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Abstract 
 
 Balanced regional growth is necessary for the harmonious development of a federal 

State such as India. India, however, presents a picture of wide regional variations, in terms of such 
indicators of economic growth as per capita income, the proportion of population living below the 
poverty line, working population in agriculture, the percentage of urban population to total 
population, the percentage of workers in manufacturing industries, etc.  Relatively speaking, some 
States are economically advanced while others are relatively backward. Even within each state, 
some regions are more developed while others are almost primitive. The co-existence of relatively 
developed and economically depressed States and even regions within each State is known as 
regional imbalance. Regional imbalances may be natural due to unequal natural endowments or 
man-made in the sense of neglect of some regions and preference of others for investment and 
development effort. Regional imbalances may be inter-state or intra-state; they may be total or 
sectoral. Economic backwardness of a region is indicated by symptoms like high pressure of 
population on land, excessive dependence on agriculture leading to high incidence of rural 
employment, absence of large-scale urbanization, low productivity in agriculture and cottage 
industries, etc. 

 

Introduction 
 

India is a large and heterogeneous country with wide divergences and inequalities in 
economic and social development. Balanced regional development has been one of the major 
objectives of national policy. The management of regional inequalities has been a major concern for 
policy makers for the past decades. The Third Five Year Plan (1961-66) noted that the balanced 
development of different parts of the country, extension of the benefits of economic progress to the 
less developed regions and wide spread diffusion of industry are among the major aims of planned 
development. A variety of fiscal and regional development programmes have also tried to promote 
regional balanced development. A recent study conducted by World Bank (2008) has categorized 
the States into lower income States, north-eastern special category States, middle income States 
and higher income States (Table 1.1). 
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Table 1.1: Categorization of States by Per Capita Income 

Lower Income 
 States 

North-Eastern 
Special Category States 

Middle Income 
States 

Higher Income 
 States 

Bihar Arunachal Pradesh Andhra Pradesh Goa 

Chhattisgarh Assam Himachal Pradesh Gujarat 

Jharkhand Manipur Karnataka Haryana 

Madhya Pradesh Mizoram Kerala Maharashtra 

Orissa Meghalaya Sikkim Punjab 

Rajasthan Nagaland West Bengal Tamil Nadu 

Uttar Pradesh Tripura   

Uttarakhand Jammu & Kashmir   

Source: World Bank, 2008. 
 
1. Indicators of Regional Imbalance 
 To study regional imbalance, the 15 major States of India have been classified into 

two major groups: Forward States and Backward States. Among the forward States are included: 
Punjab, Gujarat, West Bengal, Karnataka, Kerala, Tamil Nadu and Andhra Pradesh. Among the 
backward States are Madhya Pradesh, Assam, Uttar Pradesh, Rajasthan, Orissa and Bihar. These 15 
States taken together accounted for 90 per cent of the total population in 2001 – about 48 per cent 
in the forward States and 42 per cent in the backward States.  

 
(i) Net-State Domestic Product (NSDP) as the Indicator or Regional 
 An important indicator of regional disparity is the growth rate of Net State Domestic 

Product (NSDP) observed during. For our purpose, we have classified the States on the basis of per 
capita NSDP (Income) into forward and backward states. Punjab topped the list as it had the highest 
per capita income in 1990-91 and Orissa was at the bottom. However, in 2002-03, Maharashtra was 
at the top and Bihar was at the bottom on the basis of per capita income.  
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Table 2.1: State-wise Net Domestic Product at Constant Prices 

State 

Rs. Crore 
(at 1993-94 Prices) 

Annual 
Average 
Growth Rate 
1990-91 to 
2004-05 

Rs. Crore 
(at 1999-2000 Prices) 

Annual Average 
Growth Rate 
2002-03 to 
2008-09 1990-91 2004-05 2002-03 2008-09 

Forward States 

Punjab 23,693 43,122 4.37 650,852 927,948 6.14 

Maharashtra 79,869 182,388 6.06 2,329,940 3,574,016 7.35 

Haryana 18,215 37,983 5.37 583,614 1,032,361 9.98 

Gujarat 36,207 90,783 6.79 1,016,030 1,789,170 9.88 

West Bengal 40,633 103,361 6.88 1,439,260 2,012,976 5.77 

Karnataka 29,845 76,298 6.91 977,650 1,513,514 7.58 

Kerala 19,774 44,055            5.86 708,791 1,110,593             7.81 

Tamil Nadu 43,937 90,137           5.26 1,245,214 2,034,855 8.48 

Andhra Pradesh 45,131 97,699           5.65 1,347,485 2,235,789 8.81 

Backward States 

Madhya Pradesh 41,833 53,539 1.78 677,949 907,861 5.00 

Assam 12,299 19,041 3.18 357,082 492,263 5.51 

Uttar Pradesh 74,791 109,768 2.79 1,681,981 2,400,387 6.14 

Rajasthan 29,713 59,911 5.11 703,332 1,243,956 9.98 

Orissa 13,450 28,871 5.52 396,580 678,212 9.35 

Bihar 37,607 33,460 0.99 569,753 905,661 8.04 

Source: Ministry of Finance, Indian Public Finance Statistics, 2009-10, Statistical Abstract of 
India, 2007. 

 

 Table 2.1 indicates that the average growth rate of net state domestic product of 
forward states was 6.03 per cent, while that of the backward states was only 2.69 per cent per 
annum. These differentials aggravated regional disparities during the post-reform period. While 
forward States like West Bengal, Karnataka and Gujarat indicated very high growth rates of NSDP 
(over 6 per cent), the backward States like Uttar Pradesh, Madhya Pradesh and Bihar (with very 
large population) indicated very low growth rates during the 14-years period (1990-91 and 2004-
05). The most distressing fact was that Bihar indicated a negative growth rate of NSDP at (-) 0.99 
per cent, while Uttar Pradesh with a population of 166 million (16.2 per cent of total population) 
indicated a very low growth rate of 2.79 per cent. Madhya Pradesh showed a very dismal 
performance with a growth rate of merely 1.78 per cent of NSDP. This implies that the backward 
States with very large population share – Uttar Pradesh, Bihar and Madhya Pradesh – acted as a 
drag on the growth process of the Indian economy. Orissa and Rajasthan have picked up growth 
rates of the order of 5.58 per cent and 5.11 per cent respectively, which though still quite low, are 
showing signs of improvement vis-à-vis other backward States during the 14 years period. It may 
also be noted that growth rates of some of forward states, such as Punjab and Haryana have 
decelerated during the period, although they were the star performers during 1980-81 and 1990-
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91 decade. The above fact is made clear by the difference in the growth rates of NSDP of the 
forward and backward States. 

