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1. Top 10 states with high density cities

DrAmitKapoor&AnshulPachouri

Citiesareamajorsourceof economicactivi-
ty,employmentgenerationandprosperity
inaneconomy.Withrisingincomelevels,

peopledemandmoregoodsandservices,which
becomesanimportantfactorforthemtolivein
cities.Thecitiesattractmoreskilledlabour,
which,inturn, facilitatesinvestmentstoopen
newfirmsandfosterindustrialdevelopmentin
thecities.Citiesarethereflectionof globalinte-
grationof aneconomyasamajorityof foreign
firmsoperatetheirbusinessesinbigcitiesand
attractexpatstoliveandworkthere.

According to UN projections, 70% of the total
world population will live in urban areas by 2050
as compared to 50% in 2010. The percentage of ur-
ban population to total population in the US, Eu-
rope and China is 83%, 73% and 47%, respective-
ly, which is much higher compared to India,
which is just 32%.

Thestatesof UttarPradeshandKeralahave
thehighestnumberof mega-citiesexistinginone
state,withpopulationsof morethan1million.It’s
veryinterestingtonotethatexceptmega-cities,
othercitiesexistinginKeralahavepopulationsof
lessthan1lakh,whichshowsthatthestatehas
clearlydifferentiatedbetweenhighandlow

urbanisedareas.DelhiandGoahavemorethan
90%and60%of theirrespectivepopulationsre-
sidinginurbanareas,whichmakesthemthe
mosturbanisedstatesinIndia.Sikkim,onthe
otherside,haswitnessedthehighest decadal
growthrateinurbanpopulation(150%),which
impliesthatalotof peoplemigratedto
urbanareasinthestateinthepast10years.
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of Institute forCompetitiveness,India,and

professorof StrategyatMDI,Gurgaon,and
AnshulPachouriisseniorresearcherat

InstituteforCompetitiveness,India

ITiswidelybelievedthatgoodeconomicsis
not necessarily good politics. Hard eco-
nomic decisions are usually taken only

whenacrisishits.However,itwouldseemthat
the political context in India is changing,
quite irrespective of any particular outcome
intheelections.

Political fragmentation in the 1980s and
1990s was dominated by identity politics.
However, in the past decade, there has been
noticeablepoliticalconsolidation, with more
stable alliances emerging, increasing politi-
calcompetition,andshiftingtheagendamore
towardsdevelopmentalissues.

Indeed,2012mayturnouttobequitesignif-
icant in our political evolution, with seven
statesgoingtopolls,fiveof themnow,andtwo
laterintheyear.Forone,therearenobigemo-
tiveissuestocolourtheseelections.So,thefo-
cus is firmly on development. More interest-
ing is the fact that all the major contestants
seem to be more evenly matched than ever
before. Irrespective of the outcome of the
elections, the indications are that after the
elections, the focus may increasingly be on
policiesthatactuallyperform.

Policiesmatter,butananalysisof econom-
icgrowthandelectoraloutcomesintwoof the
major poll bound states—Punjab and Uttar
Pradesh—suggest that politicians are forced
to look for policies that improve economic
performance only when they find that their
politicalsurvivalisatstake.

So, the hypothesis is that political com-
petition creates the condition where eco-
nomic reforms become possible, which im-
prove economic growth. The point is not
that an increased growth rate necessarily
improves the prospect for reelection, but

what the impact of political change is on
economic growth.

In the graphs, annual economic growth
rates are compared with the electoral out-
come (vertical bars), in terms of whether the
ruling party or coalition is reelected (+1), or
defeated (-1). In the case of stable coalitions,
suchastheAkaliDalandBJPinPunjab,they
are seen as one in this code. Given the nature
of coalitions, twomorevariationsareinclud-
ed.If anexistingrulingpartyisagainpartof a
governingcoalition(eitherfrominsideorout-
side), the outcome is assigned +0.5, and if an-
othercoalitioncomestopowerthen-0.5.

What this analysis seem to suggest is that
when political competition is high, the
growth rate tends to move higher. It is need-
lesstosaythattheeconomyisaverycomplex
animal,anddoesnotmoveinalinearmanner.
Butwhatthegraphsseemtosuggestisthatas
political competition stabilises, the economy
tendstomoveintoahighergear.

On the other hand, the political narrative
also suggests a clear trend. First, the domi-
nance of the major political force declines.
This is followed by political fragmentation,

and then consolidation, and consequently in-
creased political competition. This pattern
wasfirstreflectedinthestates.

For instance, Punjab is the first state in
north India where two major political forces,
the Congress and Akali Dal-BJP have been
competing hard for office for 40 years now.
Since1972,ineveryassemblyelection,thetwo
have exchanged their places. At first glance,
the Punjab graph may suggest that economic
growth may not matter, and the ruling party
would lose power irrespective of perfor-
mance. But a more careful reading would
show that the economic growth rate has been
slowlyimproving.

Punjab,of course,hasbeenamongtheeco-
nomically better off states in India for a long
time. And it is possible to identify policies
suchasthegreenrevolutiontoattributeforits
initialsuccess.Thenthefragmentationof the
polity and the rise of insurgency in the 1980s
slowedtheeconomy.Growthpickedupsignif-
icantly in the 1990s, and so did political com-
petition,yetrulingparitiescontinuedtofailto
get reelected. The state economy bottomed in
the early 2000s, with the drought leaving its

mark.Thentheeconomypickedup,whilethe
governmentchangedyetagain.

What is really interesting is that the aver-
age growth rate in the past two decades
stayed higher. Punjab’s per capita state do-
mestic product increased three-fold in the
past two decades.

