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FOREWORD

Balanced regional growth is an elusive economic objective to achieve for
policy makers. While partial success is achieved in this regard during the
Dravidian Rule in Tamil Nadu, it has to be flagged for further consolidation of
our efforts towards achieving it.

Regional imbalance in economic growth in Tamil Nadu is of a lower
degree compared to other states of similar economic structure and size in
India. This has been possible primarily due to conscious spread of the public
utilities like education and health care to all the villages of the state during
the Dravidian rule. In addition to this, the economic opportunities have also
spread to all parts of the state, through creating infrastructure facilities like
dense network of transport and electricity facilities. Yet, the regional
imbalance still exits and that needs our concerted effort.

Market economy has its own pull and push factors to saturate a region
with economic activities. This is often aided by the public investments on
infrastructure facilities, because the positive spillover effects of growth centres
like increasing employment and public revenue potentials cannot be wished
away. However, decongesting developed districts and spreading economic
activities to all districts in the state are essential.

This report on ‘Regional Growth Pattern in Tamil Nadu’ is an important
document that explicitly underlines the imbalance in growth across districts
in Tamil Nadu. Apart from gquantifying the growth imbalance based on Gross
District Domestic Product, the report explores the possibilities of identifying
growth potentials in each region. A study of sub-sectors data from the GDDP
along with data from other sources should help us to create a strategy for
region-specific growth plans. Another important take away of this report is
the need to frequently revise the methodology of estimating Gross State
Domestic Product for Tamil Nadu.

I commend the authors — R. Srinivasan, Full Time Member, SPC and

M.S. Elayaraja, Research Associate, SPC for this important contribution to
the policy discussion in Tamil Nadu.

State Planning Commission is extremely happy to publish this report
and this is one more in the series of policy oriented publications of the
commission.

9“‘; : 91"3 Wit Joh
Vice Chairman
State Planning Commission

Tel. No. : 044-2858 5705 Mobile No. 7305867776 e-mail id: vcspe@nic.in, vespc2021@gmail.com
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Regional Growth Pattern in Tamil Nadu

Introduction:

Tamil Nadu is one of the few states in India that have regionally well spread economic activities'. As
the most urbanised state in the country, the average distance of a village from a town is a little more
than 10 kilometres as per Census 2011. This shows that the urbanisation is spatially well spread and
so should be the economic activities in the state. Though this is true for Tamil Nadu than other states
that are similarly placed in terms of economy and demography, the discussion in Tamil Nadu is that
the regional concentration of economic activity or regional imbalance in economic growth is a real
problem and that needs immediate policy attention.

Normally the economic policies and programmes are designed to address issues in specific sectors
and location specific interventions for sectors are not given equal importance. Enterprises in a sector
are spatially concentrated for locational advantages such as availability of infrastructure facilities and
nearness to input/output markets. Spatial concentration of enterprises will once again reinforce the
concentration of related factors in such locations. The convergence of economic activities in districts
is an organic process and that naturally attracts public policy support for further development in
a market system. On the contrary, the political pressure to spread the economic opportunities of
employment and enterprise to all districts is high in a democracy. Therefore, understanding district
economies and their structures are essential to find the reasons for lack of growth and also to
strategise the development plans suitable for districts.

One of the prime indicators of growth imbalance between districts is the Gross District Domestic
Product (GDDP). GDDP reflects the value addition in each district. GDDP is also disaggregated
by broad sectors — primary, secondary and tertiary and also sub-sectors within each of these three
sectors. A nuanced analysis of this data should be useful to gauge the outcomes of economic policies
and programmes in districts. We can also infer that the imbalance measured by this indicator can be
attributed to the differences in the growth of individual sectors/sub-sectors across districts. This note
tries to distill information of these indicators and construct an argument for programmatic intervention
to have spatially balanced growth.

The methodology for the estimation of district wise GDDP was first designed by the Central Statistical
Organisation (CSO), Government of India in 1988. A few states estimated the GDDP for their districts.
The methodology should have been tweaked to suit the availability of database in states. In order to
enthuse all the states to estimate GDDP for their districts as well as to standardise the methodology
of estimation of GDDP the CSO, in a meeting of State Directorates of Economics and Statistics in
1995, entrusted the work of developing the methodology for estimating GDDP to Karnataka and
Uttar Pradesh. They submitted a report in 1996 and since then all the states have been following
this methodology for estimating GDDP. The CSO in 2018 constituted a committee with Dr Ravindra
H Dholakia as Chairperson to evolve a methodology for creating sub-national accounts for states

' Coefficient of Variation of GDDP in a state is a measure of regional imbalance in growth. We take Tamil Nadu, Maharashtra
and Karnataka as states that can be categorised as developed in terms of size and structure of economy. The Coefficient of
Variation of GDDP (2017-20) of the three states: Tamil Nadu - 72%, Maharashtra - 144% and Karnataka 190%. Thus Tamil
Nadu has better regional balance in growth compared to the two other states.



and districts and the committee submitted its report in March,2020 (Government of India, 2020). The
recommendations of this committee is yet to be implemented.

