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SYNOPSIS

SECTORAL INTERDEPENDENCY AND EFFECTS OF INCOME REDISTRIBUTION

IN THE ECONOMY OF UTTAR PRADESH: A STUDY IN INPUT-QUTPUT
FRAMEWORK

- A Thesis submitted in partial fulfilment of the require-
ments for the Degree of Doctor of Philosophy by Mr, Nirankar
Srivastav to the Department of Humanities and Social Sciences,
Indian Institute of Technology, Kanpur, India, September 1983,

The understanding of the structure of an economy is very
much essential for its planned development, Keeping this view
in mind, the present study is concerned with the structural
analysis of the economy of Uttar Pradesh, a State of India,
Such type of study becomes more relevant in the case of a
state like Uttar Pradesh, as it is exhibiting the salient
features of an overpopulated and underdeveloped economy with an
acute level of poverty, The economic conditions of the state
ruquire an immediate attention to evolve a comprehensive
strateqy for rapid economic development, Keeping this objective
in mind, the present study has been designed in such a way that
its findings could be useful in developmunt planning for the

state economy,
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The study has been conducted by using the input-ocutput
technique, An interindustry flow matrix of the state
economy has been used in which the whole state economy is
divided into 64 economic sectors, As a Ist step of
structural analysls the Graph Theoretic approach has been used
to decompose the sectors of interindustry flow matrix into
a few self sufficient groups of sectors. At the next stage,
the Leontief open input-output model has been used t¢ compute
swctoral backward and forward linkages related to different
policy objectives like income, output, equity and employment
maximization, The linkage indices have becen used to identify
the keysectors for the state economy., The semiclosed input-
output model has been used to <ostimate the direct, indirect and
induced effects of exogenous changes in final demand on the eco-
nomy. This analysis  is further extended to compute the various

types of income and cmployment multipliers,

The semiclosed I-0 model has also been used to analyze the
effects of income redistribvtion in the state economy, For
this purpose,the value~-added sector and the sector of household
consumption were disaggregated into three income groups each
i,e,, poor, middle and top in rural and urban areas separately,
Three different types of income redistribution policies were
considerzd in this study : (i) The income redistribution policy
in which additional income injected exogenously to various

income levels, without affecting the incomes of other income
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groupa, (44) in this policy, income tramsfer takes place from
top income group to bottom and middle income groups but for
‘pace only'y [414) in this policy, income transfer becomes a
perEsnsnt Taaturs By making sultable chnanges im the distribotion
#f sactoral value—added In faveur ¢f income recoplent class,
The effects of such policies on asutput struckure, smployment
and iAcome potential have b2en analyied in detail, The
struciures 4f the industries in the organized and unorganized
settors have also been studied in order to complete the structu=

ral anslyslis of the state sconomy.

From the firpst stage of the analysis, the state cconmomy

depicts the following salient features i

{al The state cvconomy is mainly & rural basad agricultural
coonomy, Agriculturs and allied goods sector is the most
important cconomic scctor from the polinmt of view of Lndome and
cmployment generation, This sictor is drawing very 1littls amount
of inputs from the lndustrial soctor at present,

lb) Industrially, U,F. is & backward state, Most of the
indugtricvs in the state are agrobased, which are mainly drawing
inputs from agrigulture and allied goods soctor,

(¢} Cepltal anpd intermediats goods industries ape still in the
doviloping phase In the &tate, Mast of these products are 41thsr
nat belng produced in the state or thelr productisn is wary

nuch inadeguaty to satisfy the Interindustry noeds of the stata

w CoADmYy,
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On the basis of linkage indices and sactoral multipliers
the pulses sector of the economy is quite important which
show higher income, equity and employment linkages simulta-
neously, Similarly, cotton textile sector satisfies all the
four plan objectives, viz,, output, income, employment and

equity maximization at a time,

To deal with the problem of acute level of poverty in
the state economy, the effects of redistribution policies are
quite relevant and useful, It has been found that the
exlisting sectoral distribution of value-added is very much in fay-
our of therich and against the poor. As a result of which
the rural and urban bottom income classes are not getting much
advantages from the income redistribution strategies. The Ist
and the IInd types of income redistribution policies bring only
a temporary increase in the incomes of the bottom income
classes, only the IlIlrd type of income redistribution policy
can improve the relative position of the bottom income
classes, The highest employment potential is created when addi-
tional income goes to rural and urban bottom income classes,
lncome transfer from top to bottom income classes doesn't

‘create significant 1level of additional employment,

The structural analysis of the industries of the organized
and the unorganized sectors reveals that iron and steel and

misc, chemicals are the major input supplier to the industries
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of the unopganjzed sector, whereas these two industries along
with cement are main input suppliers to the organized sector
of the state economy, So, as a policy measure production of
these three industries should be given priority to develop the
overall industrial sector of the state econoemy, Unorganized
sector in the state is quite vast, The state economy can't

be developed unless this sector is given proper attention,

The findings of this study will help to understand the
structure of the state economy in a much more meaningful way,
These findings may be applicable to the other states of the
country or other countries with similar characteristics, The
study on the whole provides a good basis to evolve a development
strategy for accelerated and balanced growth of the state

e conomy,



