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India’s post-1991 economic liberalization
ushered in an era of high GDP growth, but it also
coincided with widening regional inequalitiesin
development. This paper examinesthe disparities
A 4 in economic growth across Indian states in the
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INTRODUCTION

Background: Theeconomicreformsof 1991 marked aturning point for India, shifting the country
from acontrolled economy to amoreliberaized and globally integrated one. Thesereforms encompassing
liberalization, privatization, and globalization accel erated nationd GDP growth and transformed Indiainto one
of thefastest-growing major economies. However, the benefits of post-1991 growth have not been shared
evenly acrossitsdiverse statesand regions. Infact, numerousstudiesand officid reportshave observed that
inter-state disparities have widened in the post-reform period, as certain states surged ahead while others
lagged behind. The Draft Eleventh Five Year Plan (2007-2012) explicitly acknowledged this concern, noting
that regional disparities “continued to grow and the gap have been accentuated as the benefits of economic
growth have been largely confined to the better developed areas”. This uneven regional growth trajectory
raises important questions about the inclusiveness and sustainability of India’s development path.

Purposeand Relevance: Regional disparities in India’s economic performance have persisted since
Independence. Early planning efforts sought “balanced regional development” through public investment,
industria licensing, andfiscd transfers, yet the gap between advanced and backward statesremained wide.
Economic liberdizationin the 1990s accel erated growth but a so deepened pre-existing differences. States
with stronger infrastructure, skilled labor, and effective governance attracted moreinvestment, whileothers
struggled to compete. As Myrdal’s theory of cumulative causation suggests, initial advantages magnified over
time, leading toincreasing divergenceamong states.

India ExhibitsStark Contrasts: Southern and western states such as Tamil Nadu, Karnataka, and
M aharashtraenjoy income and human devel opment | evel s comparabl e to middle-income countries, while
several northern and eastern states, including Bihar and Uttar Pradesh, lag far behind. By 2023-24, the five
southern states contributed around 30% of India’s GDP and surpassed the national average in per capita
income. In contrast, Bihar’s per capita NSDP remains near * 50,000, compared to over * 300,000 in richer
states like Karnataka and Tamil Nadu. This imbalance has given rise to the phrase “India grows at different
speeds.”

Unevenregiond growthisnot merely astatistical concern but achalengeto socid cohesonandindusive
deve opment. Persi stent underdevel opment in poorer regions perpetuates poverty, unemployment, and migration
pressures. Examining theroots and patterns of thesedisparitiesisthereforecrucia for designing policiesthat
promote balanced and sustai nable economic growth across Indian states.

Review of Literature

Mishra and Mohan (2011) Found that richer Indian states grew faster than poorer ones after
liberaization, showing divergencerather than convergence. Structura advantageslikeindustry, education,
and infrastructure hel ped richer statesbenefit more, indicating that reforms a one cannot reduce disparities
without addressing state-level capacities.

Sengupta (2015) Highlighted that infrastructure quality especially roads, electricity, and ports—
sgnificantly drivesindustria growth and investment. Stateswith better |ogisticsand power systemsachieved
faster manufacturing expans on, underscoring theneed for sustained infrastructureinvestment inlagging regions.

Saxena (2012) Demonstrated astrong link between human capital and economic growth, noting that
stateswith higher literacy and education level s saw quicker transitionsto service and technol ogy sectors.
Strengthening education and skill development iskey to bridging regiona incomegaps.

Sharmaand Ver ma (2014) Showed that stateswith good governance, fisca discipline, and political
stability experienced stronger growth, while corruption and weak institutions hindered progress. Effective
governancereformsarethuscentra to reducing inter-state disparities.

Bagchi and Bala (2016) Found that industrial policieslike SEZsand corridors mainly benefited
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devel oped states, | eaving backward ones behind. The study recommendsregion-specificincentivesto promote
bal anced industrialization across states.

Banerjeeand Sengupta (2018) Observed that migration from poorer to richer stateswidened economic
gaps, asremittances alone could not drivelocal growth. Encouraging job creation within lagging statesis
essentid tomitigate migration-led disparities.

Objectives
1. Maptrendsininter-statedisparitiesinincome, structure, and human devel opment post-1991;
2. ldentify drivers(infrastructure, human capitd, industrid base, geography, governance, historicd palicies);
3. Discussimplicationsfor growth, migration, andfiscd federdism;
4. Recommend actionablestrategiesfor more ba anced regional development.

