Chapter FEight

SUMMARY AMD CONCLUSIONS

In this goncluding Chapter, we have sumnarised the wain
findinge of the present study end sugrewtied some related sreas

for further resesrch.

I. EHaln Pindinge of the Study 3

The importent findings of the present study are
briefly stated below. These findings kave already teen derived
end discussed in Chapter 3, 6 end 7 above.

Thus, to recapitulste, the main findings of the present

study are e

1. The State incoue inequality in India hes declined mergi-
nally in monetary terme over the decade 196U=61 o
1970=T1. However, the same bhas increased considerably
in reel terme over the decade. Price-movementis in
different Ctates during the sixties bad significant

counter-balancing effects.

2. In Ancéhre Pradesh, Bihar ond Vest Bengal, the growih
of totel production in &ll the three sectors, vig., the
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primary, secondery and tertiary sectors, wus found to

be leps than the correspsniing sversge of all the fifteen
gtates taken together. On the other hand, in Haryana,
Karnatska end Orisss, the growth of total productisn in
all tte three sectors was found to be above the corres-

ponding aversnge.

*

The growth of populetion is 0% significently correlated
eliber with the growth of total production or with the
growth of per cepita incove in Iadle during sizties.
Similerly, the growth of other soclo-demographie indice~
tors of developument like degree of qrbanizaxion, literacy
rate and age—-composition, was also not found to be signi-
Ficertly correlated elther with the growth of totel
production sr with the growth of per caplta income in

india over the decade.

The date on Indian States do not support either of the

 hypotheses that righer the initial level of development,

higher the growth of the ceonomy; or that higher the
initial level of development, lower the growth of the

SCONDEY o

The contrlibution of each ome of the three sectors in the

observed growth of total produet on an eversge twurns out
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+o be almost equel. However, the ekperience of different

itate economies differ widely in this respect. .

?. _ @ujarat is the only State with on the whole fuvourable
sectoral growth and favaurable gtructure of the econonmy
in terms of total product in the base year; while Andhra
Prodesh, Bibar, Wadhys Pradesh, end Uttar Predesh are the
State with on 'the whole unfavourable sectoral growth
and uniavoursble structure-af the eeonamy.*1 Thus, these
four States are genuinely sterving of economic growth and

development. -

Te A significant portion of the observed interstate var ia-
tions in the productivity per worker in the econpomy U
& whole ls exylainé& by the’interstate varietions in the
proaﬁctivity per worker in the primery sector in the

bese yeor.

Ba ihe extent of btate inequality is found %0 be greater in the

case of yroduet per worker then in the case of caupital stock
per worker in the tese year. Similarly, &State lnequelity in

cepitel stock per person is less itham thut in produet perper-
son in the bese year.loreover,State ineguality in capital

*{ It is importent to note that the use of 'favoursble' end
runfovouregble' has no normative or welfare lsplications.



‘stock per person hes declined signifiecently over the
decade which inplies that during the decade, the ccono-
mically backward Sietes were not neglected in terms of
investzent. However, in view of lnoreasing Ztete income
inequelity one may deduce that the returns to capital in
the econonicelly backward Staies heve substantially fellen
during the decadc.

In the bame year 1960-61, data on State economien in Indile
show that (i) capital mte;miﬁy axd lebtour productivity
are significsntly correlateds (11) cepitel intensity end
coplial productivity are not significantly correlsted
except in the primery sectors end (1ii) ospitel produce-
tivity end labour productivity are not st all signifl-

cantly correlsied.

The zeconasry sector plays an impox-tﬁnt part 1ln explein-
inz the intersiate varistions in the level of per gcapite
ineome in the base year. Voriations in the capital intene-
sity end labour produetivity for the econenmy &8 & whole
are the itwo major facters which Indlviduelly explein 8
significaut proportion of the observed variastions in the
Ztate per caplte income in the base yeer 1960=-61,
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1". 1Labour‘pro&uctivity in general, and capital intencity

» '5aa& capitel productivity in particular, play & very
significant role in the observed intersitate income
éifferentiels in the boee yesr. Uverall worker rate andi
the industrisl structure of the working foree condtribute
only merginally to the observed interstate income diffe-
rentials in the bese year in Indle. Bibar is the only
Stave in lrdis where all the important factors turn out
1o be unfavourable, judging from the point of view of

the aversge of the fifteen Gtatcs.

