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Trends in Inter-State Inequalities of Income in India

Nirupam Bajpai and Jeffrey D. Sachs

Abstract

An attempt is made in this paper to examine the tendency towards convergence of income levels
among the states of India over the period 1961-93. We find convergence of per capita income levels
only during the first sub-period, that is, 1961-71. For the remaining two sub-periods, 1972-82 and
1983-93 we find evidence for per capita income levels to be diverging, although not significantly.
We suggest that convergence during the period 1961-71 is primarily due to the impressive growth
in the agricultural sector as a result of the green revolution. The slowing down of the industrial
growth during the 1970s and the emergence of a city based pattern of industrial development which
was concentrated only in a few regions seems to be the reason for the divergence seen during this
sub-period. While there was a considerable step-up in India’s GDP growth over the 1980s, however,
the poor states were not able to catch up with their rich counterparts and the income levels continued
to show divergence as in the earlier period. India’s development strategy up until 1991 characterized
by planning and state-led industrialization failed to reduce regional disparities in any meaningful
manner. Four decades of planned economic development could not provide the necessary growth
impetus for the poor and lagging states. With the launching of economic reforms in 1991 it may be
reasonable to expect some states to surge ahead rapidly and that states, such as Karnataka, Kerala,
Tamil Nadu and West Bengal may gain more from reforms in the initial stages rather than Uttar
Pradesh, Madhya Pradesh or Bihar.
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Trends in Inter-State Inequalities of Income in India

I. Introduction

India displays a high degree of complex regional heterogeneity in the levels of social and
economic development. With the adoption of planning and a strategy of state-led industrialization,
it was envisaged to have balanced growth in the country so as to minimize the inter-state disparities.
A number of studies have been done covering different time periods to examine whether per capita
income levels have been converging or diverging. Nair (1971) analyzed the inter-state differences
between 1950-60 and found that there was no noticeable reduction in the income differentials. In
other words, the first decade of Indian planning does not seem to have witnessed any tendency
towards convergence of income levels.

Analyzing the nature of change in inter-state income differentials, Nair concludes that neither
the changes in the degree of industrialization nor the labor productivity helped reduce income
disparities. Similarly, Chaudhury (1974) in a paper studying state income inequalities between 1950-
70 concluded that the degree of state income inequality had remained unchanged. Majumdar and
Kapoor (1980) suggest that over the period 1962-76, there has been a steady increase in the inter-
state inequalities of income in India. Gupta (1973) studying the role of the public sector in reducing
the regional income disparity in the Five Year Plans suggests that the public sector investment
activities over the period 1950-66 have contributed to reducing the spatial income disparity in the
country. The public sector net investment constituted nearly 70 percent of the total net investment
over the Fourth plan period. Hence, the public sector influence in reducing regional income
disparities is obvious. In this paper we examine the tendency towards convergence of income levels
among the states of India over a much longer time period.

A study on regional income disparities in India is perhaps very timely now. In the backdrop
of over four decades of planned economic development, the study may help us find as to how
successful was planning - as a development strategy - to reduce regional income disparities.
Secondly, likewise China, India too has extensive geographical disparities in the sectoral distribution
of economic activity, living standards, resource base, and other determinants of income levels and
income growth. In fact, India can draw lessons from the Chinese experience since the process of
economic reforms has come a long way in the latter and has only recently begun in the former.
Besides, the gap in per capita income between the richest state in India (Punjab) and the poorest
(Bihar) in the 1980s was 3 to 1.

This paper is organized as follows: while section II illustrates the basic findings of Indian
economic convergence. Sections III, IV, and V are devoted to detailed statistical analysis of each of
the three sub-periods. Early results since liberalization are discussed in section VI. Concluding
remarks are presented in section VII.



There is a sizeable amount of literature relating to convergence across regions and countries.
Williamson (1965) -suggests that regional inequalities widen in the early development stages, while
mature growth produces regional convergence. This is to say that the pattern of regional inequalities
is in the form of an inverted "U'. Also, that regional inequality is much more extensive within the
agricultural than within the industrial sector, and that labor participation rates in part contribute to
regional income per capita differentials.