 NSDP in forward States indicated an annual average growth rate of 5.2 per cent 
during 1980-81 to 1990-91 – the pre-reform period. However, the situation showed a marked 
improvement in these States and they showed a higher annual average growth rate 6.03 per cent 
during 1990-91 to 2004-05. Situation has changed since 2002-03. Data indicate towards a much 
better position for both forward and backward States (except West Bengal). Table 2.1 also shows 
that rate of growth of Rajasthan’s SDP has been about 10 per cent per annum between 2002-03 and 
2008-09. This rate has been 9.35 per cent for Orissa, 5.0 per cent for Madhya Pradesh and 6.14 per 
cent for Uttar Pradesh during the same period. Bihar has also started showing signs of 
improvement since 2005. Bihar has demonstrated a high rate of growth of 8.04 per cent per annum 
during 2002-03 and 2008-09. But this is also a fact that per capita income of Bihar is still the lowest 
in the country. On the other hand, per capita income of Uttar Pradesh, Orissa, Rajasthan, Assam, 
Madhya Pradesh and newly constituted State of Jharkhand is lower by 25 to 40 per cent as 
compared to national average per capita income. This is cause of major concern. Reduction in 
regional inequalities is imperative not only from the point of view of improving living standards in 
backward states but also for faster economic development of the country at large. The importance 
of contribution of our vast man power, especially youth in the development of the country is well 
established. If anyone or more States remain backward; it affects the development in education, 
health and other public utilities. In such States infrastructure development is also adversely 
affected. We find that in such states educational development index also remain low. According to 
the government’s statistics Bihar is educationally most backward state and in the list of all State 
and Union Territories it is at lowest rank of 35.  Ranks of Jharkhand, Uttar Pradesh, Madhya 
Pradesh and Orissa are 34th, 31st, 29th and 28th respectively. Development of Rajasthan is getting 
revealed in its educational development and it has reached at 19th position. Though West Bengal is 
considered to be developed but it comes at 32nd position, even lower than Madhya Pradesh.  

 The planning process, by helping the backward regions, name an effort to reduce 
regional disparities, but the forces of liberalization and globalization strengthened investment in 
forward States much more than in backward States. Consequently, regional disparities in growth 
rates widened further. This is clear from the next point. 

 

Growth Rates of State Domestic Product in Various States 
 

 Table 2.2 provides information about the growth rates of State Domestic Product 
during the 8th, 9th and 10th Plan for major States of India. The data has been classified into two 
categories – Forward States and Backward States. The data reveal that among the forward States, 
Gujarat indicated highest growth rate of 10.6 per cent during the Tenth Plan, followed by Tamil 
Nadu, Maharashtra, Goa and Haryana which were above the All-India average of 7.6 per cent. 
Punjab has been trailing behind during the three Plans in the range of 4.4 – 4.7 per cent which is 
rather disappointing, because Punjab during the Green Revolution of the late sixties and seventies 
was at the top. West Bengal, Kerala and Andhra Pradesh are also indicating lower growth rates than 
the national average.  
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Table 2.2: Growth Rate of State Domestic Product in Different States 
 

(Per Cent per annum) 
States Eighth Plan Ninth Plan Tenth Plan 
Forward States 
Gujarat 12.4 4.0 10.6 
Tamil Nadu 7.0 6.3 8.0 
Maharashtra 8.9 4.7 7.9 
Goa 8.9 5.5 7.8 
Haryana 5.2 4.1 7.6 
Kerala 6.5 5.7 7.2 
Karnataka 6.2 7.2 7.0 

Andhra Pradesh 5.4 4.6 6.7 
West Bengal 6.3 6.9 6.1 
Punjab 4.7 4.4 4.5 
Backward States 
Jharkhand n.a. n.a. 11.1 
Chhattisgarh n.a. n.a. 9.2 
Orissa 2.1 5.1 9.1 
Rajasthan 7.5 3.5 5.0 
Bihar 2.2 4.0 4.7 
Uttar Pradesh 4.9 4.0 4.6 

Madhya Pradesh 6.3 4.0 4.3 
All India 6.5 5.3 7.6 

Note  :     Data has been re-arranged on the basis of growth rate of SDP in the descending order 
during the Tenth Plan. 

Source:     CSO (based on 1999-2000 constant prices as given in the Eleventh Five Year Plan (2007-
12), Vol.I.  

 

 Among the backward states, Chhattisgarh and Jharkhand have indicated sharp 
increase in growth rates. Rajasthan which indicated a robust growth rate of 7.5 per cent during the 
Eighth Plan has also slowed down to 5.0 per cent during the Tenth Plan. Uttar Pradesh, Madhya 
Pradesh and Bihar are still laggards in the growth process, but they account for nearly 30 per cent 
of the total population. There is a strong need to accelerate growth rate among the laggard 
backward states so that regional disparity is reduced. 

 

(ii) Per Capita Net State Domestic Products as the Indicator of Regional Disparity 
 

 Table 2.3 provides per capita NSDP at 1993-94 prices for both forward and 
backward States. Punjab had highest per capita income in 1990-91 but in 2002-03, Maharashtra 
was at the top. Orissa had the lowest per capita income in 1990-91, but in 2002-03, Bihar has 
recorded the lowest per capita income. During the period 1990-91 and 2002-03, West Bengal has 
recorded the highest annual average growth rate of per capita NSDP while Bihar has recorded 
negative rate of growth. Further, while advanced States have recorded smart annual rates of growth 
backward States have registered extremely poor rates of growth between 1.0 and 2.6 per cent, with 
Bihar registering negative rate of growth. This is a clear indication of the forward rates providing a 
higher per capita income to their profile while the backward states failing to catch up with the 
forward States.  
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Table 2.3: State-wise Per Capita Net Domestic Product at Constant Prices (1993-94)  
 

States 
Rs. At 1993-94 Prices Average Annual 

Rate of Growth 1990-91 2002-03 
Forward States 
Punjab 11,776 15,264 2.2 
Maharashtra 10,159 15,466 3.6 
Haryana 11,125 14,694 2.3 
Gujarat 8,788 14,539 4.3 
West Bengal 5,991 10.952 5.2 
Karnataka 6,631 11,799 4.9 
Kerala 6,851 11,389 4.3 
Tamil Nadu 7,864 12,839 4.2 
Andhra Pradesh 6,873 10,634 3.7 
Backward States 
Madhya Pradesh 6,350 7,015 0.8 
Assam 5,574 6,221 0.9 
Uttar Pradesh 5.342 5,610 0.4 
Rajasthan 6,760 7,608 1.0 
Orissa 4,300 5,836 2.6 
Bihar 4,474 4,048 0.8 
All India 7,430 11,088 3.4 
Ratio Between 

Maximum and Minimum Per 
Capita NSDP  

2.7 3.8  

Source: Ministry of Finance, Indian Public Finance Statistics, 2004-05. 
 
