
CHAPTER 9 

SUMMARY AND CONCLUSIONS 

9.1 THE PERSPECTIVE OF THE STUDY 

T h i s  s t u d y  i s  concerned wi th  t h e  a n a l y s i s  of  t h e  

s t r u c t u r e  o f  U.P. 's  economy and t h e  e f f e c t s  o f  income 

r e d i s t r i b u t i o n  p o l i c i e s  i n  it. U t t a r  Pradesh  i s  t l ~ e  l a r g e s t  

s t a t e  of  I n d i a  on t h e  b a s i s  o f  p o p u l a t i o n  and 4 t h  l a r g e s t  

among t h e  I n d i a n  s t a t e s  on t h e  b a s i s  of a r e a .  T h i s  s t a t e  

e x h i b i t s  a l l  s a l i e n t  f e a t u r e s  of  a n  o v e r  popu la t ed  and 

underdeve loped  economy w i t h  an a c u t e  l e v e l  o f  pove r ty .  The 

economic c o n d i t i o n s  o f  t h e  s t a t e  r e q u i r e  immediate a t t e n -  

t i o n  t o  evo lve  a  comprehensive s t r a t e g y  f o r  r a p i d  economic 

development ,  which needs e f f i c i e n t  p lanning.  The f i r s t  

r e q u i r a m e n t  of  such p lann ing  i s  t o  unders tand  t h e  s t r u c t u r e  

o f  t h e  s t a t e  economy. 

The p r e s e n t  s t u d y  was a n  e f f o r t  i n  t h i s  d i r e c t i o n .  

T h i s  s t u d y  was unde r t aken  wi th  two well d e f i n e d  o b j e c t i v e s  : 

( i )  t o  unders tand  t h e  s t r u c t u r e  o f  t h e  i t a t e ' s  economy by 

i d e n t i f y i n g  t h e  i n t e r r e l a t e d n e s s  and in t e rdependence  o f  

t h e  v a r i o u s  segments o f  t h e  economy, ( i i )  to  s t u d y  t h e  

e f f e c t s  of income r e d i s t r i b u t i o n  p o l i c i e s  on the  o u t p u t ,  

income and employment l e v e l  o f  the  s t a t e  economy. 



The s t u d y  was c o n d u c t e d  by u s i n g  i n p u t - o u t p u t  t e c h n i q u e .  

An i n t e r i n d u s t r y  f low m a t r i x  f o r  t h e  s t a t e  economy h a s  been  

u s e d  i n  which whole  s t a t e  economy i s  d i v i d e d  i n t o  64 economic 

s e c t o r s .  A s  a  1st  s t e p  o f  t h e  s t r u c t u r a l  a n a l y s i s  of  t h e  

s t a t e  economy, t h e  i n t e r i n d u s t r y  f l o w  m a t r i x  h a s  been  

decomposed  i n t o  a  few s e l f  s u f f i c i e n t  g r o u p s  o f  s e c t o r s  

b y  u s i n g  t h e  g r a p h  t h e o r e t i c  a p p r o a c h .  At t h e  n e x t  

s t a g e ,  t h e  L e o n t i e f  o p e n  1-0 model h a s  been  u s e d  t o  compute 

s e c t o r a l  backward and  f o r w a r d  l i n k a g e s  r e l a t e d  t o  d i f f e r e n t  

p o l i c y  o b j e c t i v e s  l i k e  income,  o u t p u t ,  e q u i t y  and  employment 

m a x i m i z a t i o n , t h e  l i n k a g e  i n d i c e s  have  been  u s e d  t o  i d e n t i f y  

t h e  key s s c t o r s  f o r  t h e  s t a t e  economy. T h i s  a n a l y s i s  f u r t h e r  

e x t e n d e d  by e s t i m a t i n g  t h e  d i r e c t ,  i n d i r e c t  a n d  i n d u c e d  

e f f e c t s  c f  exogeneous  c h a n g e s  i n  f i n a l  demand. The s e m i c l o s e d  

1-0 model  h a s  been  a p p l i e d  f o r  t h i s .  The model ,  h a s  a l s o  

b e e n  u s e d  t o  compute v a r i o u s  t y p e s  o f  income and  employment 

m u l t i p l i e r s  f o r  t h e  s t a t e  economy. Such  c o e f f i c i e n t s  a l o n g  

w i t h  t h e  l i n k a g e  i n d i c e s  were  u s e d  t o  i d e n t i f y  t h e  key 

s e c t o r s  f o r  t h e  s t a t 2  economy f o r  deve lopmen t .  