Discussion on the methodology of estimating GDDP is as essential as the analysis of GDDP itself.
Therefore, this note is of four sections. Section 1 deals with the methodology of estimating GDDP
and the suggested changes by the Dholakia Committee. Section 2 analyses the three series of
GDDP figures of Tamil Nadu. Section 3 analyses the relative importance of the three sub-sectors in
the district and zonal Gross Value Addition (GVA) and followed by summary and the way forward in
Section 4.

Section 1: Methodology of Estimating Gross District Domestic Product

The note on “Methodology for Preparation of Estimates of District Domestic Product” by the
Department of Economics and Statistics, Government of Tamil Nadu (2021) gives a detailed account
of the methodology being followed in the estimation of GDDP for the state. Basically the methodology
is to estimate the origin of value addition in districts and it is based two broad principles — one, in
the commaodity producing sectors, the value addition is captured through the estimation procedures
used in National Income Accounts for estimating Gross State Domestic Product (GSDP); and two,
in the non-commodity sectors, the GSDP in a sector is assigned to each district based on some
available indicators. Even in the estimation of GSDP, the CSO apportions the value addition in
supra-regional and super-regional sectors to states?. Hence, when GSDP of a sector itself is an
approximate estimation, then assigning that approximate value to districts based on proxy indicators,
affects the robustness and reliability of GDDP estimates. The apportioning of state level aggregates
for districts is plagued with certain other methodological issues. The GDDP estimation is an income-
origin method or a supply side estimation just like GSDP estimation. In other words, like in GSDP,
the demand side estimation of GDDP through its components like consumption and expenditure is
not possible. Of late, there is some effort to estimate consumption of fixed capital at the state level.
Given the freely mobile factors of production between districts, we cannot conclude that the income
generated in a district is distributed among the people in a district®. Thus, GDDP of a district is not
an estimation of income of the people in that district, whereas it is an estimation of value-addition in
that district. This limited information is enough to kindle sources of economic activities in districts,
which should be one of the policies for achieving balanced regional growth. The tax capacity of local
governments differs in terms of income generated as well as income accrued in a region. The GDDP
figures should be useful to understand the local government’s tax capacity. Therefore, the macro-
estimates of local tax bases depend on GDDP to the extent the tax bases are on income generation
in the district and such tax bases are on income accrual, then GDDP can seldom be a proxy for local
tax base.

Let us now turn to specific sectoral estimation of GDDP. In the agriculture sector, the data on
agricultural production in each district is fairly estimated using production approach, that is, using

2 Activities like railways, banking and insurance, communication, and central government administration have their
operations beyond geo- graphical boundaries of individual states. (G)SDP estimates for these sectors, termed supra-
regional sectors, are allocated by the CSO among states based on relevant indicators such as number of employees and
physical assets. Some of the activities such as foreign embassies, defense, paramilitary forces, the border security force,
and high sea drilling are termed super-regional sectors, which are not included in the SDP of any state. Hence, the sum
total of SDP for all states does not tally with the corresponding all-India GDP figures.” (Sethia, 2016).

3This is true of GSDP also, as there is no data available on movement of capital and labour across states.

(2]



the area under each crop and crop productivity at the district level. However, for some crops if the
district productivity is not available then the state level productivity is used along with district level
area under a crop. The market price at the district level or state level is used for calculating monetary
value of agricultural production. This methodology is also used for by-products of agriculture like
straws and stalks, and the gross value of output from agricultural sector is estimated for each district.
The value of inputs for agriculture is assigned from the GSDP estimates based on area of crop and
input requirement ratios estimated by CSO are used. For industrial inputs like fertilisers and diesel
oil a more robust data base is available. The state level estimation of irrigation value is assigned to
districts by the extent of irrigated land. The difference between estimations of output and input values
is the Gross Value Added in the agricultural sector.

The Dholakia Committee recommended that the depreciation of agricultural implements were not
accounted in the estimation. Moreover, the irrigation charges collected should be a better indicator
than irrigated area for estimating value addition from irrigation. Similarly use of credit flow at the
district level to agriculture and animal husbandry sectors should also used in the estimation was the
recommendation of the Dholakia Committee.

Integrated Sample Survey Report of the Animal Husbandry Department and Indian Livestock
Censuses are the main sources of data for estimating value addition in that sector. Data from the
reports of Khadi and Village Industries Board and Central Silk Board are also used in the estimation
of value addition for honey and silk products respectively.

The state level estimate of Gross Value Added (GVA) of industrial wood sector is distributed among
the districts in proportion to the district-wise area of forest obtained from the Season and Crop
Report. Domestic consumption of wood is assigned based on population. District wise estimation of
marine and inland fish catch is recorded and state level prices are used for monetary values of fish
production.

