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foreword

Strong infrastructure and political
stability can help backward states
move up the ladder by Srikanth Srinivas

ERE'S, an interesting (but
not fun) fact. The gross
state domestic product
(GSDP) of Punjab — one
of the most prosperous
states in the country — has
shown a growth rate of a
meagre 6.26 per cent (as
on 31 March 2009) as against Bihar's 11.44 per
cent. Punjabs GSDP growth is also less than
that of India as a whole (6.7 per cent). Bihar,
notorious in the past for poor governance, may
show more encouraging results in the next five
years if the current trends continue.

Which begs the question: how does one state
create more economic activity and income than
others? Is it endowments or attributes? These
are just two of the questions that the BW-
Institute for Competitiveness Study on states

Rank 2010 Rank 2009

Delhi

y

seeks to answer. Unlike last year, this year’s
report has taken into consideration the states
of Delhi and Goa too.

State competitiveness is a phrase that could
cover a whole lot of ground; Michael Porter, the
Harvard professor whose seminal work on
competitiveness is part of economic history
now, favours its definition as covering “the
microeconomic foundations of prosperity”.

All Indian states face the same macroeco-
nomic conditions set at the Centre through fis-
cal, monetary and trade policies. Where states
differ is in their individual tax and regulatory
policies, attention to education and healthcare,
and their attractiveness to business. As Porter
says, wealth is created at the microeconomic or
firm level; that makes state policy regimes an
important determinant in their attractiveness
to companies and investors.

So, what do this year’s rankings show? The
top five states display a greater number of
urban centres or agglomerations: Maharash-
tra, for instance, has five: Mumbai, Pune,
Nashik, Aurangabad and Nagpur. Other states,
such as Punjab, Haryana and Gujarat also have
high per capita GDP, and display a high degree
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of urbanisation.

But not all urban centres show the same level
of competitiveness, which underscores the
importance of physical infrastructure. For
example, Bangalore and Gurgaon. Both cities
were going to rival Silicon Valley with their
infrastructure and attractiveness to investors
and firms. However, the decrepit state of their
infrastructure reflects the miscaleulation of the
resources needed. The stress on the cities’ sys-
tems shows how far off the mark policymakers
were in estimating demand.

On the other hand, Surat supports a well-
developed diamond industry and Chennai has
built a successful cluster of leather businesses.
Gujarat has focused sharply on putting in place
the right infrastructure, from ports to cities.
Delhi is doing considerable work in building
the right infrastructure and creating appropri-
ate factor conditions.

Many people, business folks in particular,
believe that the National Capital Region (NCR)
will become an exciting place to do business
and reside in. If one looked at consumption
patterns, the NCR’s spending is 25 per cent
higher than the national average.

Neighbouring states such as Punjab will
have to do more on the infrastructure front. On
many indicators, Punjab is slipping too quickly.
Newly formed states such as Jharkhand and
Chhattisgarh, and old ones such as Tripura will
have to do a considerable amount of work to
generate business and push growth. And they
will have to do it really fast. But much of the
development strategy depends on political sta-
bility. In most states that is indeed a hard thing
to achieve.

The linguistic and regional diversity of states
also presents the opportunity for states to
undertake some branding. For instance, Delhi
is associated with being at the centre of power
(some citizens might argue that often in sum-
mer the city is power-less!). Karnataka is con-
sidered a technologically advanced state, given
the global reputation Bangalore has acquired.
Goa is a fun destination (which is why tourism
is such a big part of the economy) and
Rajasthan is famous for its rich and varied cul-
ture (ditto for tourism).

In the final analysis, however, the rankings
are a small part of the competitiveness report.
What leaders really need is a vision for the
state, an inclusive agenda and a measure of
how it stacks up on global benchmarks. Soon,
the competition will not be with other Indian
states, but with states and regions of other
countries. And that’s what matters.
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