(iii) Trends in Investment and Financial Assistance 
 

 Dr. N.J. Kurian of the Planning Commission has made an extensive study of the 
‘Widening Regional Disparities in India.’  He has indicated that more than two-thirds of investment 
proposals (69.2 per cent) in the post-reform period were concentrated in the forward States and a 
similar situation prevailed in terms of financial assistance distributed by All-India Financial 
Institutions as well as State Financial Corporations (Table 2.4). The All Indian Financial Institutions, 
viz., IDBI, IFCI, ICICI, UTI, LIC, GIC, IRBI and SIDBI disbursed 67.3 per cent of total financial 
assistance to forward States upto 31st March 1997.  Even among the 9 forward States, four States, 
namely, Maharashtra, Gujarat, Tamil Nadu and Andhra Pradesh were able to appropriate about 51 
per cent of total assistance. Even. 
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Table 2.4: Investment Proposals and Disbursal of Assistance for Investment  
(Percentage Distribution) 
 

States 

Percentage share of 
Investment Proposals 
(Aug 1991 – Dec 
1998) 

Cumulative Share of 
Financial Assistance 
Disbursed by All 
India Financial 
Institutions (upto 31st 
March 1997) 

Cumulative Financial 
Assistance Disbursed 
by State Financial 
Corporations (upto 
31st March 1997) 

Forward States 
Punjab 3.4 2.4 3.6 
Maharashtra 18.0 21.0 11.5 
Haryana 3.6 2.5 4.8 
Gujarat 18.7 13.5 9.3 
West Bengal 3.3 3.9 2.5 
Karnataka 5.6 6.1 15.5 
Kerala 1.1 1.7 4.4 
Tamil Nadu 7.2 9.0 10.6 

Andhra Pradesh 8.3 7.2 7.8 
Sub-Total 69.2 67.3 70.0 
Backward States 

Madhya Pradesh 7.4 5.1 3.2 
Assam 0.7 0.5 0.5 
Uttar Pradesh 9.4 7.9 11.1 
Rajasthan 3.9 4.5 6.1 
Orissa 2.2 1.8 3.7 
Bihar 1.2 1.4 2.0 
Sub-Total 24.8 21.2 26.6 

All India 
100.0 
(737,516) 

100.0 
(312,502) 

100.0 
(20,896) 

 

Note : 1. Figures in brackets indicate total of Rs. Crores.  
          2. Data has been arranged according to our classification of forward and backward 

States 
Source: N.J. Kurian, Widening Regional Disparities in India, Economic & Political Weekly, 

Feb.12-18, 2000.  
 
 
in the case of State Financial Corporations, 70 per cent of total assistance was received by 

forward States. This analysis underlines the fact that the reform process has favoured the forward 
States in terms of approval of investment proposals as well as financial assistance. Consequently, 
the already better-off States can further accelerate the growth process while the backward States 
being unfavourably treated face retardation in growth. This explains the growing disparities in 
terms of growth of NSDP – both total and per capita.  

 

(iv) Infrastructure Disparities 
 

 Glaring infrastructure disparities are visible India. Table 2.5 provides data on 
consumption of power per capita, registered vehicles per 1000 persons, road length per 100 
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sq.kms. of area, telecom lines per 100 persons and percentage of irrigated area to gross cropped 
area. Consumption of power per capita is an indicator of level of energy consumption. From data 
given in Table 2.5, it is evident that but for Andhra Pradesh, Kerala and West Bengal, all the other 
forward states are above the national average of 338 Kwh. In 1996-97. As against and Bihar are 
way behind at 145 Kwh and 194 Kwh. respectively. It is imperative that unless the them, the 
backward States, especially Uttar Pradesh industrialization process picks up in these States, the 
disparities would continue. The reform process has only sidelined this issue.  

Table 2.5: Levels of Infrastructure Development 
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1 2 3 4 5 6 
Forward States 
Punjab 790 103.2 113.1 5.34 94.8 187.6 
Maharashtra 557 57.2 73.1 4.93 15.3 112.8 
Haryana 508 64.6 61.0 3.18 77.2 137.5 
Gujarat 686 91.5 55.6 3.75 28.9 124.3 
West Bengal 197 19.8 69.9 1.86 28.7 111.3 
Karnataka 338 56.5 73.0 3.25 23.9 104.9 
Kerala 236 46.5 358.2 4.66 13.6 178.7 
Tamil Nadu 469 56.9 157.5 3.84 49.5 149.1 
Andhra Pradesh 332 42.1 20.7 2.36 39.6 103.3 
Backward States 

Madhya Pradesh 368 38.8 47.6 1.38 22.3 76.8 
Assam 108 19.9 86.7 0.95 15.0 77.7 
Uttar Pradesh 1 22.7 72.7 1.21 62.6 101.2 
Rajasthan 295 45.1 38.0 2.11 29.1 75.9 
Orissa 447 22.9 134.8 1.05 25.8 81.0 
Bihar 145 16.4 50.6 0.58 43.2 81.3 
All India 338 44.0 91.7 2.55 36.5 100.0 

Source: Planning Commission, Ninth Five Year Plan (1997-2002), CMIE, Profiles of States, March 
1997 and Tata Services Ltd., Statistical Outline of India (1999-2000) and Eleventh Finance 
Commission, 2000. 

 
 State-wise number of registered vehicles per 1000 persons is an important 

indicator, though it cannot be treated as a comprehensive indicator of the level of transport 
development, since it does not take into account (i) railways and (ii) road length per 100 sq.kms., 
which has become a major source of transport. While creation of infrastructure is important, but 
the intensity of its use would depend upon the State of development of the State in terms of Net 
State Domestic Product as well per capita NSDP.  It is due to this reason that certain anomalies need 
to be explained. For instance, Orissa has 134.8 kms. Of road length per 100 sq.km. of area, but it 
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ranks very low in terms of NSDP (both total and per capita). This explains the under-utilization of 
roads.  

 Whether we use registered vehicles per 1000 persons or telecom lines per 100 
persons, none of these indicators, by itself indicates the intensity of utilization. To that extent, the 
use of these criteria to indicate a direct connection between them and rate of development has its 
own limitations. Infrastructure development can be demand-driven when it is followed by 
investment in directly productivity activities and it is supply-driven when it is preceded by 
investment in directly productive activities. Demand-driven extension of infrastructure leads to its 
better utilization with very little time lag but supply-driven enlargement of capacities does lead to 
its utilization with a time lag. There can be justification of both approaches.  

 Nevertheless, the development of infrastructure is an essential, though not a 
sufficient condition for development. This can be realized from a close perusal of the infrastructure 
development index developed by CMIE. This index included the following items with the weights 
indicated in brackets. 

(i) Transport facilities  (26 per cent) 

(ii) Energy consumption  (24 per cent) 

(iii) Irrigation facilities  (20 per cent) 

(iv) Banking facilities  (12 per cent) 

(v) Communication  (06 per cent) 

(vi) Educational facilities  (06 per cent) 

(vii) Health facilities  (06 per cent) 

 
 Treating the value of index for all-India as 100, the relative values of infrastructure 

development index (IDI) in the States have been presented in column (6) of Table 2.5. It may be 
noted that Punjab had the highest value of IDI as 191.4, followed by Tamil Nadu and Haryana as 
144.0 and 141.3 respectively. Lowest value of IDI was for Madhya Pradesh (75.3), followed by 
Assam (78.9) and Bihar (81.1). Although Uttar Pradesh had a value of IDI 103.3 higher than that of 
the all-India level, yet in terms of foodgrains production and poverty removal, it was far behind 
Karnataka, West Bengal and Tamil Nadu, which had relatively lower IDI values.  