Data on both major and minor minerals are obtained for each district from state department of mines
and minerals, similar data on salt production is also obtained. Conversion factors/ratios are provided
by CSO to get GVA.

The estimation on GVA in manufacturing is based data from Annual Survey of Industries for organised
manufacturing sector, and census data on labour for unorganised manufacturing sector.

District wise workforce in electricity and water supply is base to assign state level value addition in
these sub-sectors to districts.

Census data on residential buildings and construction workers by district are used for assigning state
GVA in construction sector across districts.

The size of workforce in districts is used for assignment of state level GVA in the following
sectors: Railways, water and air transport, communication, trade, hotels and restaurants, public
administration, and many other services. Generally workforce in each sector is derived from the
latest census and projected for the year of estimation. The Dholakia Committee recommended to
use salary of employees for value addition in Railways and this can be applied for many other
government services as well. Similarly the value of air passengers and cargo could be used for air
transport was a suggestion from the Dholakia Committee. Generally use of labour compensation or
salaries should be a good indicator for services sector while determining district level assignment of
state GVA.

(<)



For some of the other services, some related variables are used for assignment of state GVA for
districts, such as, occupancy for public warehouses, workforce for private warehouses, number of
vehicles for road transport, bank deposits for banking and insurance, and the workforce in combination
with earning per worker is used for real estate, ownership of dwellings and business services. The
Dholakia Committee recommended the storage capacity as an indicator for warehouses, this could
be used for private warehouses. Along with deposits, bank credit should be used for the banking
sector.

Inter-temporal comparison of GDDP requires the data to be presented at constant prices. We come
to know that in some sectors the current prices of commodities in the sector are used. However, the
deflator could be based on general price index. Moreover, the base year for the latest series, 2011-
12, is not considered as a normal year for price index calculation as commented the Dholakia report
(Government of India, 2020). Therefore, the inter-temporal analysis of GDDP based on constant
prices will be difficult to carry out, without restrictive assumptions.

The GSDP itself is an estimation largely based on allocation of GDP among states. Therefore,
further allocation of GSDP among districts should also be another level of approximation. Tamil Nadu
can independently try to improve the estimation of GSDP and GDDP based on the suggestions of
Dholakia Committee Report. As far as possible, the value addition in each sector should be estimated
using appropriate variables. New databases are evolving such as tourists in districts and visitors to
recreation facilities. GST data gives value addition for all the enterprises in the district by products
and services. This new database should be used to replace other proxies which do not reflect the
actual value addition (Sethia, 2021). The Dholakia committee report gives specific suggestions for
the use of GST data to estimate both state and district level value additions in specific sectors. This
GST database is available within the state and therefore should be used by Tamil Nadu at least as
an experiment.

Many new activities are evolving in the market which should be imaginatively captured with new
databases. In the case of public sector, economic and purpose classification of public expenditure of
both state and local bodies’ budgets should be published. This will largely help in estimating value
addition by public expenditure. The income accruing through public sector in each district should also
be possible with the details of data extracted from IFHRMS and census of government employees.
Insurance penetration data for agriculture and other sectors should be collected to estimate value
addition by insurance sector.

As the reliability and robustness of GDDP data should be improved, the frequency of release
of estimates also should be carefully considered. Unlike the GDP and GSDP estimates that are
released every year and even less than a year, that is, for a quarter, the GDDP can be released with
longer time intervals. Of course, wherever the bottom-up approach of estimating value addition in
commodity production sectors is possible, the district level estimates for such sectors can be realised
annually. Whereas the complete estimation of GDDP and its disaggregates may be released once in
five years after we get enough of robust data for arriving reliable estimates.
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Section 2: Inter-District Variation in Economic Growth

The first series of GDDP in Tamil Nadu was released in 1996 based on 1993-94 prices, hence called
1993-94 series. Thereafter 2004-05 and 2011-12 series of GDDP figures were released. Now we
have data of GDDP for 27 years from 1993-94 to 2019-20. Though the methodology of estimating
GDDP in Tamil Nadu has not changed since 1993, the database changes for every new series such
as demographic data and addition of new sectors in economy. Creating an unified series of data
from the three-series-GDDP database is difficult as we do not have conversion factors, as such,
throughout this analysis we take the GDDP and its components in current prices in their respective
series. The comparison between the three series of GDDP is only in relative terms, that is, the
relative contributions of districts’ GDDP to GSDP of Tamil Nadu.

Since we compare the GDDP over time, it is ideal to calculate the relative positions of districts based
on real GDDP, that is, GDDP at constant prices. The real GDDP is not comparable across series
and that even within a series because the real GDDP is not reflecting the real value as noted in
the previous section. Hence, we take only the GDDP at current prices in each series of GDDP for
our analysis, as we deal only with ratios and relative positions of districts. Comparison of relative
contribution over different time periods is better than the comparison of GDDP at current prices over
time.