12. There are no substantisl intersitate variations in the
induetrisl structure of the &urkiag_faree, while there
are merked interstate veristions in the sectorel capital
intensity in Indla in the base year. Moreover, the inter-
state veristions in the worker rate end capitel inten-
sity have proved {0 be favourable from the point of view
of eguity in Simte income; whereas interetate variations
in the industrisl structure, cupiiel productivity, end
lubpur produetivity tura out 1o be uniavourable from the
polnt of view of eauity in State income in the bose

yeur 196061, , o

13. Changee in the overall worker rate over the decade huve
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proved tv be e reterding fector in the growth of per
cap§fa reel incoume in eack of the fiftcen mojor Yintes
of iﬁéi&; end chenges in cepitel intenelty (and hence in
labour productivity) have turned out to be & eignifi-
cantly positive influence on the growth of per capite
reel income in each of the fifteen States. In fact; we
cen #ny thet the per capite reul income incressed in
different State economies, except Halesihen, only
beceuse of the charges which took pluce in the capltel

inteneity over the lest decade.

14. 3Brouadly speaking, four types of different growth paiterns
were observed in the dndian Stetes during 1960-61 to
1970=71, (&) Haryana, XKernateks, and Rajcethan had
fevoursble changes in tll the factors except worker
retes (b) Gujsrat snd Mabarashtre hed favouréble changes
in all faciors except worker rate &nd capital productivitys
(c) Andbre Pradesh, Urises, and Punjabi@ad favoursbl e
chatges in all Tectors except worker rasve and industrial
structure; éna (d) Aesem, Bihar, Keérale, Hadhys Pradesh
ramil Nadu, Uitar ?raﬁesh. end ¥est Bengel hed unfavourable
changes in all the factors except capitel intenelly and

labour productivity.
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15; ‘in§eretéte veriatioms in the growth of cepitel producti-
vi%y plays the most importent part in expleining the
interstate veriwiions in the growth of per capita inconme
in India during 1960-61 to 1970-71. it is the primery
sector, and not the secundery sector, which appeers %o
be more importent in expleining the interstete voria-
tions in the economie growth in India. Growth of capitel
inteasity and growth of per ceplta income are not signi-
ficantly ocorrelated. The level end growth of only overall
labousr productivity sre bighly correlated with the level
and growth of por capita income respectively. Otherwise,
the set of factors important in explaining the inter-
state veristions in the level of per cepite income is
totally different from the set of factors iumportant in
expleining tbe growih of per capita income among diffe=

rent States In India.

16. Growth of labour productiviiy and growth of caplial
productivity are siguniflicantly correlated, whereas the
growth of lalour productivity and the growth of capitel
intensity are negatively but not significantly correlated.,
The growih of copitsl productivity end the growth of
capitel intenoity are negatively and significantly

correleied,
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%ue growth of toiel product and the growth of working
zérce ere oignificanily correlaled, while the growth
of totol product end growta f capitsl oitcock are not at
all c¢orrelated. The e Lmam gxplanation provided by the
growth of lebour and capital {oep not significantly
exceed 50~ of the observed varictione in the growth of
total product(the sixtles. This lwnlies that the
'residual' factors or itechrologlesl factoro play o

cally significent role in eypleining the observed

'\\I.

statist
reglonal or intersiate veriatliono in the growth of total

produet in India.

Growth of worker rete and lundustrial structure play

relabively leos luportart port ln wmost of the Btstes in
expla:aing the obuerved deviation of the cetusl growth
of the State economy Ifrom the aversge growth of fiifteen
gtate econonles taken toorether. Exée§£ indhrs Predesh,
Bihar, fujerat, snd Yoril Beéu, the growth of capitel
productlvity tursng out bto be wgre dominent as coapsred
to the growih of caepital intensity in expleaining the
deviglion between the actuel growih of the LHtate ecounomy

and the averape growth.
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19. Karnateks snd Haryma bave eﬁperienceﬂ a favourable

| growth of every fector uader consifersation 8 compsred

to the carrespaﬁding averagey while ¥ent Bengal experienced
an unlavouratle groﬁth of evaery feclor as compered to the

Corresponding average.