Economic convergence like economic growth has yet to have a universally acceptable model.
In the Solow-Swan closed economy growth model, per capita incomes differ in various economies
due to the capital-labor ratio(K/L) ratio. With a given savings rate, a lower initial K/L is associated
with a faster proportionate increase in K/L on the way to reaching the equilibrium point Barro and
Sala-I-Martin (1995). Consequently, there is a tendency for the poor countries to grow at faster rates
than their rich counterparts. However, if there is factor mobility between the rich and the poor
countries, capital will tend to flow from the rich to the poor, while labor will tend to migrate in the
other direction. In this process, there will be a tendency to equalize per capita income levels. Factor
mobility is therefore the key to hasten the process of convergence. Factor mobility may include
flows of technology - through licensing, foreign direct investment, joint ventures - as well as flow
of labor and capital.

Also, there is the other possibility that if for example, capital flows from the richer to the
poorer states, the labor migration in the reverse direction may reduce since more jobs would be
created in the poorer states than in the richer states. If capital is earning the same rate of return in
both the rich and poor states, then capital flow from the rich to the poor may not take place.
However, since the incremental capital output ratio (ICOR) is higher in the richer states, this would
imply a lower labor cost per unit of investment in the richer states than in the poorer states. In the
process, the richer states would be specializing in capital-intensive commodities while the poorer
states in labor-intensive commodities. Besides, the relative factor prices would tend to equalize
among states as such a growth pattern would check labor migration. Interestingly enough, in the
backdrop of such a growth process, the poorer states are likely to gain significantly from the
liberalization process currently underway in India. Richer states, on the other hand, may have to bear
most of the burden of adjustment.

Romer (1986) suggests that convergence of income levels may not take place if technology
exhibits increasing returns to scale. Countries or regions that begin with high level of K/L may tend
to have the same income differentials over time with countries or regions with lower levels of K/L.
Capital, in these models is not merely physical capital, but also human capital, and the endogenous
accumulation of technology.

Among OECD economies, Dowrick and Nguyen (1989) have found income levels to be
converging and similarly for the European Community, Ben-David (1993) has found convergence
of income levels. Besides, Jian et al. (1995) emphatically argue that convergence of real per capita
GDP among the Chinese provinces is distinctly seen in the period 1978-90. Of course, during the
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cultural revolution period, that is, 1965-78, there is a clear trend of divergence in income levels
among the Chinese provinces. However, it is significant to note that the period of convergence began
with the launching of economic reforms in China. Sachs and Warner (1995) suggest that
convergence is found in the subset of countries linked together by open trade policies. Segregating
the different countries into open and closed economies, they argue that while the open group
demonstrates marked tendencies towards convergence, the closed group does not.

Empirical research on the subject of income convergence conclusively demonstrates that the
probability of convergence is highest when national or regional economies are linked by open trade
and factor mobility. In other words, free movement of capital, labor, and technology is vital for
convergence to occur - it may be both, inter-regional and inter-national.

II. Convergence among Indian States

We cover a period of thirty three years in this paper, that is 1961-93. We divide this period
into three sub-periods, of course there being no particular reason for this temporal division. The basic
policy framework over 1961-90 has remained the same. A major shift is seen only in June 1991,
when a program of economic policy reforms was launched. Our three sub-periods are: 1961-71,
1972-82, and 1983-93.

India is presently divided into twenty-six states. However, paucity of data limits our sample
size to nineteen states only. The states which could not be included are: Arunachal Pradesh, Goa,
Himachal Pradesh, Meghalaya, Mizoram, Nagaland, and Sikkim. A map of India with the state
boundaries is shown in Figure 1. All the states are listed in Table 1. Some basic statistics relating
to the states (those in our sample) is given in Table 2. Details about the data are given in the
appendix.

We begin with two ways of examining the presence or absence of unconditional convergence.
The first measure is the so-called o-convergence. We measure the standard deviation across regions
of the logarithm of real State Domestic Product (SDP) per capita. We say that there is o-convergence
if the standard deviation tends to decline over time. The second measure is the so-called B-
convergence. Here we regress the proportionate growth in per capita SDP on the initial level of per
capita SDP. We say that there is B-convergence if the coefficient on initial income, denoted P, is
negative and statistically significant.