We compare the three-year average of GDDP of 29 districts for years 1993-96, 2004-07 and 2017-
20. In the first and second series, we have taken the first three-year data and in the last series we
have taken the latest three-year data for this average GDDP. In 2004-05 and 2011-12 series, the
number of districts was 32 compared to 29 districts in 1993-94 series. This is due to bifurcation of
three districts after 1991. Therefore, we have summed up the GDDP of the bifurcated districts to get
the GDDP of 29 districts that prevailed in 1991 in 2004-05 and 2011-12 series also. We have also
calculated the population from respective series level data on per capita GDDP. The data on GDDP
are given in Table 1 and the entire GDDP database of three series are given in Appendix |.

In the first series, that is , 1993-97 series, we have arranged the districts in descending order of
GDDP and the corresponding rank and population for the series are also given. Apparently the
relative positions of districts in each period have changed compared to the previous period. A closer
look at the change in the relative positions are not drastic enough to consider the spatial change in
growth pattern.

If we classify districts by four quartiles — first three quartiles of 7 districts each and the fourth quartile
with 8 districts. We find the relative positions of districts change within each quartile, but rarely
change between quartiles. For instance, compare the first quartile, that is, the top seven districts in
1993-97 series with the ranks of such districts in 2004-07 series. We find only Erode, which was in
first quartile in 1993-94 moved to second quartile (2004-07), while in the third series (2017-20) Erode
is back in first quartile, while Salem moved to second quartile with 9th rank.

Let us compare the eight districts in the fourth quartile in 1993-94 with the eight districts in the fourth
quartile in the two other series. We find all the districts in the 1993-94 of fourth quartile remain in the
fourth quartile in the two other series, only their relative positions within the quartile have changed.

(<)



In the second and third quartiles, only two districts shift between quartiles and five districts remain in
the same quartile in all the three series. In a reasonably broad spectrum of seven-district quartiles,
the relative positions of districts have not changed significantly between the spectrums in these 27
years.

The last column in Table 1 gives the change in percentage points in the relative share of each district
between 1993-97 and 2017-20%. We find only seven out 29 districts have more than one percentage
point difference in the relative share of their GDDPs over the 27 years. That is, over 27 years, the
relative shares of most of the districts have almost remained same or the change has been less
than one percentage point. Thus it appears, the regional structure of Tamil Nadu economy in terms
of relative size of district economies has not changed a little for nearly three decades. However, we
should also note that four out of 7 districts in first quartile and three out of seven districts in second
quartile have shown more than one percentage point change in their relative shares of GDDP to
GSDP. Though in the third and fourth quartiles all districts have shown less than one percentage
point change in their relative shares, and the changes are mostly in the negative.

4The change in percentage points in relative shares of a district is the change in its percentage share in
2017-20 over 1993-94. For instance the relative share of Chennai’'s GDDP to GSDP in 2017-20 was 8.3 per
cent compared to 11.2 per cent in 1993-97, thus a decline of 2.9 percentage points.




Table 1: GDDP in Tamil Nadu— 1993-96, 2004-07 and 2017-20

1993-94 to 2004-05 to 201;'18 perci:?:é:’: :claints
District 1995-96 | Rank | 2006-07 | Rank 2019-20 Rank 'in relative share
(Rs Lakh) (Rs Lakh) (Rs Lakh) difference between

1993-97 and 2017-20
Chennai 763437 1 2180183 2 13528553 3 -2.9
Coimbatore 619645 2 2566805 1 18096073 1 20
Kancheepuram 363705 3 1423880 5 11683528 4 1.8
Vellore 363180 4 1428819 4 8434525 5 -0.2
Thiruvallur 331800 5 1507857 3 14926564 2 4.3
Salem 314626 6 1244136 6 6580623 9 -0.6
Erode 306469 7 1144094 8 7344526 7 0.0
Thirunelveli 295296 8 1173788 7 5764940 | 11 -0.8
Madurai 270385 9 1135323 9 6120857 | 10 -0.2
Virudhunagar 266633 | 10 1042852 | 12 4676915 | 13 -1.0
Tiruchirapalli 230632 | 11 1073520 | 11 7123676 8 1.0
Dharmapuri 215660 | 12 1080376 | 10 8061964 6 1.8
Thoothukudi 207778 | 13 860085 | 14 3968238 | 18 -0.6
Dindigul 202097 | 14 730383 | 17 3777107 | 19 -0.6
Villupuram 197836 | 15 704720 | 19 4323193 | 16 -0.3
Namakkal 188001 16 750831 16 5272190 | 12 0.5
Cuddalore 187956 | 17 830920 | 15 4593078 | 14 0.1
Thanjavur 177446 | 18 706286 | 18 4290476 | 17 0.0
Kanniyakumari 173348 19 896906 | 13 4407338 15 0.2
Thiruvannamalai 153280 | 20 576357 | 20 3042350 | 20 -0.4
Nagapatinam 136174 | 21 463181 | 21 2124854 | 23 -0.7
Theni 134904 | 22 337884 | 26 1906485 | 25 -0.8
Perambalur 124411 23 204365 | 29 1698336 | 27 -0.8
Pudukkottai 112256 | 24 446653 | 22 2364511 | 21 -0.2
Thiruvarur 105686 | 25 284710 | 27 1475410 | 29 -0.6
Ramanathapuram 100531 26 392072 | 24 1955463 | 24 -0.3
Karur 95180 | 27 418660 | 23 2248951 | 22 0.0
Sivagangai 91804 | 28 364141 | 25 1751813 | 26 -0.3
The Nilgiris 83852 | 29 275628 | 28 1540421 | 28 -0.3
Tamil Nadu 6814008 26245413 163082959

