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Abstract: The regional development and imbalances has been a significant agenda for the planners and policy
makers in India. The policies adopted since the Independence has not benefitted much the regions that were
backward and the regional disparities grew over time. The states like Bihar, Madhya Pradesh, Orrisa and others
falls at the lowest ladder of development indictors. These states are far below in terms of developmental
indicators than the other advanced states like Tamil Naidu, Punjab and others in all respects whether domestic
product or other development indicators. Realizing the importance of infrastructure development for reducing
inequalities the Government has invested huge funds since the inception of First Five year Plan. The basic
motive behind this was to build up infrastructural facilities to encourage agricultural production and for attaining
developmental goals of poverty alleviation and employment generation. This paper aims at examining the
association between regional development levels and regional infrastructural levels. The present study also
tries to identify major policy issues that need to be addressed if the low developed regions are to achieve more
respectable level of development in future. The study finds out that there exist positive significant role of
infrastructure in explaining the regional imbalances and variations in growth and there is tremendous contribution
of tele density and electrification in the growth performance of any region. The study suggests that government
can achieve more equitable development across states through investments in social and economic infrastructure.
The basic drawback of the study is the lack of availability of secondary data at the regional level.
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INTRODUCTION

The regional development and imbalances has been a significant agenda for the planners and policy makers in
India. India inherited the colonial legacy in the economy with backwardness, poverty, unemployment, low income
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and productivity of capital and labour. The inter-regional inequalities were huge with underdevelopment of the
major part of the economy. The development strategy adopted by the country to overcome the problem of
underdevelopment was based on the mixed economy, by creating large public sector and leaving private capital
to float freely. The aggregate growth models were chosen to resolve the problem of unequal development,
where it was envisaged that by taking care of growth of economy, the problems of imbalances, both inter-
personal and inter-regional will be handled automatically through the trickle down effect of development process.
But without much difficulty and less rigorous analysis it may be seen that all the states in the country could not
get the benefits as expected in the growth model. The state like Bihar, M.P etc falls at the lowest ladder of
development indictor. The pace of development of these states is also not very high on the both fronts- State
Domestic Product, Per Capita Income as well as the availability /consumption of capital and consumer goods.
All states of economy do not grow in the same proportion in the economic growth process. The flow of
investment and labour don’t get allocated proportionately to all producing sectors. The pace in the region’s
growth process may be accounted for the inequitable changes in the sectoral terms of trade.

The emphasis on developing infrastructure especially agriculture has been witnessed since the
commencement of First five year plan and huge investments were done assuming that infrastructural
development would lead to economic growth and the regions would benefit from the trickle down advantage.
The focus was to build up infrastructural facilities to boost up agricultural production and for attaining
developmental goals of poverty alleviation and employment generation. The funds available at the disposal
of the concerned governments and the prejudice of the planners and decision makers were crucial in
determining the level of infrastructure in respective states, which led to imbalances and disparities in
regional development. This paper aims at examining the linkages between balanced regional development
and infrastructural developments thereby providing major policy implications for addressing the more
promising growth and development of less developed regions.

LITERATURE REVIEW

The pioneers in the study involved linkages between the economic growth and infrastructure were
Hirschman(1958) through theories of unbalanced growth. Recently various econometric models have been
developed, wherein infrastructure has been considered as an input in aggregate output functions. Mera
(1975) Munnell(1990) Aschadaner (1990), Duff Deno , and Eberts (1989), Jacoby (1994), Hulten (2006) have done
econometric analysis at country levels drawing the importance of public capital and public utilities. Various
attempts had been made in India to evaluate the role of infrastructural development in regional disparities.
Shah (1970) reviewed the trends in the infrastructural services and concluded that there is significant
correlation (positive) between PCI and Infrastructural development. Tzwari (1984) showed significant positive
relationship between infrastructural development and economic development. Kurian (2000) emphsised on
investments in infrastructure and social sector on the basis of study on selected socio economic indicators
of selected states Ablmyalia (2000), documented the economic performance of selected states and emphasized
on the development of socio economic infrastructure by providing major financial support to state
government. [zrmani, Arvind (2006), focused on the concern of variability in economic growth and the
state’s votality. Aruna Alokesh and Sawbney Aparna (2010) and Zhao Chen (2016) argned and emphasized on
the state government’s expenditure on developmental projects can reduce poverty and promote more
equitable and balance regional development.
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RESEARCH METHODS

There are wide disparities in the economic performance across states, especially after the reforms have
been initiated. The most debatable issue today is that whether or not the reforms initiated by the Government
are responsible for increasing inequalities. We seek to explain the reasons for variations in the growth of
GSDP and PCGSDP in each state using some explanatory variables for explaining the linkages between
infrastructure levels and regional development levels.

The regression co-efficients are estimated to study the impact of selected indicators on growth of Per
capita gross state product (1990-91 to 2013-14) and growth of Gross State Domestic Product. The selected
indicators are Planned expenditure as percentage of GSDP( 2013-14),Literacy (2013-14), Infrastructure
index (CMIE) for the year 2007-2008, percentage of villages electrified (2013-14), natural log of per capita
consumption of electricity (2013-14), natural log of teledensity (2013-14), Government Investment (2013-
14), ,Private investment((2013-14), total investment( 2013-14 )were independent variables.

The mostimportant determinant of growth process of any region is the rate of investment. In order
to study regional differences in the growth, it is necessary to analyze the differences in individual states.
The data for investment is not readily available, although for the present study CAPEX data of CMIE is
used as a proxy for investment across states.