M ethodology

The study empl oys adescriptive ana ytical approach combining trend and cross-state comparative
anaysisto examineregiona economic and socid development in post-liberalization India. It uses secondary
data from credible sources such as the Reserve Bank of India’s Handbook of Statistics on Indian States,
NITI Aayog reports, the Economic Survey of India, and Census 2011. Key indicatorsinclude per capita
income, fiscd variables literacy, hedth, poverty, and employment. Additiond dataaredrawnfromtheTendulkar
Committee (2011-12), NITI Aayog’s MPI (2021), and PLFS/NSSO surveys. The analysis focuses on
identifyinglong-term trends, measuring inter-state disparities, and ensuring reliability through cross-vadidation
across multipleinstitutional datasets.Indicatorsand Anaysis: The study focuson aset of coreindicatorsto
capture economic growth and human devel opment across states.

A. Per Capitalncome(NSDP per capita): Measures economic affluence and growth through state-
wiselevelsand growth rates, adjusted to current pricesfor comparability.

B. Gross Sate Domestic Product (GSDP) and Share in National GDP: Assesses each state’s
contribution to national output and tracks changesin rel ative economicimportance over time.

C. Human Development Index (HDI): Evaluates multidimensional progress using NSO’s 2017-18
gate-level HDI data(hed th, educetion, income) and compareswith earlier yearsto gaugeimprovement.

D. Literacy Rate: Indicateseducationa attainment based on Census 2011 data, highlighting disparities
between high-literacy stateslike K erala(~94%) and low-literacy stateslike Bihar (~64%).

E. Poverty Rate Examines both monetary poverty (Planning Commission, 2011-12) and multidimensional
poverty (NIT1Aayog’s MPI 2021) to reveal inter-state differences in deprivation.

F.  Employment and Unemployment: Analyzes labor market outcomes using PLFS data on
unemployment and workforce distribution across sectors, with Census 2011 migration dataused to
interpret regiona employment imbal ances.

Analytical Approach: Theandyssfollowsachronologica and thematic framework, beginning with
an assessment of state-wise growth performancesincethe 1990s by classifying statesinto high, medium, and
low growth categoriesbased on per capitaincometrends. Trend andysisusing RBI and MOSP! datavisudizes
convergenceor divergencethrough linegraphsand tables, supported by statistical measuressuch asgrowth
differentials and coefficients of variation. Acomparative evaluation of structural and social indicators—including
literacy, HDI, poverty, and urbanization offersamultidimensional view of devel opment disparities beyond
income. Theinterpretation remansquditative, linking observed patternswith contextud factorslikegeography,
infrastructure, and governance, supported by case examples such as Gujarat’s industrial advancement and
Bihar’s administrative constraints. Findings are triangulated across official data, academic studies, and institutional
reports(e.g., World Bank, RBI), with citations presented in APA-styleinline referencing to ensure ana ytical
rigor and sourcetransparency.
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Overview of Regional Growth in India

Post-1991 Reform Impacts: The 1991 economic reforms produced uneven regiona outcomes, with

devel oped gatesganingmorefrom liberdization. Satessuch asMaharashtra, Gujarat, Tamil Nadu, Karnataka,
and AndhraPradesh (including Telangana) quickly attracted investment and achieved rapid industrial and
service sector growth, while poorer “BIMARU?” states Bihar, Madhya Pradesh, Rajasthan, and Uttar Pradesh
lagged behind with growth rates around 4-5% compared to the national average of about 6.5%. This divergence
during the 1990s and 2000s widened inter-state income gaps, | eading to concernsover growing regional
imbalance in India’s post-reform development trajectory. The divergence raised alarms among policymakers
about unbalanced regiona growth.

High, Medium, and Low Growth Performers: Broadly, we can classify statesinto three performance

categoriessince 1991

>

High Growth/High Income Sates: Thiscategory comprisestheindustrially and service-driven
economies of western and southern India. Maharashtraand Gujarat remain key economic centers,
with Maharashtra contributing about 15% of India’s GDP and Gujarat’s share rising from 6.4% in
2000-01t0 8.1% in 2022-23. Southern states such as Karnataka, Tamil Nadu, Telangana, and Kerala
now record per capita incomes well above the national average—Telangana at 193.6%, Karnataka at
181%, and Keralaat 152%. Haryanaand Delhi d so featureinthisgroup dueto strongindustria bases
and proximity to the national capital, while small statesand union territorieslike Goa, Delhi, and
Chandigarh maintain some of the country’s highest income levels, with Goa’s per capita income nearly
triplethenationa average.