The s c m i c l o s c d  i n p u t  o u t p u t  modol was f u r t h e r  u s e d  t o  

a n a l y s e  t h e  c f f e c t s  o f  income r e d i s t r i b u t i o n  i n  t h e  s t a t e  

economy. For  t h i s  p u r p o s e ,  t h e  v a l u e  added  s e c t o r  a n d  t h e  

s ~ c t o r  o f  h o u s e h o l d  consumpt ion  were  d i s a g g r e g a t e d  i n t o  

t h r e e  income g r o u p s  e a c h ,  i.e., p o o r ,  m i d d l e  a n d  t h e  t o p ,  

i n  r u r a l  and  u r b a n  a r e a s  s e p a r a t e l y .  T h r e e  d i f f e r e n t  t y p e s  



o f  income r e d i s t r i b u t i o n  p o l i c i e s  were c o n s i d e r e d  i n  

t h i s  s t u d y  : 

( i )  Income r e d i s t r i b u t i o n  i n  which  a d d i t i o n a l  income 

i s  i n j e c t e d  t o  v a r i o u s  income l e v e l s  e x o g e n e o u s l y  w i t h o u t  

a f f e c t i n g  t h e  income o f  o t h e r  income g r o u p s ,  

( i i )  i n  t h i s  t y p e ,  income t r a n s f e r  t a k e s  p l a c e  f rom t o p  

income  g r o u p  t o  bo t tom and  m i d d l e  income g r o u p s  h u t  f o r  

' o n c e  o n l y ' ,  

( i i i )  a  more e f f e c t i v e  income r e d i s t r i b u t i o n ,  i n  which  

income o f  t h e  t a r g e t  income g r o u p  i s  i n c r e a s e d  by some 

amount  and t h e n  m a i n t a i n e d  a t  t h e  new h i g h e r  l e v e l .  T h i s  

p r o c e s s  w i l l  a f f e c t  t h e  s h a r e s  i n  v a l u e  added  o f  b o t h  t h e  

income r e c i p i e n t  and  ' d o n o r '  g r o u p s .  

The e f f s c t s  o f  such  p o l i c i e s  on  o u t p u t  s t r u c t u r e s  e m p l o y m n t  

d n d  income p o t e n t i a l  have  been  a n a l y z e d  i n  d e t a i l .  Tho 

s t r u c t u r e  o f  t h e  i n d u s t r i e s  i n  t h e  o r g a n i z e d  and u n o r g a n i z e d  

s e c t o r s  of  t h i  s t a t e  cconomy h a s  a l s o  been  s t u d i e d  i n  o r d e r  

t o  comp1.et.e t h e  s t r u c t u r a l  a n a l y s i . ;  o f  t h e  s t a t e  economv. 

9 .2  MAJOR FINDINGS AND WLICY IMPLICATIONS 

The m a j o r  f i n d i n g s  o f  t h e  s t u d y  c a n  b e  summarized a s  

f o l l o w s  : 

From t h e  1st s t a g e  o f  a n a l y s e s  we o b s e r v e  t h e  f o l l o w i n g  

s a l i e n t  f e a t u r e s  o f  t h e  s t a t e  economy ( a )  The s t a t e  economy 

i s  m a i n l y  a  r u r a l  b a s e d  a g r i c u l t u r a l  economy. A g r i c u l t u r e  



and  a l l i e d  goods s e c t o r  i s  t h e  most impor t an t  economic 

s e c t o r  from t h e  p o i n t  of view o f  income and employment 

g e n a r a t i o n .  T h i s  s e c t o r  has  l e s s  i n t e r s e c t o r a l  dependency, 

t h a n  t h e  i n d u s t r i a l  s e c t o r  and it i s  drawing v c r y  l i t t l e  

m o u n t  o f  i n p u t s  from the  i n d u s t r i a l  s c c t o r  a t  p r e s e n t .  

( b )  I n d u s t r i a l l y ,  U.P. i s  a backward s t a t e .  Most o f  t h e  indus--  

t r i c . 2  I!, the ~ t ; ~ c e  a r e  agrobased ,  which a r e  mainly drawing 

i n p u t s  from a g r i c u l t u r e  and a l l i e d  goods s e c t o r ,  ( c )  c a p i t a l  

and i n t e r m e d i a t e  goods  i n d u s t r i e s  a rc  stil.1 i n  deve lop ing  

phase  i n  t h o  s t a t e .  Most uf  t h e s e  p r o d u c t s  a r e  e i t h e r  

n o t  be ing  produced i n  t h e  s t a t e  o r  t h e i r  p roduc t ion  i s  v e r y  

much inadequa t e  t o  s a t i s f y  t h e  i n t e r i n d u s t r y  nc-eds o f  t h e  

s t a  te economy. 