The differences in Per-Capita GSDP of regions are the major concerns of the Indian Economy
which needs immediate attention. The balanced regional development is the most important objective of
Indian Five year plans which although has never being achieved. It has being emphasized that with
development regional differences in per capita incomes should be reduced and not expanded. The Gini co-
efficient can be used as a measure to measure inequality in the distribution of income among states.

Figure 1 depicts that the inter-state Gini-coefficient was more or less same till 1987-88 and it began to
rise and exhibits statistically significant positive trend in the time series plot.

This does not mean that “richer states have grown richer and poorer states have become poorer”.
The analysis of Per Capita Gross State Domestic Product growth rate of the different states in the four
different time periods suggests that states that lagged behind the developed regions are still far below the
developed regions.

Table land Table 2 reveals the nonexistence of significant relationship between Public investments
and Economic Growth across state as well as Per Capita Gross State Domestic Product. There is a possibility
that this may be because of the limitations and restrictions of CAPEX data. We do not infer that public
investment does not have any significant linkage with growth. Public investment is crucial for developing
socio-economic infrastructure. There is no doubt regarding the significant association between variations
in growth and variations in socio-economic infrastructure.

The positive and significant impact of variations in private investment explains the variations in
growth in the regions. Around 38% of the higher growth of states is explained by higher levels of
private investment in those regions. The analysis also reveals that planned expenditure does not show
any significant impact on variations in growth across regions. This necessarily emphasizes that plan
programmes are not properly designed and executed. The state plans are not able to achieve their desired

_ International Journal of Economic Research I



Namita Kapoor

Gini Co-efficient

025 "'\\J

0.15

0
& &P § PP PDDP 0?’ ) S gy
B .

Figure 1: Inter-State Gini Coefficient

Table 1
Results of Regression Analysis Dependent Variable: AGGSDP
Independent V ariable Intercept B Co-efficient R- Square P-valne
GFCF 2.49 +0.0469 17.3% 0.123
Literacy 5.62 +0.0072 0.5% 0.794
Infrastructure 4.87 +0.01073 12.0% 0.098
Percentage of Villages Electrified 1.33 +0.0517 8.1% 0.03
Per Capita Consumption of Electricity 4.83 +0.00291 11.2% 0.08
Teledensity 5.37 0.0703 4.5% 0.47
Lnper Capita Consumption of Electricity -0.89 +1.18 12.6% 0.194
Lnteledensity 3.76 +1.09 13.3% 0.182
Government Investment 5.05 +0.0489 6.8% 0.125
Private Investment 4.77 +0.0879 37.8% 0.015
Planned Expenditure 4.92 +0.246 2.6% 0.567
Private Investment * Literacy 491 +0.00119 354 0.19
Total Investment*Literacy 4.23 +0.000817 33.1 0.025

Source: Authors Calculation from EPWRF DATABASE SDP and www. Indiastat.com
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Table 2
Results of Regression Analysis (Dependent Variable : AGPCGSDP)
Independent V ariable Intercept B Co-efficient R- Square P-valne
Planned Expenditure 2.08 +0.447 7.6% 0.319
Literacy 3.45 +0.0114 1.2% 0.694
Infrastructure 2.98 +0.0106 2.6% 0.565
Percentage of Villages Electtified 4.94 -0.0086 0.2% 0.874
Per Capita Consumption of Electricity 4.20 -0.00010 0.0% 0.968
Tele Density 3.68 +0.0481 1.9% 0.626
Ln Percapita Consumption of Electricity 3.64 +0.088 0.1% 0.930
Ln Teledensity 2.87 +0.611 3.7% 0.035
Government Investment 2.79 +0.0656 10.9% 0.229
Private Investment 3.47 +0.0463 9.3% 0.056
Total Investment 3.77 +0.0647 36.9% 0.016
Investment *Literacy 2.83 +0.00593 15.6% 0.145
Private Investment* Literacy 3.56 +0.0610 8.3% 0.045

Source: Authors Calculation from EPWRF DATABASE SDP and www. Indiastat.com

objectives of economic growth with social justice. As per the findings literacy is not been a significant
variable in explaining the variations in regional imbalances and growth of Per Capita Gross State Domestic
Product. The significance of human development is not independent of level of investment. The
composite variable (investment multiplied with literacy) shows that there is positive interaction of
investment with literacy in explaining the variations in growth and per capita gross state domestic product.
There exist positive significant role of infrastructure in explaining the regional imbalances and variations
in growth. Further there is undoubted contribution of tele-density and electrification in the growth
performance of any region.

CONCLUSION

From the analysis of selected indicators to explain the variations and linkages of regional development it is
evident that states that have high level of human development and Infrastructural development have
higher rates of growth than others. The government can achieve more equitable development across states
through investments in social and economic infrastructure. Public capital formation and investment in
social and physical infrastructure are strongly associated with regional development. The growth in the
social and physical infrastructure increases the productivity of sectors or regions thereby encouraging
private investment. Special emphasis should be given to the factors responsible for stimulating private
investment. The allocation of funds through state developmental expenditure on the lagging states cannot
compensate for the private investment and the gap between the regions have increased. The states with
low levels of state domestic product continues to have less share of manufacturing and the growth in
NSDP. The status of poor states can be improved only through channelizing the private investments along
with the developmental expenditure especially focusing on Social Sector. The development expenditure
can help states in improving their status and reducing inequalities.
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