MiddleGrowth/Transitional States: These states show moderate progress, aligning roughly with
national averages. West Bengal and Punjab have stable but dower growth, theformer losingitsearly
industrial edgeand thelatter stagnating beyond agriculture. Uttarakhand and Himachal Pradesh have
grown steadily sincetheir formation, maintaining relatively high per capitaincomes. Odishahasnotably
improved, rising from 54% of the national average in 1990-91 to about 88.5% by 2023-24, driven by
mining and better governance. Jharkhand and Chhattisgarh benefit from resourceindustriesyet face
persistent devel opment gaps. Most North-Eastern states, supported by central funding, fall inthe
middlerange, with Assam recovering dlightly from past declineto reach around 74% of the national per
capitaincome by 2023-24.

L ow Growth/L ow Income Sates: Thisgroup includes historicaly lagging regions marked by high
poverty and population pressure. Bihar and Uttar Pradesh remain at the bottom, with Bihar’s per
capitaincome around one-third of the nationa averageand U.P. only dightly higher. MadhyaPradesh
and Rajasthan, once part of the “BIMARU” group, have seen growth spurts particularly MP in the
2010sbut still record low per capitalevels. Jharkhand and Chhattisgarh, despiterich resources, face
wesk socid outcomes, whileseverd northeastern sateslike Tripuraand Manipur alsofal inthisbracket.
Although states such as Madhya Pradesh and Odisha have shown recent improvement, overall
convergenceremainslimited, aspoorer statescontinueto trail richer onesinincome growth.

Geogr aphy, I nfrastructure, and Gover nancel nfluences. Regional growth patternsin Indiahave
been shaped by both geographical advantages and governance quality. Coastal states, with better
accessto portsand global trade, have generdly outperformed landl ocked regions M aharashtra, Tamil
Nadu, and Gujarat leveraged maritimeinfrastructureto boost industrial exports, while Odishahas
recently caught up dueto improved connectivity and governance. In contrast, interior stateswith weak
trangport networksfaced higher bus nesscostsand limited market access, hindering growth. Governance
has been equally decisive: states with stable administrations, pro-investment policies, and strong
infrastructure such as Gujarat, Karnataka, and Telanganahave achieved sustained high growth, while
stateswith political instability or poor governance, like Bihar and Uttar Pradeshinthe 1990s, lagged
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behind. Subsequent reformsand leadership stability in somelagging states, notably Bihar and Madhya
Pradesh, haveyidded partia improvements, though governance gaps still constrain many low-income
regions. Overall, post-1991 Indiareflects an uneven growth pattern, where economically advanced
states continueto benefit from favorable geography, infrastructure, and governance, whileothersremain
trapped in structural and policy-drivenlimitations.

Trends and Patterns of Disparity

>

Income Levels and Growth Divergence: Since 1991, income gaps between India’s richest and poorest
states have widened sharply, creating a “club divergence” where southern and western states lead
while central and eastern states lag. By 2023-24, southern states contributed 31% of GDP, up from
23%inthe 1980s, whilethe eastern share declined to 13%. High-income states, with just 26% of the
population, now produce 44% of India’s GDP. This divide reflects structural shifts—richer states have
diversfiedintoindustry and services, whilepoorer onesremain agriculture-dependent. Though states
like Odishashow someindustria progress, overdl convergenceremainslimited.

Rural-Urban Divide: States with higher urbanization such as Tamil Nadu, Kerala, Maharashtra, and
Gujarat havestronger industrial and service basesand higher per capitaincomes. In contrast, Bihar,
Odisha, Assam, and Uttar Pradesh remain predominantly rural, with over half their workforcein low-
productivity agriculture. Urban incomesinthese statesaretwo to threetimeshigher thanrura levels,
underscoring pers stent inequality. While urbani zationisd owly rising, much of itinlagging regionsis
driven by migration rather than planned devel opment.

Social Development I ndicator s: Literacy, educetion, health, and poverty outcomesmirror economic
disparities. Keradaleadswith aliteracy rate of 93.9%, whileBihar remainslowest at 63.8%. High
literacy and education have supported Kerala’s strong human development and service-led growth,
whereas|ow education levelsin Bihar and Uttar Pradesh limit diversification and perpetuate poverty.