On t h e  b a s i s  o f  t h e  l i n k a g e  i n d i c e s  and s e c t o r a l  

m u l t i p l i e r s  fo l l owing  a r e  t h e  key s e c t o r s  f o r  t h e  s t a t e  

economy f o r  v a r i o u s  p l a n  o b j e c t i v e s  : ( a )  me ta l  p r o d u c t s ,  

i r o n  and s t a e l ,  non fe r rous  m e t a l s ,  o i l s ,  c o t t o n  t e x t i l e s ,  

misc. chemica l s  and s e r v i c e s  a r e  t h e  s e c t o r s  which maximize 

o u t p u t  o f  t h e  s t a t e , w h e r e a s  a g r i c u l t u r a l  s e c t o r ,  l e a t h e r  and 

l e a t h e r  prr,ducts,  c o t t o n - t e x t i l e s  and s e r v i c e s  a r e  t h e  key 

s e c t o r s  from t h e  income g e n e r a t i o n  p o i n t  o f  view. S i m i l a r l y ,  

c e r e a l s ,  p u l s e s ,  f r u i t  v e g e t a b l e  and s p i c e s ,  animal  husbandry.  

q u r  and khandsa r i ,  c o t t o n  t e x t i l e s  and o i l s  a r e  t h e  s e c t o r s  

which show h ighe r  e q u i t y  l i nkage .  Thesc s e c t o r s  a r e  g e n e r -  

i n g  r e l a t i v e l y  l a r g e r  magnitude o f  income f o r  t h e  people  o i  



t h e  bo t tom income c l a s s .  L i k e w i c e ,  f rom t h e  employment  

g e n e r a t i o n  p o i n t  o f  v i e w ,  a g r i c u l t r l r a l  p r o d u c t s ,  c o t t o n  

t e x t i l e  a n d  s e r v i c e s  a re  t h e  key  s e c t o r s  i n  t h e  s t a t e  

economy. I n  t h i s  r e g a r d  s p e c i a l  a t t e n t i o n  s h o u l d  be  p a i d  

o n  t h e  p u l s e s  s e c t o r  which  s a t i s f y  t h e  incorna,  e q u i t y  and 

employment  o b j e c t i v c ! ~  s i m u l t a n e o u s l y .  C o t t o n  t e x t i l e  s e c t o r  

i s  v e r y  c r u c i a l  f o r  t h e  s t a t e  economy, a s  i t  s a t i s f i e s  a l l  

t h e  f o u r  p l a n  o b j e c t i v e s  v i z . ,  o u t p u t  income,  employment  

a n d  e q u i t y  m a x i m i z a t i o n ,  s i m u l t a n e o u s l y .  A s  a  p o l i c y  measu re ,  

t h e  k e y s e c t o r  a n a l y s i s  c a n  h e l p  u s  a  l o t  f o r  t h e  p r o p e r  

a l l o c a t i o n  o f  i n v e s t m e n t  r e s o u r c e s  which  i s  t h e  c o r e  o f  

efficient p l a n n i n g .  R e g i o n a l  p l a n n e r s  o f  t h e  s t a t e  must  

g i v e  p r i o r i t y  t o  t h e  k e y s e c t o r s  i n  d e v e l o p m e n t  p l a n  o f  t h e  

s t a t e  t o  a t t a i n  t h e  b a l a n c e d  economic  g rowth  o f  t h e  s t a t e  

a conomy. 

To d e a l  w i t h  t h c  p r o b l c m  o f  a c u t e  l e v e l  o f  p o v e r t y  i n  

t h e  s t a t t .  economy, t h e  e f  f r c t s  o f  income r e d i s t r i b u t i o n  

p o l i c y  w e r ~  s t u d i e d .  I t  h a s  b e e n  c ~ w r i c a l l y  t e s t e d  and 

f o u n d  t h a t  t h c  d i s t r i b u t i o n  o f  v a l u e  a d d e d  i s  v ? r y  much i n  

f a v o u r  o f  r i c h  a n d  a g a i n s t  t h e  p o o r  i n  m o s t  o f  t h e  economic  

s e c t o r s  o f  t h c  s t a t e .  T h i s  i s  t h e  r o o t  c a u s c  o f  p o v e r t y .  As 

a  r e s u l t  o f  which  t h e  r u r a l  and  u r b a n  bo t tom income c l a s s c s ,  

a r e  n o t  g e t t i n g  much a d v a n t a g e s  f rom t h e  income r e d i s t r i b u t i o n  

s t r a t e g i e s .  