Source: Author’s calculation based on the data collected from Department of Economics and Statistics, District
Income Estimates, Estimation of GDDP in Tamil Nadu, Various issues.




When the relative sizes of districts’ economies remaining the almost same or marginally changed
over three decades, does it mean that all the districts grow at the same rate? Given the incomparable
three series of GDDP data, we resort to another method to explore this aspect of GDDP. We give in
Table 2 the aggregate data of GDDP in the four quartiles. We reiterate a point from Table 1, that is, at
lease five out of seven districts in each quartile remain the same across the three series, therefore,

it can be reasonably presumed that each quartile across the three series represents the same
economic region. A comparison of the GDDP and Population of each quartile is shown in Table 2.

Table 2: GDDP and Population —Quartile Values: 1993-96, 2004-07 and 2017-20

1993-97 2004-07 2017-20

Quartiles (Rf;sDLTI:(h Population | GDDP (Rs | Population | GDDP (Rs | Population

Crore) (Lakh) Lakh Crore) (Lakh) lakh Crore) (Lakh)
| 0.31 208.10 1.15 254.12 8.21 305.27
(45.0) (35.7) (43.9) (39.1) (51.8) 41.9)
" 0.17 146.76 0.72 154.40 3.55 163.49
(24.8) (25.2) (27.6) (23.8) (22.4) (22.4)
" 0.12 137.14 0.48 149.55 2.62 160.70
(17.8) (23.6) (18.1) (23.0) (16.5) (22.0)
v 0.08 91.37 0.27 91.21 1.47 99.52
(12.4) (15.7) (10.4) (14.0) (9.3) (13.7)
Total 0.68 583.34 2.62 649.28 16.31 755.48

Note: Figures in parentheses are percentage to total.
Source: Same as Table 1.

In the first quartile, the GDDP as a ratio to state’s GSDP increased from 45 per cent in 1993-97 to
51.8 per cent in 2017-20 after a dip to 43.9 per cent in 2004-07. In the next two quartiles the relative
shares of GDDP to GSDP declined between 1993-97 and 2017-20 with a marginal increase in 2004-
07. However, the last quartile shows a secular decline in the three successive periods. As the relative
contribution of the districts’ GDDP to GSDP in first quartile increases over time, those districts also
attract population; as such the proportion of population in the districts in first quartile increased and
the corresponding figures in the districts in three other quartiles show consistent decline. Economic
growth attracts people and people contribute further to growth. This trend in the concentration of
economic growth and population in a few districts is the sign of irreversible imbalance in regional
growth if left unchecked in the years to come.
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To visualise the geographical spread of growth in the state, we take the last three-year average
GDDP (2017-20) of 2011-12 series and classified the districts by quartiles. The original database
has only 32 districts, whereas now there are 38 districts in the state as some of the districts have
been bifurcated or even trifurcated. Therefore, the districts that were split into two or three districts
are all considered to be in the same level of development in the Map-1. As the legend in the Map-
1 specifies, the High GDDP districts are shaded in Green, Blue ones are Upper middle GDDP
districts, Amber ones are Lower-middle GDDP districts, and low GDDP districts are shaded in Red.
We find the High GDDP districts are located in the north and northwest and the lone exception of
Thiruchirapalli in the central Tamil Nadu. The Upper-middle GDDP districts are in the north-west and
south Tamil Nadu. If we combine the districts with High and Upper-middle GDDP, we find them as
contiguous districts, may be economic growth is geographically contagious. Of course, the notable
exceptions in this combined category are Dharmapuri and The Nilgiris. The districts with Lower-
middle GDDP are located predominantly in the Cauvery delta and three districts in south Tamil Nadu.
The districts with low GDDP are spread in north-west, delta and southern Tamil Nadu. Obviously if
we combine districts with lower-middle and low GDDP most of them form geographically contiguous
set of districts.