Human Development Index (HDI): As of 2017-18, top states like Delhi (0.839), Goa, and Kerala
(0.775) rank in the high HDI category, while Bihar, Jnarkhand, and Uttar Pradesh remain around
0.55-0.60. This wide gap highlights unequal progress in health, education, and income, showing that
economic growth a one does not ensure human devel opment.

Poverty and I nequality: Poverty hasdeclined nationwide but remains concentrated in poorer states.
In 2011-12, Kerala’s poverty rate was around 7%, compared to Bihar’s 33%. NITI Aayog’s 2021
MPI shows Bihar (51.9%) and Jharkhand (42.2%) as the poorest, while Kerala (0.7%) and Goa
(1%) are nearly poverty-free. Most of India’s poor still reside in a few large, low-income states.

Employment and Migration Patter ns: Low-income statesface widespread underempl oyment and
informal work, whilericher states show higher educated unemployment. Migrationfrom poorer states
like Bihar and U.P. to richer ones such as Delhi, Maharashtra, and Gujarat remains a key labor
adjustment, easing rural poverty but causing urban strainand regiona braindrain.

Intra-Sate Digparities. Within-sategapsmirror nationa onesurban andindustria digtrictsfar outpace
rural areas. Patna’s per capita income is over four times that of Bihar’s poorest districts. Programs like
NITI1Aayog’s Aspirational Districts Programme aim to reduce these internal imbalances.

Factors behind Regional Disparities among Growth across Indian Sates

Thevariationsin devel opment trgjectoriesof Indian states can be attributed to acompl ex interplay of

factors —some rooted in geography and resource endowments, others in policy choices, historical legacies,
and governance. Herewediscussthemgor factorsidentified as contributing to inter-state economic disparities:

1.

Natural Resourcesand I nitial Conditions. Resource endowments have not awaystransdated into
prosperity. States like Bihar and Jharkhand, rich in minerals, suffered from the “resource curse” and
historical policy distortions like the Freight Equalization Scheme (1956-1991), which undermined
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local industridization. Meanwhile, regionsfavored by the Green Revol ution and colonid infrastructure
such as Punjab, Haryana, and M aharashtraentered the reform erawith stronger economic bases.

2. Industrial Baseand Structural Composition: Stateswith established or diversified industries
Maharashtra, Gujarat, Tamil Nadu, and Karnatakabenefited most post-1991, driven by manufacturing
and services. In contrast, agrarian stateslike Bihar and Uttar Pradesh lagged dueto low productivity
and wesk infrastructure. Better power supply, transport, and industrid corridorsin southern and western
Indiafurther reinforced growth gaps.

3. Human Capital (Education and Health): Statesinvesting early in education and hedlth, likeKerala
and Tamil Nadu, devel oped skilled, productiveworkforcesthat attracted industriesand services. Poorer
stateswithlow literacy, weak schooling, and poor hed th outcomes such asBihar and Rgjasthan remain
trapped inlow-skill, low-income cycles, d owing economic trangition.

4. Governanceand Policy Environment: Political stability, efficient administration, and pro-investment
policieshavestrongly influenced state performance. Gujarat, Karnataka, and Andhra Pradesh attracted
capital through reform-oriented governance, while states with instability or weak institutions—Ilike Uttar
Pradesh and Bihar in the 1990s—fell behind. Effective local governance, as in Kerala, has further
improved outcomes.

5. Hisgtorical Policiesand Migration: Legacy policiesand unevenindustria placement shaped regiona
growth. High out-migration from poorer states such as Bihar and Uttar Pradesh providesremittance
income but also drains skilled labor and reducesloca reform pressure. Weal th and talent thus continue
to concentratein established industria and urban hubs.