1s t  and  I I n d  t y p e s  o f  income r e d i s t r i b u t i o n  p o l i c i e s  

b r i n g  o n l y  a t emporazy  i n c r e a s e  i n  t h e  incomes o f  t h e  

b o t t o m  income c l a s s e s ,  o n l y  t h e  I I I r d  t y p e  o f  income 

r e d i s t r i b u t i o n  p o l i c y  c a n  improve t h e  r e l a t i v e  p o s i t i o n  

o f  t h e  bo t tom income c l a s s e s ,  where income t r a n s f e r  f rom 

t o p  t o  bo t tom income c l a s s e s  t a k e s  p l a c e  on p~2rmanent  

b a s i s .  T h i s  i s  p o s s i b l e  by chang ing  t h e  i n s t i t u t i o n a l  

s t r u c t u r e  o f  t h e  d i s t r i b u t i o n  o f  v a l u e  added  i n  f a v o u r  o f  

b o t t o m  income c l a s s .  

The h i g h e s t  employment p o t e n t i a l  i s  c:rcat<,d :i!hr!n a d d i t i o n a l  

income  g o e s  t o  r u r a l  and  u r b a n  bo t tom c l a s s e s .  T h i s  r e s u l t  

s u p p o r t  t h e  e a r l i e r  s t u d i e s  P a u k e r e t  e t  a l .  ( 1 9 7 4 )  

a n d  c o n t r a r y  t o  t h e  r e s u l t s  drawn by S i n h a  e t  a l .  ( 1 9 7 9 )  a b o u t  

I n d i a n  economy. Income t r a n s f e r  f rom t o p  t o  bot tom income 

c l a s s e s  d o e s n ' t  c r e a t e  s i g n i f i c a n t  l e v e l  o f  a d d i t i o n a l  employ- 

ment .  

A s  a  p o l i c y  measure ,  i f  t h e  income o i  bot tom income 

c l a s s  i s  t o  be i n c r e a s e d  i n  o r d e r  t o  r e d u c e  income inequa-  

l i t i e s ,  t h e n  t h i s  must  be  e i t h e r  th rough  economic g rowth  o r  

t h r o u g h  a  change  i n  t h e  d i s t r i b u t i o n  o f  va lue -added  c r e a t e d  

a t  t h e  s e c t o r a l  l e v e l  i n  f a v o u r  o f  t h e  bo t tom income c l a s s e s .  

I n  o r d e r  t o  comple te  t h e  s t r u c t u r a l  a n a l y s i s  o f  t h e  

s t a t e  economy, t h e  s t r u c t u r e  o f  t h e  i n d u s t r i e s  o f  t h e  

o r g a n i z e d  and u n o r g a n i z e d  s e c t o r s  h a s  a l s o  been  a n a l y z e d .  
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c r u c i a l  i n d u s t r i e s  o f  t h e  

a n i z e d  s e c t o r  a r c  c e m e n t ,  c  

s t a t e  economy i n  t h e  

a n n i n q  a n d  p r e s e r v a t i o n  a n d  

p r i n t i n g  and p u b l i s h i n g ,  w h e r e a s  s i l k  and o t h e r  

t e x t i l e s  i n d u s t r i e s ,  i n  t h e  unorgan i . zed  s e c t o r .  These  

i n d u s t r i e s  s a t i s f y  a l l  t h e  t h r e e  p l a n  o b j e c t i v e s  v i z . ,  

i n c o m e ,  o u t p u t  and  employment m a x i m i z a t i o n  s i m u l t a n e o u s l y .  

T h i s  a n a l y s i s  a l s o  r e v e a l s  t h a t  i r o n  and  s t s e l  and misc .  

c h ~ m i c a l s  a r e  t h e  ma jo r  i n p u t  s u p p l i e r  t o  t h e  i n d u s t r i e s  

o f  u n o r g a n i z e d  s e c t o r ,  w h e r e a s  t h e s e  two i n d u s t r i e s  a l o n g  

w i t h  cemen t  a r e  main i n p u t  s u p p l i e r  t o  t h e  o r g a n i z e d  s e c t o r  

o f  t h e  s t a t e  economy. T h i s  i m p l i e s  t h a t  a s  a  p o l i c y  

measur t? ,  p r o d u c t i o n  o f  t h c s e  p r o d u c t s  v i z . ,  i r o n  a n d  s t e a l ,  

m i s c .  c h e m i c a l s  a n d  cement  s h o u l d  be g i v e n  p r i o r i t y  t o  

d e v e l o p  t h e  o v e r a l l  i n d u s t r i a l  s e c t o r  o f  t h e  s t a t e  economy. 