Figure 2 provides evidence on convergence. Here we plot the standard deviation of log real
per capita SDP. The figure shows that during the period 1961-74, regional disparities reduced.
Between 1974-82, regional income dispersion is seen to rise whereas in the period 1983-93, there
is no significant change in the income disparities.

Table 3 shows the regressions in the measures of B-convergence. For the period 1961-71,
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there is a statistically significant negative association between growth and initial SDP per capita,
evidence for convergence. During the second period, 1972-82, we see a small, positive and
statistically insignificant value of B. The third period also shows similar results as the second. For
the overall period, there is a statistically insignificant negative association between growth and initial
SDP per capita. Put simply, Convergence is seen in the first period and the remaining two periods
display only slight divergence in income levels. We discuss the results of these three sub-periods in
detail next.

III. 1961-71

The first period of our study comprises the Third Five Year Plan (1961-66), three Annual
Plans (1966-69), and the first two years of the Fourth Plan. This period was characterized by two
border conflicts and two successive droughts. There is evidence of convergence during this period.
The changes brought about in the agrarian economy during the sixties loosened the “feudal chains'
that had impeded agricultural development and permitted the use of technological inputs on a large
scale. The phenomenal increase in the agricultural output (in selected states) is closely related to the
increased absorption of the technological inputs. For instance, for every 10,000 hectares of land in
India, the number of tractors increased from 3.7 to 12.5, similarly the number of tubewells from 65
to 233 and use of fertilizers in NPK units from 39 to 186 and finally the gross irrigated area as per
cent of general cultivated area increased from 18 to 23 per cent between 1961-71.

In the early sixties, it was decided to take up a select number of districts of “potential
development' and use the limited capital inputs available there. Consequently, land productivity
increased significantly in a few regions. Thus, the regional dimension of the productivity factor in
the growth process during the sixties happens to be much more important than that of the area factor.
This was a shift in the agricultural development strategy - a substantial portion of the increased
output being accounted for by the productivity factor during the period 1960-70 as opposed to that
of the preceding period. High productivity regions were: (I) Punjab-Haryana-western Uttar Pradesh;
(i1) deltaic West Bengal and (iii) coastal Andhra Pradesh, Tamil Nadu, Kerala and coastal and
eastern Karnataka.

Table 4 reports in detail the results of the convergence regressions. The first sub-period
(1961-71) is further divided into two periods, 1961-66 and 1966-71. For each state, we calculate the
share of agriculture in SDP for the initial year 1961, and include that agricultural share as a
regressor. We assume that states with a high share of agriculture in 1961 will grow less rapidly
during 1961-71 since these states would get lesser allocation of industrial investments. The initial
agricultural share of SDP share enters with a negative coefficient that is close to statistical
significance.

Controlling for the agricultural share, the initial per capita income now enters with a negative
and statistically significant coefficient. During the first sub-period, therefore, there seem to be two
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forces driving in opposite directions. First, a bias against the agricultural regions (as mentioned
earlier, in the 1960s selected districts were targeted for agricultural development) which perhaps led
to divergence and certain unidentifiable forces pushing towards convergence. The end result was a
very slight amount of convergence. Figures 2 and 3 support the regression results inasmuch as a
declining standard deviation is seen in the former, whereas the latter displays a cluster of states
together, except for the better off (Punjab, Haryana, and Delhi) and the worse off (Bihar, Orissa, and
Manipur). Refer to Table 2 for the numbers that correspond to the states.

Briefly put, during this period, the strategy of green revolution led to the emergence of two
clusters of development that were healthy and dynamic. These were: (a) Punjab-Haryana-western
Uttar Pradesh; (b) coastal plains of Tamil Nadu. Eastern plains of West Bengal, western Uttar
Pradesh, eastern Karnataka, and Kerala were also dynamic and healthy but did not display adequate
change in labor productivity. Extensive parts of Madhya Pradesh, Bihar, Andhra Pradesh, and
Maharashtra were chronically underdeveloped and the strategy of agricultural development in these
areas, had, at best, a marginal impact. This period also saw rapid industrial growth in India. During
this period, capital stock grew by an annual compound rate of 12.6 per cent; employment in
manufacturing by 4.4 percent; and the value added by 8.1 per cent.