6. Climateand Environmental Factors. Geographic and climatic conditions al so affect devel opment.
Fertile but flood-proneplains (U.P, Bihar) facerecurring setbacks, while arid stateslike Rgjasthan
balancewater scarcity with mineral and tourismincome. Coastd statesgain trade advantagesbut face
environmental risks. Overall, geography interacts with governance and policy to shapelong-term
disparities.
Major Findings

Economic Output and Growth: Since the 1990s, India’s regional income gaps have widened, with five
hi gh-performing states M aharashtra, Gujarat, Tamil Nadu, Karnataka, and Andhra Pradesh/Tel angananow
generating nearly haf of nationad GDP despiteholding just over athird of the popul ation. Poorer satessuch as
Bihar, Uttar Pradesh, and Madhya Pradesh lag far behind, contributinglittlerelative to their popul ation share.
Southern states have become key growth drivers, while eastern states’ economic weight has declined sharply.
Persigtent inequality risksconstraining nationa demand and fueling uneven devel opment.

Human Development and Socia Outcomes: Mg or disparitiespersist inliteracy, health, and overall human
development. Kerala, Delhi, and Goalead with HDI scores above 0.75, while Bihar, Uttar Pradesh, and
Jharkhand remain around 0.60. Although no state now falls in the “low HDI”” category, large gaps endure in
education and hed thcare, shaping life opportunitiesand long-term productivity acrossregions.

Structura Transformation: High-growth stateshavelargely transitioned toward urban, industria , and
service-led economies, whereas|ow-income states remain agrarian and lessurbanized. Thisstructura lag
reinforces productivity andincomegaps. Recent signsof faster growthin somelagging stateslike Odishaand
Madhya Pradesh are encouraging but not yet sustained or broad-based.

Long-Term Implicationsof Imbalance: Persistent disparitiescarry fiscal, socia, and economic costs.
Richer gatesfinancetransfersto poorer ones, straining federal baance. Uneven opportunitiesfuel regional
discontent and migration pressures, while high youth popul aionsin poorer statesrisk unemployment crisesif
job creationlags. Conversdly, targeted programs such astheAspirational Digtrictsinitiative and competitive
federaism effortsby NITI Aayog show that focused i nterventions can narrow gapsover time.
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India’s regional disparities reflect both structural and policy-driven divides between coastal and inland,
skilled andlow-skilled, urban and agrarianregions. Address ng these requires pl ace-based strategiesemphasizing
infrastructure, education, and governancereforminlagging states, ensuring that growth becomesmoreinclusve
and geographically balanced.

CONCLUSION

Regional disparities in India’s economic growth, though deeply rooted, are not insurmountable. The
study findsthat post-1991 liberali zation generated strong national growth but uneven state-level outcomes,
widening gapsinincomeand human development. Southern and western states capitaized on infrastructure,
education, and policy reformsto sustain rapid progress, while many north-central and eastern stateslagged
dueto weak governance, low human capita, and historica policy disadvantages. Thesedividesmanifestin
differing living standards, migration flows, and uneven progresstoward nationa goas. Nonetheless, emerging
improvementsin severd lagging regions show that convergenceispossiblewith sustained investmentsin
infrastructure, education, and ingtitutiona capacity. Ensuring that growth becomesmoregeographicdly indusve
remains crucial for India’s long-term, balanced, and equitable development.

Suggestions
»  Policy Recommendations: To foster more balanced regiona growth, amulti-pronged strategy is
required:

> Infragtructureand Connectivity: Develop high-qudity transport and digital infrastructureinlagging
regionsto reduce business costs, attract industries, and integrate rural areaswith national and global
markets.

> Investment Promotion and Industrial Policy: Offer targetedincentivesand createindustrid corridors
or cdlustersin backward statesto stimulate manufacturing, improve ease of doing business, and strengthen
investor confidence.

» Human Capital and Social Development: Expand investmentsin education, skills, and healthcare
to enhance productivity and employability, linking fisca transfersto measurableimprovementsinsocia
OUtCOmes.

»  Governanceand | ngtitutional Refor m: Improveadministrative efficiency and accountability through
decentralization, anti-corruption measures, and adoption of best practicesfrom high-performing sates.

» Balanced Urbanization: Promote second-tier citiesin poorer statesasregiona growth hubsthrough
planned urban development and industry-linked infrastructure.

» Targeted Regional Programs. Strengthen and expand initiatives likethe Aspirational Districts
Programmeand region-specific schemesto diversify loca economiesand addressuniquestate chalenges.

» Fiscal Transfersand I ncentives: Use performance-based fiscal transfers and create a “Regional
Equity Fund” to finance critical infrastructure and human development projects in low-income states.

»  Cooperation and Migration Support: Facilitate managed migration and interstate collaboration,
encouraging diasporainvestment and knowledge exchangeto promoteba anced nationa development.
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