 While considering irrigation infrastructure, it may be noted that whereas Punjab 
had 95 per cent of irrigated area as a proportion of gross cropped area, it had the highest 
productivity per hectare, but in Uttar Pradesh though this proportion was quite high at 63 per cent, 
yet its productivity per hectare was relatively low. This only highlights the fact that whereas Punjab 
and Haryana were able to harness this high infrastructure facility for agricultural development, 
Uttar Pradesh did not succeed adequately in this regard.  

Social Infrastructure and Human Development 
 

 Table 2.6 presents data on selected indicators of Human Development, viz., life 
expectancy, literacy rate, infant mortality rate (IMR), death rate and birth rate. If the purpose of all 
development is to improve the quality of life, then human development indicators are the end-
products of the development process.  

 Wide disparities are observed among different States. Kerala and to some extent 
Tamil Nadu have shown that it is possible to achieve higher levels of human development even with 
low levels of economic development. But, by and large, better levels of per capita NSDP are 
associated with higher levels of human development. To achieve higher levels of human 
development, it is necessary that investment in educational and health infrastructure be stepped 
up.  Among the backward States, Bihar, Rajasthan and Uttar Pradesh have very poor record in terms 



IJRESS                  Volume 5, Issue 8 (August, 2015)             (ISSN 2249-7382) 
International Journal of Research in Economics and Social Sciences (IMPACT FACTOR – 5.545) 

 

                  International Journal of Research in Economics & Social Sciences 

    Email id: editorijrim@gmail.com, http://www.euroasiapub.org 
 

 

161 

of literacy, especially female literacy. They have also failed to make adequate investment in health 
infrastructure and consequently have lower life expectancy, higher infant mortality and higher 
birth rate. The private sector which is the torch-bearer of economic reforms may be setting up 
nursing homes or elite educational institutions with higher levels of charges or fees to meet the 
demand of the upper middle class and affluent sections, but it does not offer anything for the 
welfare of the poor. Either the private sector should assume a higher social purpose or the state 
should invest more in education and health infrastructure.  

Table 2.6: Selected Indicators of Human Development 
 

States 

Life 
Expectancy at 
birth (years) 

 
Literacy Rate 

(2001) 

Estimates of SRS – (Per 
Thousand ) (2005) 

1999-2003 Total Male Female 
I

MR 
Death 
Rate 

Birth 
Rate 

Forward States 

Punjab 68.4 89.9 75.6 63.6 44 6.7 18.1 

Maharashtra 66.4 77.3 86.3 67.5 36 6.7 19.0 

Haryana 65.4 68.6 79.3 56.3 60 6.7 24.3 

Gujarat 63.5 70.0 80.5 58.6 54 7.1 23.7 

West Bengal 64.1 69.2 77.6 60.2 55 6.4 18.8 

Karnataka 64.6 67.0 76.3 57.5 50 7.1 20.6 

Kerala 73.6 90.9 94.2 87.9 14 6.4 15.0 

Tamil Nadu 65.4 73.5 82.3 64.6 37 7.4 16.5 

Andhra Pradesh 63.7 61.1 70.8 51.2 57 7.3 19.1 

Backward States 

Madhya Pradesh 57.1 64.1 76.8 50.3 76 9.0 29.4 

Assam          58.0 64.3 71.9 56.0 68 8.7 25.0 

Uttar Pradesh 59.3 57.4 70.2 43.0 73 8.7 30.4 

Rajasthan 61.3 61.0 76.5 44.3 68 7.0 28.6 

Orissa 58.7 63.6 75.4 51.0 75 9.5 22.3 

Bihar 61.0 47.5 60.3 33.6 61 8.1 30.4 

All India 62.7 65.4 76.0 54.3 58 7.6 23.8 

Source: Government of India, Economic Survey (2006-07) and Census of India, 2001, Series-I, 
India, Paper I of 2001. 

 
 N.J. Kurian after making a detailed analysis of regional disparities after the initiation 

of economic reforms reaches the following conclusion: “The accelerated economic growth since the 
early 1980s with increased participation by the private sector appears to have aggravated regional 
disparities. The ongoing economic reforms since 1991 with stabilization and deregulation policies 
as their prime instruments and a very significant role for the private sector seem to have 
aggravated the inter-state disparities.”  He further states: “The better-off States are able to attract 
considerable amount of private investment, both domestic and foreign, to improve their 
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development potential because of the existing favourable investment climate including better 
socio-economic infrastructure. The backward States are unable to attract private investment 
because of unfavourable investment climate including poor infrastructure. They are unable to 
improve the investment climate by improving the existing poor infrastructural facilities due to lack 
of resources. Their lack of resources is linked to their poor development. Thus, they are truly in a 
vicious circle.”1  

 The upshot of the analysis of indicators of regional imbalance is that though even 
during the planning process, there is some evidence of the growth of regional disparities but still, 
the state made a conscious effort to reduce them. But the reform process, which strengthened 
market forces within the country, coupled with globalization favour the forward states and 
neglected the backward States. As a result regional disparities were aggravated.  

 

2. Causes of Economic Backwardness and Regional Imbalances 
 

 There are certain deterrent factors which come in the way of rapid development of 
region; most important of these are the geographical isolation, inadequacy of economic overheads 
like transport, labour, technology, etc.  

 Historically, the existence of backward regions started from the British rule in India. 
The British helped the development of only those regions which possessed facilities for prosperous 
manufacturing and trading activities. Maharashtra and West Bengal were the States preferred by 
the British industrialists. The three metropolitan cities – Kolkata, Mumbai and Chennai – attracted 
all the industries and the rest of the country was neglected and remained backward.  

 Further, under the land system of the British, the rural areas were continuously 
pauperized and the farmers remained the most oppressed class; the zamindars and the 
moneylenders were of course, the only prosperous persons on the rural scene. The absence of 
effective land reforms allowed the structure in most of rural India to remain inimical to economic 
growth. The uneven investment in irrigation during the British period helped some areas become 
prosperous under the British rule.  

 In developing countries, the developed regions are generally confined to urban 
centres and urban areas. This is mainly because physical geography controls economic growth in a 
greater degree in developing countries than in developed countries. For example, Japan and 
Switzerland have overcome the handicaps of mountain terrain but our Himalayan States, viz., 
Northern Kashmir, Himachal Pradesh, the Hill districts of Uttar Pradesh and Bihar and NEFA, have 
remained backwards and under-developed mainly because of inaccessibility. Climate too plays an 
important role in the low economic development of many regions in India as reflected in low 
agricultural output and absence of large-scale industry.  

 Some regions are preferred because of certain locational advantages. The local of 
iron and steel factories or oil refineries will have to be only in those technically defined areas, which 
are optimal from all the standpoints considered together. Naturally, as the process of development 
gains momentum, they attract labour, capital, trade and the external economies offered by the 
developing regions.  

 New investment, more so, in the private sector has a tendency to concentrate in an 
already well-developed area, thus reaping the benefit of external economies. This is but natural 
from the private sector point of view, since well developed area offers private investors certain 
basic advantages, viz. labour, infrastructure facilities, transport and the market.  