IV. 1972-82

The second period of our study comprises last three years of the Fourth Plan, the Fifth Plan,
an Annual Plan, and the first two years of the Sixth Plan. There were a number of cross border
problems during this period. Table 5 reports the detailed results of our second sub-period. This
period is sub-divided into 1972-77 and 1977-82. As is shown in figure 2 and is confirmed from the
regression results, the second sub-period displays very minor divergence. There is a small, and
statistically insignificant association between growth and initial SDP per capita during 1972-82
period. Also, that the anti-agricultural bias is more severe in the 1972-77 period.

During the decade of the 70s, industrial growth in India slowed down considerably. The rate
of growth of capital stock dropped to 3.5 per cent, value added to 3.9 per cent and of employment
in manufacturing to 2.8 per cent. This period saw two distinct patterns of industrialization in India:
(a) typically based on capital intensive, large-scale manufacturing units in a few cities in an
agglomerated fashion, these of course having been in existence for quite some time and the new
pattern of the 70s, that is, (b) labor intensive, small-scale units spread over small towns and rural
settlements. This new dynamics of spatial deconcentration of industries began to reverse the earlier
trend of concentration in a few states.

City based industrial development was concentrated only in a few regions. Important
industrial cities were: Calcutta, Madras, Bombay, Delhi, Jamshedpur, Ludhiana, and Jullundhar.
While Calcutta, Madras, and Bombay developed primarily because of being major port towns of
colonial India, Delhi, on the other hand, is basically a service oriented city receiving a
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disproportionately large share of public expenditure. Jamshedpur-Bokaro region had large private
and public sector investments in the steel industry and Ludhiana and Jullundhar were known for their
woollen garments and sports goods industries. Very low levels of agglomerated industrialization was
found in Jammu and Kashmir, Bihar, Assam, Karnataka and Kerala.

The second pattern of industrialization developed in a much more dispersed fashion in the
towns and rural areas. This was more evenly distributed within the regions and hence shows much
less interregional variation. Over the 70s this process of dispersed industrialization extended over
parts of Delhi and Haryana in the north; Andhra Pradesh, Kerala and Karnataka in the south; Gujarat
and Mabharashtra in the west; and Madhya Pradesh in central India. This period witnessed the decline
of the traditional jute and cotton textile industries in the states of Maharashtra, Gujarat and West
Bengal and saw the emergence of a large number of new, more diversified and less space-specific
industries. Assam, Mizoram, Bihar, Jammu and Kashmir, and Orissa were still deprived of this
pattern of industrial development.

V. 1983-93

This period comprises last two years of the Sixth Plan, the Seventh Plan, and the first three
years of the Eighth Plan. Table 6 reports the detailed results of our third period. The two sub-periods
of this period are: 1983-87 and 1987-93. The regression results along with figure 4 suggest that the
third sub-period also displays minor divergence. There is a small, and statistically insignificant
association between growth and initial SDP per capita during 1983-93. While there was a
considerable step-up in India's GDP growth rate over the 80s, the regional disparities continued to
stay, if not grow wider. The richer states continued to grow richer while their poor counterparts
remained poor. Accordingly, Delhi, Punjab, Haryana, and Maharashtra were at the top whereas
Bihar, Orissa, Assam, and Manipur continued to be at the bottom. Andhra Pradesh, Kerala,
Rajasthan, and Tamil Nadu have also been lagging behind for several reasons.

During this period there is very little divergence because of two reasons. First, in some of the
hitherto lagging states, there seems to be a clear acceleration in their growth process. These states
are: Karnataka, Madhya Pradesh, Assam, Uttar Pradesh, and Tripura, and secondly, states which
grew rapidly during the earlier periods do not seem to have experienced significant increase in their
long-term growth rates. The case of Karnataka is some what similar to that of Maharashtra.
Beginning with high growth in the tertiary sector, Karnataka had no significant shifts in the
remaining sectors of the state economy. However, long-term structural changes in the economy made
their impact on the overall growth and turned Karnataka-into a high growth state in 1986.

