numbered. Yor exemple, Table 3,2 means
the second teble in the text of third Chepter, while Appendix

Pable 3h.2 meaus the secomnd teble of the Appendix te the

third Chagter.
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