 

Nature of Development during the Planning Era 
 

                                                
1 Kurian, N.J., “Widening Regional Disparities”, Economic and Political Weekly, February 12-18, 2000.  
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 Serious regional imbalances resulted during the period of planned economic 
development since 1950-51.  Even though balanced development was strongly endorsed by the 
Industrial Policy Resolution of 1956 and accepted as one of the principal objectives of economic 
planning from the Second Plan onwards, it was almost completely ignored by our planners and the 
licensing authorities.  

 Really speaking, the planning mechanism has itself accentuated the disparity 
between the States by having a strong bias in favour of developed States and neglecting less-
developed States. Table 2.7 shows that by and large, the more developed States were clearly 
favoured and the less developed States were neglected in planned outlay. Punjab and Haryana have 
always received the highest per capita Plan outlays from the First Plan to the Eighth Plan. In fact, 
the first four or five States have always received larger allocation of Plan outlays in all the Five Year 
Plans. At the same time, the poorest States like Bihar, Orissa, Uttar Pradesh and Rajasthan have 
continued to receive the smallest allocation per capita in all the Plans. Accordingly, the disparity 
between the States in India has been widening. This is despite a clear objective of planning to 
achieve regional balance in development.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 2.7: Per Capita Plan Outlays: First to Eighth Plans 

(Rs.) 

State 
Plan 

I II III IV V VI VII VIII 
1951-56 1956-61 1961-66 1969-74 1974-78 1980-85 1985-90 1992-97 

Punjab 175 146 212 316 531 1179 1695 2951 
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Maharashtra 37 57 103 199 372 983 1434 3101 

Haryana -- -- -- 358 481 1385 1871 2838 

Gujarat 58 76 108 204 376 1037 1485 2700 

West Bengal 54 48 80 82 200 600 653 1144 

Karnataka 46 62 100 128 276 614 749 3138 

Kerala 31 49 101 156 224 578 727 2378 

Tamil Nadu 28 57 98 134 201 651 1063 2427 

Andhra Pradesh 33 52 91 98 236 584 841 1858 

Madhya Pradesh 34 48 84 114 254 687 1146 1742 

Assam 29 57 103 136 190 526 850 2066 

Uttar Pradesh 25 32 72 132 237 535 803 1372 

Rajasthan 39 53 97 120 237 577 718 2548 

Orissa 56 54 120 113 207 536 897 2123 

Bihar 25 40 67 85 155 456 626 592 

All India 38 51 92 142 262 687 1026 1965 

Source: Centre for Monitoring Indian Economy: Basic Statistics Relating to the Indian Economy, 
Vol.2, States (1989), and Planning Commission, Ninth Five Year Plan, 1992-97. 
 Since 1951, considerable investments have been concentrated at a few places like 

Mumbai, Ahmedabad, Delhi, Kanpur, Kolkata, Bangalore, etc. on ‘efficiency criteria.’  These areas 
have outgrown their capacities and are faced with serious problems of congestion, slums, transport, 
public health, etc. At the same time, they are causing serious brain and resource drain from the 
adjoining areas. They ‘act as suction pumps, pulling in more dynamic elements from the more static 
regions.’  While the growth centres experienced rapid, sustained and cumulative economic growth, 
the neighbouring regions have experienced outflow of people, capital and resources.  

 The adoption of the new technology in agriculture during the 1960s has also 
aggravated regional economic disparities. Working on the assumption of using the scarce resources 
in the most productive way and maximizing foodgrains production to solve the problem of food 
shortage, the Government concentrated its resources on farmers of heavily irrigated tracts in 
different parts of the country. These farmers were already well-off and they were made still better-
off. On the other hand, dry-land farmers and non-farming population of the countryside have been 
left out. This has led to widening of the gap of income disparities between irrigated and dry areas 
and between large farmers and small farmers in every state. 

 The Government did make an attempt toward decentralization and development of 
backward regions through public sector investment programmes in such areas as Rourkela, Bhilai, 
Barauni, etc. But as the ancillary industries did not come up fast enough these areas have continued 
to remain backward despite heavy investment by the Centre.  

 Finally, there was an additional factor for growing regional imbalance after 
Independence. While some State Governments devoted much attention to the industrial 
development of their regions – Punjab, Haryana, Gujarat, Maharashtra and Tamil Nadu (at one 
time) are examples – others were more interest in political intrigues and manipulations than in 
rapid and balanced economic growth of their areas. 

 
3. Policy Measures to Remove Regional Disparities 
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 The Planning Commission of India has sought to tackle the problem of regional 
disparities and backwardness particularly in three ways: 
(i) The recognition of backwardness as a factor to be taken into account in the transfer of 

financial resources from the Centre to the States; 

(ii) Special area development programmes directed at development of backward areas; and 

(iii) Measures to promote private investment in backward areas. We shall deal with these three 
policy measures in greater detail. 

 

Backwardness and Resource Transfer 
 

 The Finance Commissions in India have used backwardness of a State as one of the 
criteria for the transfer of funds from the Central pool to the States. The resource transfers relate to 
Central assistance for State Plans, transfers effected under the recommendations of Finance 
Commission, ad-hoc transfers from the Centre to the States, the distribution of assistance for 
Centrally sponsored schemes, the distribution of long-term and short-term credit from financial 
institutions, etc. The share of the backward States in Play outlay and in Central assistance steadily 
rose from 48 per cent in the First Plan to 57 per cent in the Third Plan. Since then, the share of the 
backward States in Central Plan assistance has been gradually declining to 50 per cent in the Fifth 
Plan, 36 per cent in the Sixth Plan and 37 per cent in the Eighth Plan (Table 2.8). The Tenth Plan has 
projected a further decline to 36 per cent.  

Table 2.8: Central Assistance to State Plans 
 

Plans 
Total 

Assistance to all 
States (Rs. Crore) 

Total 
Assistance to 
Backward States (Rs. 
Crore) 

Percentage of 
Assistance of 
Backward States 

Sixth Plan 
(1980-85) 

16,560 7,590 46 

Seventh Plan  
(1985-90) 

31,420 13,200 42 

Eighth Plan  
(1992-97) 

93,830 35,160 37 

Ninth Plan  
(1997-002)(Agreed) 

185,260 69,990 38 

Tenth Plan  
(2002-7)(Projected) 

254,100 91,080 36 

Note   : The Backward States are Assam, Bihar, Madhya Pradesh, Orissa, Rajasthan and Uttar 
Pradesh. 

Source: Compiled from Tenth Five Year Plan (2002-07), Table 6.1, p.118 of Vol.III. 
 
 Many States demanded that the proportion of Central assistance allotted to special 

projects should be raised from 10 per cent under the Gadgil formula to 25 per cent, so as to benefit 
the backward States. Even the revised formula for Central assistance could not tilt the balance in 
favour of backward states as was intended. 