So, the proposition here is that political
competition with the real prospect of change
in government perhaps provided the neces-
sary incentive for the political leadership to
lookforpoliciesthatdeliver.Sincechangecan
come only through the political process, this
analysis, if found valid, could help us better
understand the political context in order to
haveahandleoneconomicprospects.

Attheotherendof theeconomicspectrum
isUttarPradesh,whichisalsogoingtopollsat
thesametime.Geographicallythelargestand
economicallyamongthepoorest,thestatehas
lost its political predominance in national
politics since the 1990s. The current election
maychangethat,though.

UPhasthedubiousdistinctionof throwing
up 20 chief ministers in the past three
decades.Tillthe1990s,thechief ministership

had rotated mostly among various con-
tenders within the Congress party. But then
the politics fragmented, and the government
changed hands nearly a dozen times, with all
the major political parties in the state getting
a chance to rule, interspersed with Presi-
dent’srule,between1990and2003.Sincethen,
therehasbeenmodestpoliticalconsolidation,
withtwomajorparties(SPandBSP),andtwo
relatively small but significant political play-
ers(BJPandINC).

The Uttar Pradesh graph illustrates
these changes—not very satisfactorily—
sinceitcapturesonlytheelectionoutcomes.
And even that is complicated by rapidly
shifting alliances. For instance, after the
2002 election, Mayawati of BSP had formed
a coalition government, but it barely lasted
a year, when MLAs defected to support a
government by Mulayam Singh’s SP. In the
election of 2007, SP lost and BSP got a clear
majority. Yet, UP seems to fit into this broad
narrative quite well. As politics consolidat-
ed and became more competitive, economic
growth increased, and its per capita state
domestic product doubled to over R12,000,
between 2000 and 2010.

Two other states that fit this narrative
quite well are Maharashtra and Tamil Nadu.
And two states that do not neatly fit in to this
narrative are Gujarat and West Bengal. But
thatisastoryforanotherday.

Despite the prevailing sense of policy
paralysisatthenationallevel,clearlyIndiais
changing. Increasing political competition
hasopenednewopportunitiesforthevotersto
not only demand performance, but to drive
the economic changes as their aspirations
rise, and expectations leap far ahead of sup-
ply. For a political economist, it would be
worthwhile to focus on this process of politi-
cal change, which is making it necessary for
political parties to explore new policies that
mightmeetthedemandsof theirelectorate.

The2012elections,quiteirrespectiveof the
results, may finally demonstrate whether
India is really entering a new phase where
competitivepoliticsdeliversgoodeconomics.

The author is director, Liberty Institute,
an independent think tank in New Delhi

It is not clear if higher economic growth makes a re-election more likely, but it does appear that when
political competition is high—as in the poll-bound states of UP and Punjab—growth rates tend to move higher

Can bad politics make for good economics?

BARUN S MITRA
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States like Delhi and Goa have the largest share of urban population

% share of urban population % decadal growth (urban)

Class A cities (Pop > 1 lakh) Mega-Cities (Pop > 10 lakh)

2. Smaller states have higher proportion of urban population

Data Source: Census of India 2011
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States like Delhi and Maharashtra have the highest slum-dwellers
Poverty Ratio-Urban % of slum population to total population

3. Urban poverty and slums continue to be a problem

Data Source: Ministry of Poverty Alleviation & Urban Development

52.20
47.70
44.80
43.30
39.40
37.30
37.10
34.40
30.20
28.50

Manipur
Chhattisgarh
West Bengal

Orissa
Madhya Pradesh

Nagaland
Tamil Nadu
Jharkhand

Andhra Pradesh
Mizoram

74.30
71.00
63.40
58.40
52.70
50.90
39.50
39.40
36.40
34.40

Nagaland
Bihar

Assam
Kerala

Uttar Pradesh
Jharkhand

Chhattisgarh
Tripura
Orissa

Manipur

0 15 30 45 60 0 20 40 60 80

Almost 75% of households in Nagaland do not have tap water
% of households with drinking-water outside
premises (distance more than 200 metres)

% of households without tapwater

4. Water availability is still low, even in top 10 states

Data Source: NSSO
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Half the households in Manipur and Tripura don’t have bathrooms
% of households with no bathroom % of households with no sanitation

5. Sanitation is poor across the board

Data Source: NSSO

100.00
99.80
99.50
99.40
99.40
99.30
99.30
99.00
98.60
98.60

Nagaland
Mizoram
Manipur

Himachal Pradesh
Sikkim

Meghalaya
Punjab
Gujarat

Delhi
Uttarakhand

68.10
54.00
36.70
30.30
30.30
29.30
29.00
26.30
22.80
22.60

Tripura
Kerala
Orissa

Goa
Mizoram
Manipur

Nagaland
Chhattisgarh

Bihar
Assam

0 20 40 60 8097 98 99 100 101

% of households with power connections % of households with no drainage
North eastern states have almost 100% power coverage
6. While power coverage is good, drainage still suffers

Data Source: NSSO
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Per capita floor area (sq m) Urban housing shortage (In millions)
Maharashtra has the highest shortage of urban houses, followed by Tamil Nadu

7. Urban housing shortage needs to be addressed

Data Source: Ministry of Housing & Urban Poverty Alleviation All graphics by SURENDER
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In Karnataka, Sikkim and Meghalaya, a household pays an average monthly rent of R1,600
% of households living in rented dwellings Average rent paid by each household

R

8. Cost of renting a house

Source: NSSO
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Election Outcome codes: (-)1 Ruling party defeated, (+)1 Ruling party re-elected, (+)0.5 Ruling party with coalition, (-) 0.5 New Ruling party with coalition
Data Source: Election Commission of India (ECI) and Central Statistical Organisation (CSO)
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