As we have noted earlier, GDDP captures value addition in each districts and also that the factors
of production are mobile between districts, particularly labour and financial capital, which means
that the productive activities are attracted to various locations for historical reasons and availability
of infrastructure services. Economic activities cannot restricted by administrative boundaries within
a district. Instead of creating district-wise incentive system, we need to create zonal approach
to infrastructure development and installation of industrial ecosystems cutting across a group of
contiguous districts. Therefore creating suitable ecosystems for different sectors in districts should
help spread of economic activities across districts that are contiguous and can be classified as a
zone. The mapping of sectors across districts should be helpful in this regard.
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Map 1: Districts-Wise Classification Based on GDDP
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Section 3: Sectoral Contributions to District and Zonal Incomes

We take only the 2011-12 series of GDDP as the analysis of GDDP in the recent years should suffice
the purpose of the understanding the trend in sectoral contributions to GDDP. First we take the three
broad sectors — primary, secondary and tertiary. The shares of primary, secondary and services
sectors in state GVA changed marginally between 2011-12 and 2019-20. The share of primary sector
declined from 13.1 percent in 2011-12 to 11.5 per cent in 2019-20. The shares of secondary and
services sectors increased marginally from 36.6 per cent to 37.7 percent and 50.5 per cent to 50.9
per cent respectively. Given the greater importance of secondary and services sectors in state GVA,
to need to find out their relative importance in the districts’ GVA.

The correlation coefficients of GVA from the three sectors with the District GVA along with
the coefficient of variation of the three sectors’ GVAs calculated for the nine years are given in
Table 3°. The correlation coefficients of secondary and services sectors are high and almost closer to
one; whereas the correlation coefficients of primary sector is nearly zero. Therefore, the secondary
and services sectors have strong association with the district GVA. If we look at the coefficient of
variations of the three sectors, once again the secondary and services sectors show higher level of
variation than the primary sector. The primary sector having low share in the GVA and its coefficient
of variation with GVA is also very low, together explain the fact, that the absolute value of GVA from
primary sector may not vary between districts, but their relative values change markedly. On the
contrary, the contributions of GVAs from secondary and services sectors to the district GVAs are
larger and they vary substantially both in absolute and relative values. Therefore it comes out very
strongly that the secondary and tertiary sectors are the moving forces of GVA across districts.

Table 3: Coefficients of Correlation and Variation between sub-sectors
of District GVA 2011-12 to 2019-20

Coefficient of Correlation between Coefficient of Variation of
Year sub-sectors’ GVA and district GVA sub-sectors’ GVA (%)
Primary Secondary Tertiary Primary Secondary Tertiary
2011-12 0.02 0.86 0.92 51.4 87.5 92.0
2012-13 0.09 0.86 0.93 56.5 82.5 90.7
2013-14 0.08 0.86 0.93 57.9 84.9 89.6
2014-15 0.06 0.86 0.95 53.0 84.8 89.3
2015-16 0.07 0.87 0.94 56.7 87.4 89.0
2016-17 0.08 0.88 0.94 66.4 88.1 87.8
2017-18 0.07 0.87 0.93 60.4 91.0 88.7
2018-19 0.09 0.87 0.93 69.0 91.3 87.9
2019-20 0.10 0.86 0.93 69.1 93.1 88.8

Source: Same as Table 1.

5The GDDP of 2011-12 series gives the GVA of each sector and then the District GVA. The GVA is net of GDDP
by taxes and subsidies. That is, GVA = GDDP — Tax + Subsidies. The previous GDDP series, that is, 1993-94
and 2004-05 series, do not give this distinction between GVA and GDDP.




In the previous section we grouped the districts by quartiles and found that the districts within each
quartile do not change over time though their relative positions within a quartile may change. However,
the districts in each quartile are not geographically contiguous. For a regional development plan, we
need to plan for a region with geographically contiguous districts. Therefore, we divide the districts
by zones as North, West, East and South with geographically contiguous districts in each zone. This
hypothetical exercise is only to highlight the possibility of identifying regional growth centre and their
potentials for further development. The list of districts and their quartile ranking are given in Table 4.

Table 4: Classification of Districts by Zones and Quartiles

North Zone West Zone East Zone South Zone
Chennai (Q1) Trichy(Q1) Cuddalore(Q3) Madurai(Q2)
Kanchipuram(Q1) Erode(Q1) Villupuram(Q3) Virudhunagar(Q2)
Tiruvallur(Q1) Coimbatore(Q1) Tanjore(Q4) Tirunelveli(Q2)
Vellore(Q1) Tirupur(Q2) Nagapattinam(Q4) Thoothukudi(Q4)
Krishnagiri(Q2) Salem(Q2) Thiruvarur (Q4) Kanyakumari(Q4)
Dharmapuri(Q4) Namakkal(Q2) Perambalur(Q4) Theni(Q4)
Tiruvannamalai(Q3) Nilgiris(Q4) Ariyalur(Q4) Dindigul(Q4)

Karur(Q4) Pudukottai(Q4)
Ramanathapuram(Q4)
Sivagangai(Q4)