 There are certain basic difficulties in solving the problem of regional disparities and 
backwardness through transfer of resources from the Centre to the States. There is no guarantee 
that the resources transferred from the Centre to the States would be automatically used for the 
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development of the backward areas or districts. In fact there is a ‘tendency to divert funds intended 
for backward and difficult areas to more forward areas and easier programmes.’2 

 

Special Area Development Programmes 
 

 Specific Plan schemes have been formulated with Central assistance to develop hilly 
areas, tribal areas and drought-prone areas. Moreover, schemes of rural development directed 
towards the improvement of specific groups like small farmers and agricultural labourers were also 
located in backward areas. In course of time, these special schemes for particular target groups, 
become a part of the programme of block level planning for integrated rural development and full 
employment.  

 The Eleventh Finance Commission did not make backwardness as such a criterion 
for resource transfer, but in the formula for resource transfer, among the different criteria, the 
relative distance of the per capita income of State with the income of the State with highest per 
capita income and the index of infrastructure development were indirectly used to include 
backwardness. On the basis of the new formula, backward states and special category states, taken 
together would receive 61.2 per cent of total resource transfer.  

 As per data provided in Table 2.9, the Central Government and the Twelfth Finance 
Commission have made efforts to reallocate resources in favour of the backward States. Out of the 
Normal Central Assistance, as against a population of 52.5 per cent belonging to forward states, 
only 44 per cent of the funds were provided. Similarly, the Twelfth Finance Commission, allocated 
only 41.4 per cent of the total funds to forward States. Consequently, backward States with a 
population of 47.5 per cent received 56 per cent funds under Normal Central assistance and 58.6 
per cent share as per Twelfth Finance recommendations. This indicates the intention of the Central 
Government to tilt the balance of allocations in favour of backward States. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 2.9: Inter-State Shares of Central Assistance 
 

State 
Per Capita GSDP 
(2004-05) (Rs.) 

Population (2001) 
(Crores) 

Share in NCA* 
(2007-08) 

Share Percent as 
per 12th Finance 

Non-Special Category 

                                                
2
 Sixth Five Year Plan, 1980-85, p.87. 
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Forward States 

Goa 80,392 0.14 0.50 0.28 

Maharashtra 37,235 10.21 6.91 5.44 

Punjab 36,376 2.57 2.11 1.42 

Haryana 35,893 2.23 1.77 1.17 

Gujarat 34,223 5.35 3.93 3.89 

Kerala 32,818 3.36 3.26 2.90 

Tamil Nadu 31,603 6.58 5.94 5.78 

Karnataka 28,774 5.57 4.42 4.86 

Andhra Pradesh 26,655 8.03 6.34 8.01 

West Bengal 23,145 8.45 8.81 7.68 

Sub-Total  52.49 43.99 41.43 

Backward States 

Chhattisgarh 20,336 2.20 2.87 2.89 

Jharkhand 19,908 2.84 3.54 3.66 

Rajasthan 18,909 5.95 5.86 6.11 

Orissa 18,440 3.88 6.26 5.62 

Madhya Pradesh 16.597 6.36 6.92 7.31 

Uttar Pradesh 13,842 17.52 19.48 20.98 

Bihar 7,486 8.75 11.06 12.01 

Sub-Total  47.51 56.01 58.57 

All India  100.00 100.00 100.00 

             *NCA implies Normal Central Assistance 
Notes  : States in a particular category have been arranged in the descending order on the basis of 

per capita gross state domestic product (GSDP). 
Source:  Planning Commission, Eleventh Five Year Plan (2007-2012), Vol.I.  
 
Incentives to Promote Investment in Backward Areas 
 

 Various incentives, both fiscal and otherwise, have been provided in order to tackle 
the problem of industrial backwardness and to promote private investment in backward areas. 
These incentives have been provided by the Centre, by the States and by public sector financial 
institutions.  

Central Government Incentives 
 

 The Government of India has been providing important incentives to promote 
private investment in backward areas. These incentives are: 
(i) Income Tax Concession: New industrial units located in backward areas et up after January 
1971 are allowed a deduction of 20 per cent of profits for computation of assessable income. This 
concession introduced in April 1974 was to be available for a period of 10 years.  
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(ii) Central Investment Subsidy Scheme: The scheme of Central investment subsidy, as 
originally announced in 1970, provided for an outright subsidy at the rate of 10 per cent subject to 
a maximum of Rs.5 lakh on fixed capital investment, viz. land, buildings, plant and machinery. The 
rate of subsidy was subsequently raised to 15 per cent and still later to 20 per cent.  

However, the block/talukas/extensions of townships in category B and C areas which have 
exceeded an investment limit of Rs.30 crore as at the time of March 1983 were to be excluded from 
the scope of the investment subsidy scheme.  

With effect from April 1984, the maximum limit of Central investment subsidy has been 
raised to Rs.50 lakh at the rate of 25 per cent in the case of electronics industries set up in hilly 
district.  

(iii) Transport Subsidy Scheme: Under this scheme, introduced in July 1971, industrial 
units set up in hilly, remote and inaccessible areas were entitled to 50 per cent transport subsidy on 
the expenditure incurred for movement of raw materials and finished goods to and from certain 
selected rail heads to the location of the industrial units. The scheme is applicable to remove and 
inaccessible areas in Jammu & Kashmir, and north-eastern hill States. 

(iv) Other Measures: The Central Government has also initiated a scheme at assisting 
State Governments in infrastructural development in identified ‘on-industry districts’ upto one-
third of the total cost of such development subject to a maximum of Rs.2 crore. Under this scheme, 
the Central Government has helped to develop many growth centres through infrastructure 
development. 

 
State Government Incentives 
 

 State Governments have also offered incentives to attract private sector units to the 
backward region. These incentives include provision of developed plots with power and water on a 
no-profit no-loss basis, exemption from payments of water charges for some years, interest-free 
loans on sales tax dues, exemption from octroi duties, exemption from payment of property taxes 
for some years, preferential treatment for the purchase of stores for units located in backward 
areas, subsidy on industrial housing scheme, etc.  In recent years, more than half the assistance 
sanctioned by SFCs, SIDCO and SIICs went to districts designated backward for the concessional 
finance scheme.  

 

Concessional Finance by major Financial Institutions 
 

 The three major public sector financial institutions, viz., Industrial Development 
Bank of India (IDBI), the Industrial Finance Corporation of India (IFCI), and the Industrial Credit 
and Investment Corporation of India (ICICI) provide concessional finance for industrial projects 
located in backward areas. These concessions relate to: a lower rate of interest on rupee loans (9.5 
per cent as against 11.5 per cent), a longer period of repayment (generally 15 to 20 years, as against 
10 to 12 years), participation in the risk capital or debenture issues, charging only half the normal 
rte of underwriting commission, waiving of commitment charges, etc.  