20, Mo systemailec hypothesie about the favourability or
otherwise of the level and the favourebility of the growib
of eny of the five factors cunsidered in the prevent
study cen be proposed on ihe basis of the Indian expe-
rience durlag the slxties. ihis may Ye the result of

deliterate policy of the Governmentb.

21, Except worker rate, the observed growth in each of the
factcr; under consideration over the last decede is unw
favouracle from the point of view of egulty in State
incoue, the lesast unfavourable facto} being the gfawth
of gepltak Intercity, and the most unfevoureble fectors
veing the growih of oppltel productivity end changes in

the fandustiial structure.

22, Intersiste veristion® in the growth of cepital producti=-
vity and changes in the industriel structure sre un~-
favourable from the poiut of view of equity in State

ineones wherees interstate veristione in the growth of
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worker rete, cepitel intensity end lspour productivity
are foavoursble frowm the point of view of equity iu
Gtate income. The intersiote variatious in the growth
of cupital intensity is wost favoursble, and interstate
variations in the growth of capitel productivity is
most unfavourable from the npoint of view vf equity in

State income in Indiae

II. 4ress for Further Resssrch @

It noeds 4o ve cmphagized wnlls cencluding the present
study, that 1t iz largely experimentsl. It is only the
first step, wiih =511 the iuplicaslivas, iu & directicu which
tas & lot of potentialidties for lurthee rosesrche. The
greatent haxdicap in the process, as vwe mve Sean and faged
an the prace¢ding puges ol the wori, 1o ihe dearth of sdequute
date at the Jiate levels & bold atiewpl io made in the
presenl work Lo overcome this difficulﬁg by generating oup
own eatiumstos of the veceosary agprereice, which we feel are
feirly ocompsreable and conecictent. However, those ecoilimates,
it I8 elesrly recoguiced, aze uot parfect - they prokably

cannet bee It 1 mosivle to fivd faulte with thepe

”

alvnys

ey

astimates and

i

epere anvther set of estimntes, bhesed on mors
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detalled work, which can agtin be shallenged end replaced by
semevother set of estimates and so on. Unless the emtlaetes
(’co&garahle snd consictent') are given by soume official
sgency end unless the data bear o siemp of teing officlaly

it is slwoye possible 1o quarrel with the specific set of
estimates prepored by on individuel or en instltution. Zven
for the officiel estimates, "a cynic was hedtrd to rewerk that
the only species of stetistice coming out of sn underdeveloped

country that he is prepered to fnke on trust are deta on varia=-

.tions in foreign exchange reserves amd those ou movements in

urtan prices. Beyond theee two, be osperted, we are in & world
of malke-believe, and the rost of the statistics sre weighted
averages of your guess, my guéss end our neighbour's guess.
This megy be unkind, but is lorgely true”.¥2 |

-

This is not to deny the imporience of furtber reeearoﬁ
work, purely &t the level of generating couparable and ‘
consistent set of data. But everybody workling under wme or the
utuer contrainis, hes to drew & dividing line or declde about
the trade-off between the mophistication of the procedwres to
be adépted for deriving the estiwetes and the nature of
firdings end conciusions of the study. Since the preasent étudy

dces not sim at very precise arnd exect nature of the findings,

Ashok Hitrat "Undcrdeveloped Statistles", in Eccnowmie
pevelopment and Cul tursl Change, Vol.11, Noe3, Fart L,
April 1663, )
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but razher aime only at broad conciunions with more empheasis
,\Oﬁ the direction than on the exwzent, soze less detailed pro-
cedures for the purpose of estimation of various aggregates
are followed than migbtfpossibly be followed withk wmore resour-
ces and longer time. 4t this stege, it is wortbewhile to note,
an TFuck poiuts out, that "economiste ere¢ very far from e
complete understending of differences in growth reses among
natiors, and lnlerregionsl differences within a nation are

*
also dirfficult %o exzpiain conclusively." 3

Some related but largely uwaexplored sress for further
recearch in important regionsl espects of Indien economy,
sugsested by the present study, could include the following

specific problems @

te & detalled study of the sectoral price-movements over e
period of time end aoross States in india is a field
with great potentielities for further research. In &
developed country, $he interregionel diflerences in

price-~levels and price-movements nay not be so iumportand

%3 VeRe Puche: "The Leterminents of the Zedistribution of Kanu-
facturing in the Unlted Litates since 1929%, in Review of
Economie end Statistics, Vol.64, Ho.2, Hay, 1962.
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.88 in underdeveloped countries.” ' Suoh & study in India
'would certainly heve & very high degree of interest eud
' utili‘ky.