The growth stories of Madhya Pradesh and Assam are a lot similar. While neither of them
experienced any significant shift in their primary sector growth, their industrial growth was followed
by service sector growth. Oil fields in Assam and the linkages with neighboring high growth
economies for Madhya Pradesh have perhaps been critical factors in the process of their growth
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acceleration in the 80s. Uttar Pradesh and Tripura, on the other hand, had very different experiences.
In the 80s they had significant increases in their secondary and tertiary sectors, having already had.
high growth rates in their primary sector earlier.

VI. Early Results since Liberalization

A program of economic policy reform was launched in mid-1991 primarily in response to
a serious fiscal and balance of payments crisis. Since then the central government has introduced far
reaching changes in the fiscal policy, trade and exchange rate policy, foreign investment policy, and
industrial policy etc. However, reforms at the state level are very slow moving, if at all states have
initiated any reforms. While we recognize the wide spectrum of India's economic reforms, we are
of the view that they need to move much faster in the years to come.

Data in Table 7 gives state-wise and industry-wise break-up of foreign investment approvals.
Coastal states which are perhaps more outward-looking, such as Maharashtra, Tamil Nadu, Andhra
Pradesh, Gujarat, and Karnataka are likely to be the big gainers from the process of economic
liberalization. Also, Delhi has attracted substantial investments. Whereas states, such as Bihar, Uttar
Pradesh, Punjab, and Rajasthan are likely to lag behind since they may be less favored by trade.

283 projects have been approved for Maharashtra totaling an investment of Rs. 50990
million between January 1993 and October 1994. Similarly, 169 projects worth Rs. 25497 million
for Delhi; 169 projects worth Rs. 11601 million for Tamil Nadu; 104 projects worth Rs. 10173
million for Andhra Pradesh; and 84 projects worth Rs. 17609 million for Gujarat. By contrast, Bihar
has had only 7 projects so far for a total investment of Rs. 709 million; 60 projects worth Rs. 1175
million for Uttar Pradesh; 24 projects worth Rs. 4967 million for Punjab; and 54 projects worth Rs.
2762 million for Rajasthan over the same time period.

VII. Concluding Remarks

We find convergence of per capita income levels only during the first sub-period, that is,
1961-71. Subsequently, for the remaining two sub-periods, 1972-82 and 1983-93 there is slight
divergence shown in our regression results. We can conclude that India's development strategy
characterized by planning and state-led industrialization failed to reduce regional disparities in any
meaningful manner. Four decades of planned economic development could not provide the necessary
growth impetus for the poor and lagging states.

The Chinese experience has very clearly demonstrated that the convergence of income levels
is strongly associated with a outward-oriented growth strategy. Rural reform along with reform of
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the trade and investment regimes in China have been critical to the process of convergence. A
program of economic policy reform is currently underway in India and if it were to go through
completely, we expect India to repeat what China has achieved, if not surpass them.

With the process of unleashing competition among the states in India, it may be reasonable
to expect some states to surge ahead rapidly. This has also been true for China where the coastal
provinces have had growth rates which are much higher than the provinces in the interior. Karnataka,
Kerala, Tamil Nadu, and West Bengal may gain more from reforms in the initial stages rather than
Uttar Pradesh, Madhya Pradesh or Bihar. Well to do states, such as, Punjab, Haryana, Delhi,
Maharashtra, and Gujarat are in any case going to be beneficiaries of economic liberalization in
India.
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APPENDIX

Data sources and description:

Our data covers a period of thirty three years (1961-93) in nineteen states of India. The seven
exceptions are Arunachal Pradesh, Goa, Himachal Pradesh, Meghalaya, Mizoram, Nagaland, and
Sikkim. Data is not available for these states over a large number of years. The basic data used in
the paper is from Indian official statistical publications. These are: 1) Various volumes of the Central
Statistical Organization (CSQO) publication on Estimates of State Domestic Product; 2) Various
volumes of Statistical Abstract of the Indian Union; 3) Economic Survey, 1994-95; 4) India
Database: The Economy, Volume I & II, H L Chandhok and The Policy Group, 1990 and 5) Various
volumes of the Annual Survey of Industries (ASI) published by the Ministry of Planning,
Government of India; and 6) Secretariat for Industrial Approvals (SIA).