 The above three public sector financial institutions have also taken many other 
steps for the development of backward areas. They have prepared, at their own cost, feasibility 
study of projects which seem promising and they encourage prospective entrepreneurs to assess 
them and take interest in implementing them. These institutions run entrepreneurial training 
programmes for the benefit of small and medium entrepreneurs. Finally, IDBI has been 
instrumental in setting up several technical consultancy organizations (TCOs) throughout the 
country. These organizations provided technical consultancy service, so very necessary for the 
development of backward areas. 
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4. Tenth and Eleventh Five Year Plans and Regional Disparities 
 

 Barring the First Five Year Plan (1951-56), every successive Five Year Plan has 
highlighted the widening disparities between States and between different regions within States 
and the necessity to narrow down these disparities. The Tenth Plan took up this problem as a 
challenge, since these backward States and regions, despite many efforts in the past, have continued 
to be characterized by ‘high poverty, low growth and poor governance.’  They represent the most 
glaring failure of the existing policies and administrative procedures and hence it is these areas that 
need to be addressed, in a special way, during the Tenth Plan. 

 
Tenth Plan Strategy for Less Developed States 
 

 As States with better infrastructure generally attract private investment in much 
larger measure than other States, the Tenth Plan would like to adopt a multi-pronged strategy to 
accelerate the development of less developed States and backward regions within developed States. 
Accordingly, the Tenth Plan strategy is: 
(i) High level of capital investment is an important component of this strategy. A high 

proportion of Central assistance and States’ own resources would be devoted in improving 
infrastructure gaps in less developed States. 

(ii) Funds alone cannot address backwardness; but development effort should be accompanied 
by Governance and institutional reforms to make the targeted investment effective. 

On the basis of this strategy, the Tenth Plan formulated a new scheme called Rashtriya Sam 
Vikas Yojana – RSVY (National Equal Development Plan) to support the development initiatives in 
backward states and regions. RSVY was a new initiative introduced from the financial year 2002-03, 
with the specific focus on development programmes for backward areas, help reduce imbalances, 
speed up development and help the backward areas to overcome poverty and unemployment. RSVY 
would facilitate the States to take up productivity-enhancing reforms. These would consist of 
reforms in the administrative and financial structure, the way financial and administrative powers 
are delegated and include policies relating to the day-to-day life of the ordinary people. Besides, the 
reforms undertaken should have a multiplier effect on the concerned regions.  

The implementation of various development programmes in backward States and regions 
during the past Five Year Plans, especially during the Ninth Plan, brought out clearly that funds 
were not the only bottleneck in the development process. More often, the existing rules and the way 
they are interpreted prevent the services meant for the poor and the marginalized reaching the 
target groups. 

Under the present RSVY arrangement, each State has to identify and choose the reforms 
process and enter an agreement with the Centre to implement the reforms process. Only those 
States which enter into such agreement will be entitled to receive funds based on Gadgil-Mukherjee 
formula.  

Eleventh Five Year Plan and Balanced Regional Development 
 

 In the Eleventh Five Year Plan commenting on regional disparities states: 
“Redressing regional imbalances has indeed been a vital objective of the planning process. 
However, despite the efforts made, regional disparities have continued to grow and the gaps have 
been accentuated as the benefits of economic growth have been largely confined to better 
developed areas. Paradoxically, it is the natural resource rich areas which continue to lag behind. 
This has in turn tightened the stranglehold of the naxalite movement and demands for division of 
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States in these areas. With the removal of controls and the opening up of the economy to external 
forces, the pressure of market forces may tend to exacerbate inter and intra-State disparities.”3 

 Warning the Government, the Eleventh Plan further mentions: “Redressing regional 
disparities is not only a goal in itself but is essential for maintaining the integrated social and 
economic fabric of the country without which the country may be faced with a situation of 
discontent, anarchy and breakdown of law and order.”  

 The Eleventh Plan has listed the programmes which are particularly targeted 
towards poor areas and poor people, especially those below the poverty line. Since backward States 
have higher percentages of the poor people, their share in these programmes is bound to better. 
The programmes of resource transfer under centrally sponsored schemes are as under:  

 
(i) Pradhan Mantri Gram Swaranjayanti Swarozgar Yojana (PMGSY) is targeted at BPL (Below 

Poverty Line) families and has in-built safeguards for the weaker sections with 50 per cent 
benefits reserved for SC/STs. 

(ii) Indira Awaas Yojana gives 75 per cent weightage to housing shortage and 25 per cent to 
poverty ratios. 

(iii) National Rural Health Mission (NRHM) focuses on 18 States which have weak public health 
indicators or weak infrastructure. 23 per cent of funds from the scheme are provided to two 
states, viz., Uttar Pradesh (16 per cent) and Bihar 77 per cent). 

(iv) Sarva Shiksha Abhiyan – Under this programme, seven States, viz. Uttar Pradesh, Bihar, 
Jharkhand, Madhya Pradesh, Chhattisgarh, Rajasthan and Orissa received 59 per cent of 
total outlay. 

(v) Under supplementary nutrition programme, the seven backward States received 82.3 per 
cent of the total allocation though their population was only 44 per cent. 

 
 
 
 
 
 
 
 
 
 
Table 2.10: Allocation of Funds under Various Central Funded Schemes (2007-08) for 

Backward States 
 
(Rs. Crore) 

State 
Population 
Share (2001) 
(%age) 

PMSGY NRHM SSA IAY 
Supp. 

Nutrition 

Uttar Pradesh 16.2 675 1459 1759 478 509 

                                                
3 Planning Commission, Eleventh Five Year Plan (2007-12), Vol.I, p.155. 
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Bihar 8.1 457 681 1154 1063 185 

Jharkhand 2.6 225 263 669 95 60 

Madhya Pradesh 5.9 890 544 894 111 131 

Chhattisgarh 2.0 690 225 390 56 590 

Rajasthan 5.5 434 548 800 89 98 

Orissa 3.6 543 345 449 209 96 

Sub-Total 43.9 
3914 
(60.2) 

4065 
(45.3) 

6115 
(59.0) 

2101 
(52.1) 

1669 
(82.3) 

All India Total  
100.00 

6500 
(100.0) 

8970 
(100.0) 

10371 
(100.0) 

4033 
(100.0) 

2027 
(100.0) 

Note   : Figures in brackets are percentage of All-India total outlay for these schemes. 
Source: Compiled and computed from the data provided in the Eleventh Five Year Plan, 

2002-07, Vol.I.  
 
 Taking all the five schemes together, out of a total allocation of Rs.31,901 crore the 

allocation for the backward States was Rs.,17,864 crore – that is 56 per cent of the total. 
 Rashtriya Sam Vikas Yojana (National Equal Development Fund) was introduced in 

2003-04 to address the problems of low agricultural productivity, unemployment and critical gaps 
in infrastructure. The scheme covered 147 backward districts and each district was to receive Rs.45 
crore. During the Tenth Plan, an amount of Rs.4,763 crore was released under RSVY. 

 Backward Regions Grant Fund aims to help programmes like Bharat Nirman and 
National Rural Employment Guarantee Programme (NREGP) which are explicitly designed to meet 
rural infrastructure needs but which need supplementation to address critical gaps.  

 The scheme has two components, namely, (i) District Component covering 250 
districts, and (ii) Special Plans for Bihar State and Kalahandi-Bolangir-Koraput (KBK) districts of 
Orissa State. The Special Plan aims to bring about improvement in sectors such as power, road 
connectivity, irrigation, forestry and watershed development. An allocation of Rs.1,000 crore per 
annum was made during the Tenth Plan for the Special Plan. 