2. The urbsn=rursl dimension of the ecouomic jneguality
bas elso largely remsined 2 neglected fleld ¢f research
in Izdime Differences in the level and movemsnts of
prices in urten-rural aress 8lsc is an interesting and

inportant field for & deteiled inquiry. 2

3« Just as esiimates of ceplisl stock in different Stéte
ecéncmies in Indie 2t two points of time &are prepared

in the present study, one cen probably muke an attempt
to oonﬁtfﬁgt the estinates of the income sheres in
different witate econcuies at two or aaré points of time.
Even prepsying en estimate of the aversage wege-rate in
different State econoumies would have great utility. Once
& reasonebly relistle set of eomparable and consistent

data on the wages and propeety ineome 1e evallabvle, nuch

*4 Cf. Jo8. Willienaons "Hegloral Iﬁéqnﬁlity end the‘Procesa of

%5

teiioonl Development: 3 Description of the Fetterns”, in
Teonomic Developmeni and Culturel Change, Vole13, Hoed,Part II
July 14655 end &. Hurwite and C.P.3tallinge: "Inderregional
Differentiale in per Cepito Resl Income Chenge", in KBIR:
tepional Income, Htudies in Income and Weelth, Vol.21, 1957,

For some interesting bypotheses on the subject, see B.Kusnete!
rousn titative fapeets of Feonomle Growth of Hatlons-Il,
Industrial Distrivuticon of Hationml Froduct and lLabour Fdﬁe”,
in Tecnomie Jevelopment snd Cultural Chaape, Supplement to
Yol.V, July 1957; and d.Koffekys “Farm end Urban Purchasing
Towerv, in NDFHK3 3%tudles in Income and Vealth, Vol.13%, 1949.
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‘light cen be thrown on the process of economie growth

‘and the interregional factor-movements, ©

4. Interstate migratlion of populetion a&nd workers in Indie
is agaln & fleld which is comparatively lese explored.
.‘i‘he cauges and effects of such migration of poople from
one Btate %6 another In sn interesting field for reeecarch
Zfrom the practical viewpoint. Whether cuech migration
adds o reduces the tenslons of interstate income and
'growth inequelities,” ! le a mstter whick hee not received

the attention of the repesreh scholars thet it deserves,.

5. %uﬁj ect to forthber availebility of data, one can elweys
take the belp of daput~ouitput framework and the progroo=—
ming techniques of armlysis.*s ¥ork on constructing
exhaustive regional input-output iables can prove to be

guite fruitful.

»or furtmr detaile see, GeHeBortss ‘*"he EBqualigation of
Returnse snd Heglonel Economic Gwowth", in imerican Eeogomic
“evmw, June 19605 and K.Eeldors: "fhe (ape ior Regional
Policies,” i Seottish Jouwrnal of Politiesl Feonomy, Nove1970.

¢f. B.Okum snd R.¥, Richardson: “f‘;eg;xeml Income Inequality
end intermal Yopuletion Migratien”, in I coqamle Development
and Lulturel Chence, VeleS, H0.2, ?tm.w

3 Cfs Ve Ipard and cthers: Lcthode of He masl Anelypigs An
introduction to hegicnel Sclence, (LiT FretSs ?9‘7%). '
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6., Thé regional unit oen alweys be veduced to 4 district
rather then a State for the purposes of such studies.
The higper the level of dismggregation for such atudiea;
the greater the value o{ such studles from the point of

view of polioy=-meking.

The 1ist of the aress for further reseerch presented
ebove 1 certsinly not exbeustive. 1t is werely sn etiewpt
%0 throw some llght on the hitherto neglected fields of study.
ihere are no differences of opiaion thet the data requireunents
of the above problems ars far in excess of the dats aveilae-
bility at present. dut it is a quection of initiating the
effort, however rudiseatery it mey be, wiih the mope that
refinements will teke ploce In future, whiéh, in turn, will
edd significantly to our existing mowledge., Evidently, the
'3ame consideration reflects the ratlonale and spirit of the

present study.