The Estimates of State Domestic Product (SDP) are available over long time series for
nineteen state economies of India. These nineteen states are listed in the first column of Table 2. A
complete list of states is given in Table 1. The concept of SDP used in the paper is the concept of
net domestic product (NDP) and is based on income originating in the state rather than income
accruing to the state. Data on SDP with uniform base year figures for states over the period being
examined are not provided in the CSO publications. In order to have a consistent set of data on SDP
and its sectoral break-up for each of the state economies at 1970-71 constant prices, the procedure
of linking the indices by changing the base of constant prices is followed.

The primary sector consists of agriculture and allied activities, fishery, forestry, and mining
and quarrying sub-sectors. The secondary sector includes manufacturing, construction, electricity,
gas and water supply. The tertiary sector comprises transport, communication, storage, hotel and
restaurants, finance and real estate, banking and insurance, public administration, community and
personal services, and other services. We have used the share of primary sector in the SDP to
measure the change in the economic structure and its effect on growth. By total population we mean
the total number of people in the state as of the end of a particular year. CSO data on state-wise real
per capita SDP is arrived at by using total population along with SDP deflated by the base year
prices.
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Table 1: List of States

1 Andhra Pradesh
2 Arunachal Pradesh
3 Assam

4 Bihar

5 Delhi

6 Goa

7 Gujarat

8 Haryana

9 Himachal Pradesh
10 Jammu & Kashmir
11 Karnataka

12 Kerala

13 Madhya Pradesh
14 Maharashtra

15 Manipur

16 Meghalaya

17 Mizoram

18 Nagaland

19 Orissa

20 Punjab

21 Rajasthan

22 Sikkim

23 Tamil Nadu

24 Tripura

25 Uttar Pradesh

26 West Bengal

-
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Table 2: Basic Statistics of India 1981:

State

Andhra Pradesh
Assam

Bihar

Delhi

Gujarat
Haryana

Jammu & Kashmir
Karnataka
Kerala

Madhya Pradesh
Maharashtra
Manipur

Orissa

Punjab
Rajasthan

Tamil Nadu
Tripura

Uttar Pradesh
West Bengal

Per Capita
SDP (Rupees,
1971 Prices)

721
534
445
1494
980
1068
638
718
622
530
989
525
476
1446
575
674
607
516
749

Population Agricultu-

(millions)

53.55
19.90
69.92
6.22
34.09
12.92
5.99
37.14
25.45
52.18
62.78
1.42
26.37
16.79
34.26
48.41
2.05
110.86
54.58

industrial

al Share in Share in

SDP

0.49
0.56
0.44
0.03
0.42
0.50
0.49
0.46
0.39
0.49
0.27
0.45
0.61
0.51
0.51
0.31
0.57
0.53
0.40

SDP

0.22
0.19
0.31
0.29
0.29
0.24
0.24
0.31
0.27
0.27
0.40
0.24
0.16
0.20
0.20
0.35
0.13
0.24
0.28

Services
Share in
SDP

0.29
0.24
0.25
0.68
0.29
027
0.26
0.23
0.34
0.24
0.33
0.31
0.23
0.29
0.29
0.35
0.30
0.23
0.32



Table 3: Basic Convergence Regressions:

Dependent Variable: Annual growth rate of real per capita SDP

1961-71 1972-82 1983-93 1961-93
Constant 0.685 -0.941 0.141 0.523

(2.434) (-0.553) (0.704) (1.188)
Log of initial -0.989 0.227 0.943 -0.417
per capita real SDP (-2.205) (0.860) (0.031) (-0.594)
Observations 19 19 19 19

R-squared 0.222 0.417 0.566 0.204



Table 4: 1961-1971 Regressions:

Dependent Variable: Annual growth rate of real per capita SDP

Log of Initial Initial Constant Adj
Per Capita Agriculture R-squared
Real SDP Share