9 .3  GUIDE-LINES FOR FURTHER RESEARCH 

The p r e s e n t  s t u d y  i s  a  m a c r o - a n a l y s i s  o f  t h e  s t a t e  

economy. T h e r e  i s  a  need  o f  m i c r o  l e v e l  s t u d i e s ,  which  c a n  

b c  c o n d u c t e d  a t  f i r m  l e v e l  i n  o r d e r  t o  f i n d  i n t e r s e c t o r a l  

d e p e n d e n c e s  a n d  e f f e c t s  o f  change  i n  t e c h n o l o g y ,  f i n a l  

c o n s u m p t i s n  o n  o u t p u t  and  income e t c . ,  w i t h i n  t h e  i n d u s t r y  

a s  w e l l  a s  o u t s i d e  t h e  i n d u s t r y .  C o n s t r u c t i o n  o f  t h e  i n p u t -  

o u t p u t  t a b l c  u s i n g  f i r m  wise d a t a  i s  o f  c o u r s e  a  d i f f i c u l t  

t a s k .  A dynamic a p p r o a c h  c a n  a l s o  be a d o p t e d  wh ich  w i l l  



i n c o r p o r a t e  t h e  r a t e s  o f  g r o w t h  o f  s e c t o r a l  o u t p u t ,  f i n a l  

demand and  p o p u l a t i o n .  T h e s e  s t r u c t u r a l  v a r i a b l e s  c a n  be  

p r o j e c t e d  and estimates f o r  f u t u r e .  S u c h  t y p e  o f  model  c a n  

a l s o  d e a l  w i t h  t h e  t r a d c s  o f f  be tween  g r o w t h  a n d  e q u i t y  a n d  

t h e y  may s u g g e s t  u s  some g u i d e l i n e s  f o r  r t q u i r o d  s t r u c t u r a l  

c h a n g e s  t o  r e d u c e  t h e  dependency  o f  p o p u l a t i o n  on a g r i c u l t u r e .  

B u t  s u c h  t y p e  o f  s t u d y  r e q u i c e  l o t  o f  s e c o n d a r y  d a t a  b a s e  

a n d  s t a t i s t i c a l  i n f o r m a t i o n  which  i s  n o t  a v a i l a b l e  a t  p r e s e n t ,  

i n  the s t a t e .  

I n p u t - o u t p u t  t a b l e , e x c l u s i v e l y  f o r  a g r i c u l t u r a l  s e c t o r ,  

i s  a v a i l a b l e  a t  t h e  s t a t e  l e v e l .  T h i s  c a n  be u s e d  t o  s t u d y  

t h e  r e q u i r e d  r a t e  o f  g r o w t h  and t e c h n o l o g i c a l  c h a n g e s  t o  

f u l f i l  t h e  g r o w i n g  f o o d  r e q u i r e m e n t s  and t h e  demands t h a t  the 

a g r i c u l t u r a l  s e c t o r  i s  l i k e l y  t o  p l a c e  on  o t h e r  s e c t o r s .  

The p r e s e n t  s e m i c l o s e d  model c a n  a l s o  be e x t e n d e d  t o  

s t u d y  t h e  of f e c t s  o f  p r o d u c t i o n  o f  t h e  v a r i o u s  s e c t o r s  a n d  

t h i s  w i l l  s u g g e s t  t h e  optimum p r o d u c t  mix f o r  t h i  s t a t e  

economy. Such  t y p e  o f  s t u d y  w i l l  a l s o  answer  t h e  q u e s t i o n  

' w h e t h e r  t h e  s h i f t  o f  s e c t o r a l  p r o d u c t i o n  f rom o r g a n i z e d  t o  

u n o r g a n i z e d  s e c t o r  w i l l  make r e d i s t r i b t i o n  p o l i c i e s  

more  e f t e c t i v c ? '  . The t o p i c  o f  i n t e r i n d u s t r y  a n a l y s i s  f o r  

s t u d y  i s  c e r t a i n l y  a  c h a l l e n g i n g  o n e .  T h i s  i s  o u r  o b s e r v a t i o n ,  

a f t e r  g o i n g  t h r o u g h  t h e  e n t i r e  e x e r c i s c  o f  t h i s  s t u d y .  I t  i s  

e x p e c t e d  t h a t  t h i s  p a r t i c u l a r  a r e a  o f  s t u d y  w i l l  a t t r a c t  more 

a n d  more a t t e n t i o n  f rom t h e  s o c i a l  s c i e n t i s t s  i n  f u t u r e .  