TAMIL NADU g
DISTRICTS BY DEVELOPMENT ZONES @

COIMBATORE

KEUDI MNORTH ZONE
GDDP : Rs. 5.97 lakh Crore
Population : 240 lakh

KANNIYAKTMIAR

:] WEST ZONE

GDDP : Rs. 4.82 lakh Crore
Population : 189 lakh

Per Capita Income : Rs. 2,48,614

Per Capita Income : Rs. 2,54,911

EAST ZONE D SOUTH ZONE

GDDP : Rs. 2.46 lakh Crore GDODP : Rs. 3.06 lakh Crore
Population : 172 lakh Population : 155 lakh

Per Capita Income : Rs. 1,43,166 Per Capita Income : Rs. 1,97,003

Map 2: Districts-Wise Classification of GDDP and Population
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You may find that most of the districts in each zone are from two continuous quartiles. The variation
in the district’'s income within a zone is so low that we can conveniently categorise each zone as
contiguous districts with more or less same level of development. Of course, there are exceptions.
North zone has a district from bottom three quartiles with three districts in the first quartile. The West
zone has three districts from each of the first two quartiles and two districts from the fourth quartile.

The relative positions of each zonal division in terms of economy, per capita income and population
over a three-year period of 2017-2020 are given in Table 5. The Northern zone with the highest size
of economy of 36.6 per cent of GSDP and 31.8 per cent state population is the largest in terms of
economy and demography. West zone comes next in terms of economy and demography with 29.6
per cent of state economy and 22.8 per cent of state population. The per capita income of West zone
is a little higher at 118 per cent of state per capita income than 115 per cent per capita income of the
Northern zone, mainly because of relatively lower proportion of population. The South zone has the
third largest economy of 18.8 per cent of state GSDP and 20.5 per cent state population. The East
zone has 15.1 per cent of state GSDP and 25.5 per cent of state population, making it the lowest in
terms of size of economy and per capita income.

Table 5: GDDP and Population of Zonal Divisions — 2017-20 at Current Prices

GDDP at current prices - Population

Zones (Rs Lakh Crore) Per capita income (Rs) (In Lakh)
5.97 248614 240
ALl (36.6) (115.0) (31.8)
East 2.46 143166 172
(15.1) (66.3) (25.0)
West 4.82 254911 189
(29.6) (118.0) (22.8)
South 3.06 197003 155
(18.8) (91.7) (20.5)
Total 16.31 215866 755

Note: Figures in brackets are per cent to the column total
Source: Same as Table 1.

We move on to analyse the relative shares of the 17 sub-sectors to the zonal GVA over three-year
period from 2017-18 to 2019-20. In the North and West Zones, only three sectors have contribution
of more than 10 per cent each and together they contribute for more than 50 per cent of zonal GVA;
they are (i) Manufacturing, (ii) Trade, repair services, Hotels and Restaurants and (iii) Real estate,
ownership of dwellings and business services. This shows that the GVA is skewed towards just three
sectors in these two zones. Next to these three sub-sectors, construction and other services are the
two sub-sectors that contribute substantially to their respective zonal GVA. The peculiarity of West
zone is its higher contribution from agriculture and livestock compared to North zone. Similarly the
North zone has higher contribution form financial service compared to West zone.

In the East and South zones, there are six sub-sectors that contribute more than 10 per cent each
and together they contribute more than 60 per cent of the zonal GVA; they are (i) Agriculture, (ii)
Manufacturing, (iii) Construction, (iv) Trade, repair services, Hotels and Restaurants and (v) Real
estate, ownership of dwellings and business services and (vi) other services. In these two zones,
the economy is more well-spread in terms of sub-sectoral contributions to zonal GVA compared to
North and West zones.




Table 6: Sub-Sectoral shares in GVA by Four Zones Zonal GSDP in Tamil Nadu for 2017-20
(GVA Value Rs.in Lakh Crore)