61-71 -0.949 -0.224 0.687 0.244
(-2.205) (-1.588) (2.548)

61-66  0.399 0.204 -0.263 -0.487
(1.068) (0.088) (-1.122)

66-71 -0.978 -0.141 0.886 -0.109

(-0.209) (-0.464) (0.295)

Obs

19

19

19



Table 5: 1972-1982 Regressions;

Dependent Variable: Annual growth rate of real per capita SDP

Log of initial Initial Constant  Adj Obs
Per Capita Agriculture R-squared
Real SDP Share

72-82  0.241 -0.190 -0.885 -0.366 19
(0.915) (-1.089) (-0.523)

72-77  0.673 -0.301 -0.473 0.816 19
(0.278) (-2.000) (0.030)

77-82  0.116 -0.159 -0.372 -0.103 19

(0.530) (-0.146) (0.260)



Table 6: 1983-1993 Regressions;

Dependent Variable: Annual growth rate of real per capita SDP

Log of initial Initial Constant  Adj Obs
Per Capita Agriculture R-squared
Real SDP Share

83-93 0.213 0.688 0.126 -0.109 19
(0.068) (0.475) (0.607)

83-87 -0.514 -0.124 0.856 -0.120 19
(-2.239) (-0.124) (0.599)

87-93  0.197 0.347 -0.584 -0.960 19

(0.650) (0.026) (-0.286)



TABLE Vi

Industry-wise Break-up of Foreiign collaboration Approvals State-wise break-up of Foreign Investment Approvals
August, 1991 to September 1994 January 1993 to October 1994
Sector Total No Investment  percentto State Total No Investment  per centto
of Investment ~ Amount Total of Investment Approved Total Approved
Approvals  (Rs.million)  Investment Approvals  (Rs.miflion)  Investment
Metallurgical industries 219 22065.9 9.9 Andhra Pradesh 104 10173.53 5.9
Ferrous 107 13883.6 6.2 Assam 2 2.74 0.0
Fuels 100 55964.0 251 Bihar 7 709.69 0.4
Power 7 22304.0 10.0 Guijarat 84 17609.80 8.0
Oil refinery 58 29369.9 13.2 Haryana i 86 2410.59 1.2
Electrical machinery 937 16366.3 7.4 Himachal Pradesh 7 122.49 0.1
Electrical equipment 533 6643.1 3.0 Jammu and Kashmir - - -
Computer software 204 6559.1 2.9 Karnataka 104 2361.08 1.2
Telecommunications 81 1941.3 0.9 Kerala .20 352.34 0.2
Transportation industry 232 16685.9 7.5 Madhya Pradesh 33 7936.58 4.1
Non-electrical machinery 999 11779.7 53 Maharashtra 283 50990.52 26.0
Industrial machinery 540 8365.5 3.8 Orissa 15 .8134.86 4.2
Chemicals and allied industries 725 22029.9 9.9 ; Punjab 24 4967.67 2.5
Chemicals (other than fer) 614 20140.7 9.0 Rajasthan 54 2762.51 1.4
Agro-based industries 926 36693.0 16.5 Tamil Nadu » 169 11601.62 5.9
Food processing industries 290 18365.4 8.2 Uttar Pradesh 60 1175.86 0.6
Construction-based industries 157 5771.3 26 West Bengal 56 10149.51 52
Cement and Gypsum product 32 2232.3 1.0 Chandigarh 7 715.35 0.4
Financial Services 148 18129.0 8.1 Delhi 169 25497.82 13.0
Hotel and tourism 77 10845.6 49 Goa 14 399.55 0.2
miscellaneous industries 418 4365.0 2.0 Others 352 37994.16 18.7
Total 5019 222636.7 100.0 Total 1650 196068.27 100.0

. Current Rupee/Dollar exchange rate is 1$=31.35/- .
Source : SIA Newsletter, October 1994 Source : SIA Newsletter, November 1994
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Standard Deviation

Figure 2: St D of Log Real Per Cap SDP
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72-93

Growth Rate

Figure 4. Growth Rates Versus Initial Income, 13972-93
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