 
Development of North-Eastern Region 
 

 North-Eastern Region (NER) comprises of States, namely, Arunachal Pradesh, 
Assam, Manipur, Mizoram, Meghalaya, Nagaland, Sikkim and Tripura. These States have been 
classified as Special Category States. Since these States did not participate in the process of planned 
development in the first two decades of planning, they were deprived of the benefits of 
infrastructure development. It was only after the formation of North-Eastern Council that these 
States received special attention. During 1973 and 2006-07, a total investment of Rs.7,182 crore 
have been made in NER. Out of this, Rs.3,315 crore (46.7per cent) were used for the development of 
transport and communications and Rs.2,586 crore (36.0 per cent) were used for power and water. 
These two items, taken together accounted for nearly 83 per cent of total investment, leaving very 
little for agriculture, industry, human development in the form of health and education.  

 NER has hydro-power potential of 62,357 Mw (42.5 per cent) against the All-India 
potential of 148,701 Mw. Arunachal Pradesh alone has hydro-power potential of 50,238 Mw which 
is 80 per cent of the total hydro-potential of NER. This accounts for 34 per cent of the total potential 
of the country. Eleventh Plan laments: “Despite recognizing this potential, the desired thrust is not 
there as hydel power development requires huge investments.”  Since the coal resources of the 
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country are expected to be exhausted during the next 30 years, it would be desirable to take up 
massive hydro-power projects increase the importance of NER in the energy sector and thus will be 
beneficial not only for NER, but also for the entire country. It will also reduce the disruption in 
communications and loss of life and property due to frequence occurrence of floods and landslides, 
causing natural disasters in North-Eastern Region.  

 During the Tenth Plan, a total investment of Rs.80,940 crore was made in the NER 
during 2002-03 and 2006-07. 

 According to the Eleventh Plan, though the NER is rich in development in terms of 
human capital and natural resources, yet lack of infrastructure has impeded the growth process in 
this region. The situation as it prevails in the North Eastern Region is that “the primary sector has 
remained largely stagnant; the secondary sector has been handicapped due to variety of reasons. 
The planning exercise has resulted mainly in the expansion of the tertiary sector.”  There is a need 
to stimulate the growth of agriculture as well as industry in NER.  

 
5. State Human Development Reports 
 
 India has the largest programme of any country in the world for the preparation of 

Human Development Reports at the State level. So far, 18 States have published these reports. 
Others are in the process of preparation. On account of differences in methodology, the Human 
Development Indices (HDIs) developed by them are not comparable. Notwithstanding that, they 
broadly indicate the level of human development in a State.  

 However, the HDIs at the district level in a state are comparable. Efforts are being 
made to standardize Human Development Reports at the State Level as well. 

 Table 2.11 provides the range of HDIs among the districts within each State in 
comparison with the state average.  

 The co-efficient of variation indicates the inter-district disparity within a State. This 
provides the basis for intervention by the States to remove disparity within the State. For instance, 
in Maharashtra, the HDI for Mumbai city is 1.0.  Even if we treat this as an outlier, the next highest 
HDI in Maharashtra is 0.82 for Thane district. The lowest HDI for any district is 0.210. 
Consequently, co-efficient for variation for Maharashtra in 36.55 per cent which is the highest in the 
country. As against it, in Kerala, HDI for various districts ranges between 0.749 and 0.801, with a 
co-efficient of variation of 2.3 per cent which is the lowest in the country. This highlights that 
whereas inter-district disparity in Maharashtra is very high, it is very low in Kerala. Besides that a 
perusal of data given in the Table reveals that whereas Karnataka, Punjab, Rajasthan, Tamil Nadu, 
Sikkim show low inter-district disparity in HDI, Assam, Chhattisgarh, Nagaland, Arunachal Pradesh 
and Gujarat show high inter-district disparity.  

 
 
 
 
 
Table 2.11: Disparities in State HDIs in India 
 

State 
No. of 
Districts in 
the State 

State HDI 
Highest HDI for 
a District in the 
State 

Lowest HDI for 
a District in the 
State 

Coefficient of 
Variation (%) 

Kerala 14 0.773 0.801 0.749 2.37 
Tamil Nadu 29 0.657 0.757 0.584 5.97 
Karnataka 27 0.633 0.753 0.547         7.62 



IJRESS                  Volume 5, Issue 8 (August, 2015)             (ISSN 2249-7382) 
International Journal of Research in Economics and Social Sciences (IMPACT FACTOR – 5.545) 

 

                  International Journal of Research in Economics & Social Sciences 

    Email id: editorijrim@gmail.com, http://www.euroasiapub.org 
 

 

173 

Nagaland 8 0.620 0.733 0.450 15.89 
 

West Bengal 18 0.610 0.780 0.440 16.68 
Maharashtra 34 0.580 1.000 0.210 36.55 

Punjab 17 0.537 0.761 0.633 4.93 
Uttar 

Pradesh 
70 0.532 0.710 0.366 11.59 

 
Arunachal Pradesh 17 0.515 0.660 0.362 18.36 

Gujarat 25 0.479 0.582 0.309 16.14 
Chhattisgarh 16 0.471 0.625 0.264 21.16 

Sikkim 4 0.454 0.501 0.391 8.92 
 

Himachal Pradesh 12 0.433 0.534 0.390 11.14 
Rajasthan 32 0.424 0.656 0.456 8.88 
Assam 23 0.407 0.650 0.214 27.90 
Orissa 30 0.404 0.736 0.389 16.94 
Madhya 

Pradesh 
45 0.394 0.694 0.372 11.37 

Note   : Data for States has been re-arranged in the descending order on the basis of State 
HDI. 

Source: State Human Development Reports (SHDRs) as given in Eleventh Five Year Plan 
(2007-2012), Vol.I.  

 
 Obviously, whereas there is an overall effort in all States in India to improve HDI, 

specific interventions are being made to improve inter-district disparity by various State 
Governments. Governments of West Bengal, Andhra Pradesh and Gujarat have initiated measures 
for uplifting backward districts so that inter-district disparity is reduced. 

 According to the Human Development Report, countries which attain HDI level of 
0.8 and above are classified among the high HDI countries. Those with HDI in the range of 0.5 to 0.8 
are among medium HDI countries and others showing HDI below 0.5 are among the poor HDI 
countries. Treating India as a sub-continent and considering each State as a country, we observe 
that none of the Indian States can be classified as one with a high HDI.  Kerala with and HDI of 0.773 
is making an effort to reach the high HDI category. Arunachal Pradesh, Karnataka, Maharashtra, 
Nagaland, Tamil Nadu and Uttar Pradesh fall in the medium HDI range. All other States are in the 
range of low HDI. 

 Efforts have, therefore, to be made to concentrate development on those sections of 
our population which have remained poor, lack health and education facilities. The backward States 
should be helped to catch up with the relatively more advanced HDI States and within each State, 
the backward districts have to be given greater attention and resources so that inter-district 
disparities are reduced. We have miles to go before we sleep.  