Sub-Sectors North West East South
Aariculture 20.02 22.71 23.34 18.18
9 (3.68) (5.17) (10.42) (6.52)
Livestock 13.39 43.65 10.26 8.03
(2.46) (9.94) (4.58) (2.88)
Forestrv & Loagin 1.93 16.74 22.84 1.47
ry & Logging (0.35) (0.38) (1.02) (0.53)
Fishin 2.11 24.21 66.46 2.41
9 (0.39) (0.06) (2.97) (0.86)
o : 0.07 0.22 5.11 0.33
i) €3 CRET e (0.01) (0.05) (2.28) (0.12)
Manufacturin 127.17 109.61 24.10 52.78
9 (23.38) (24.95) (10.76) (18.91)
Electricity, Gas, Water Supply & 9.83 8.00 4.37 717
Other utility services (1.81) (1.82) (1.95) (2.57)
Construction 48.55 40.91 31.80 41.02
(8.93) (9.31) (14.28) (14.70)
Trade, Repair services, Hotels & 57.04 55.34 31.32 42.40
Restaurants (10.49) (12.60) (13.99) (15.19)
Railwavs 217 4.20 0.16 0.27
y (0.40) (0.96) (0.07) (0.10)
21.89 15.13 9.82 10.76
Transport by Other means (4.02) (3.44) (4.39) (3.86)
Storaqe 0.47 8821 8373 0.13
9 (0.09) (0.02) (0.04) (0.05)
Communication & Services related 9.15 6.39 3.53 5.55
to Broadcasting (1.68) (1.46) (1.58) (1.99)
Financial Services 48.18 18.19 7.30 9.71
(8.86) (4.14) (3.26) (3.48)
Real Estate, Ownership of Dwelling 122.45 62.50 35.46 38.23
and Business Services (22.51) (14.23) (15.83) (13.70)
. -~ . 212.92 7.85 7.34 9.71
Public Administration (3.92) (1.79) (3.28) (3.48)
Other Services 381.35 42.61 20.87 30.90
(7.01) (9.70) (9.32) (11.07)
Total 543.86 439.33 223.98 279.07
(100) (100) (100) (100)

Note: Bracket in the parentheses are percentage to the total GVA.
Source: Same as Table 1.




Having identified the relative shares of sub-sectors in the zonal GVA, we should be able to
conceptualise regional plans by sectors. Sectors such as Manufacturing, Trade, repair services,
Hotels and Restaurants should be planned for all the four zones, however, drilling down to specific
sectors within each of these sub-sectors should help to fine-tune the development strategies for
these zones. There are also zonal specific sectors such as agriculture in West, East and South and
livestock in West, Financial services in North, and so on.

This exercise with limited database of GDDP and its components show that both sectoral and spatial
patterns of development are discernible in Tamil Nadu. With databases derived from other sources,
particularly from the sectoral databases should help us to study the spatial spread of growth centres
and their economic characteristics in greater detail and derive lessons for strategic regional economic
plans.

Section 4: Summary and the Way Forward

The methodology for estimation of GSDP and GDDP has long been waiting for effective revision.
With the Dholakia Committee report and the availability of new databases and statistical tools,
the Government of Tamil Nadu can independently initiate the implementation of revisions in the
methodology to give a robust and realisable state income statistics.

The analysis of the GDDP of districts in Tamil Nadu over a period of nearly three decades, indicates
that the distribution of spatial and sectoral growth in Tamil Nadu is skewed and the skewness is
increasing. The districts of high economic growth attract larger population and hence the demographic
transition varies between districts. There is a regional pattern of growth in Tamil Nadu and districts
in the top quartile in terms of GDDP are in North and Western Tamil Nadu. The districts in the lowest
quartile are in the East and Southern Tamil Nadu. Given this spatial pattern of growth we can classify
districts by geographically contiguous districts that have more or less comparable levels of economic
development. Therefore our classification of districts as North, West, East and South, make our
analysis of sub-sectoral contribution more meaningful. In this analysis we could identify the larger
sub-sectors that contribute to the zonal economies and their relative importance for any further
intervention.

We have given only a partial story of regional imbalance in economic growth with the GDDP
database. The detailed database form all the sectors from various sources should help by a great
deal to analyse the specific reasons for growth or for the lack of it. Continuous tracking of the sectoral
performance in all the regions over time should be a good feedback for strengthening public policies
and programmes.

There are several theoretical explanations for the skewed distribution of economic growth by region
and sectors. Historical accidents may often be a reason for the growth of many modern sectors in
specific locations. Economic and social infrastructure, considered as an exogenous factor in private
sector development until recently, have become an endogenous factor in the conceptualisation
and practice of new public finance management. With full play of market forces and government’s
decision to reap economic benefits of public expenditures, concentration of infrastructure facilities
in developing/developed regions is unavoidable. Conscious decisions to spread at least the basic
public utilities to all areas as a priority, followed by development of infrastructure facilities to expand

()



economic opportunities for all the regions should guide the economic policies, if we need to correct
regional imbalances in growth.

One of the pioneering efforts to address regional imbalance was taken in Maharashtra in 2013.
Dr Vijay Kelkar, Chairman of Thirteenth Finance Commission, headed a committee to prepare a
road map for attaining regional balance in socio-economic development in Maharastra. The report
submitted by the Kelkar Committee gave many new ideas in this regard. The general philosophy of
the committee’s recommendations was to create an index of development deficit in each sector and
in each region and then allocate public expenditure based on such deficit indicators. There are also
recommendations for sequencing sectoral intervention in regions. A similar effort in Tamil Nadu shall

bear some fruits. Regional balance cannot take a back seat in democracy.




Government of India (2020). Final Report of the Committee for Sub-National Accounts (Chairman:
Dr Ravindra H. Dholakia), National Statistics Office, Ministry of Statistics and Programme
Implementation, Government of India.
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