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Abstract 
 
“FEDERALISM IS NOT ONLY GOOD POLITICS BUT ALSO GOOD 
ECONOMICS” 
In Indian History, the country was divided into smaller constituents for better economic and administration. The 
policy was adopted by the successive kings and even Britishers .  In post independent, India the new adopted 
constitution considers India i.e., Bharath is “Union of states’’ and article-3 vests power to parliament to create 
new states.  So, even our constitutional makers believed that in future if necessary for economic development  
and administrative convenience and for the larger interest of the people and country new states may be carved 
out of the existing states.  Small states means Better Administration, Governance, Economic Development -  
Participation of common man in the economic development creation of small states would lead to lesser 
Redtapism  thereby transparency in Governance and reduction in corruption.  Thus, the creation of smaller 
states contribute to National Economic Development and Better Governance. In 2000, during NDA Regime 
three states were created i.e., Chhattisgar, Jharkhand and Uttharakhand.  Growth in these states has increased 
comparatively but new issues have also emerged in respect of division of water, oil and other mineral resources 
etc., .  When Congress declared that new state Telangana would carved out from Andhra Pradesh.  It has 
reignited the demands for other small states like Bodoland, Gorkhland, Vidarbha etc.,.  Despite creation of 
smaller states for greater economic growth the development has not been upto the expected degree.  Because of 
several factors like Political Instability,  lack of resources (Finance and others) etc., .  And these smaller states 
are heavily dependent on Central Government to Bridge the Fiscal deficit in the state and financial assistance 
for Economic Development.Thus, the special position of states gives rise to considerable complications in 
working out both revenues and fiscal transfers for the new states.  The Central Government being the source of 
Economic Activities and Finance.  It will critically define the fiscal prospects of the new states.        
KEYWORDS: Economic outlook, Caveats, BIMROU, Growth Engines, Infrastructure items  
 
Introduction:- If states are bifurcated into smaller constituents, the natural resources are 
more appropriately used and their exploitation is put on restraint.  And other side division of 
states into smaller ones ends up creating acrimony in the hearts of the residents towards each 
other and also stands against the principle of  “Unity in Diversity” . 
 The last few years have seen a constant tug of war between the champions of smaller 
states and larger states.  There have been several demands for the creation of separate states 
of  Vidharba in Eastern Maharashtra, Bodoland in Asom , Gorkhaland in West Bengal, etc. 
Mayavati,the former CM of UP, even proposed to divide Uttar Pradesh into four smaller 
states – Purvanchal, Bundelkhand, Awadh Pradesh and Pashcism Pradesh.  When division of 
states into smaller states means that every state will have its own leaders.  A government 
which had to formulate policies for larger population, will now have to do the same for only 
smaller population.  By simple calculation, there will be more efficiency in the administration 
and development and less pressure of performance on the rule of state/Governance.  Better 
Good Governance contributes to Economic Growth and Economic Development. 
 This year Scotland went for a referendum on whether it wants to separate from Britain 
or not, the Catalans have for years been struggling for separate territory from Spain and a 
Couple of years ago Sudan divided into South Sudan and Sudan.  There are plenty of causes 
why states want to separate and form an independent entity.  The reasons can range from 
feeling of discrimination on the basis of resources (both human and natural), feeling of 
isolation from the Central Governance and feeling that the particular part of the state is 
performing better than  the rest of the part which is only a burden on the state as a whole.  
Division of a state into a smaller constituent is justified provided it contributes to overall.  
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 Economic Growth and Development and administrative convenience.  But it cannot 
be justified if the purpose is to satisfy the emotional demands of the people to highlight their 
caste (or) religion (or) language or ethnicity. 
Proper Utilization of Funds:- In a large state, the problem is that the allocation of funds by 
the centre can never be evenly distributed.  So some parts stand to lose and thus remain 
backwardly developed, while the part which enjoys the political might tends to gain.  To 
overcome this discrimination division of state may be the only solution.   
Better Living Standards:- Per Capita income of people in Uttar Pradesh rose from  Rs. 
12950  in 2004-2005 to Rs.37,630  in 2013-14.  The same for Uttarakhand rose   Rs.24,726 in  
2004-05, to Rs.1,03,349 in 2013-14, much better than its parent state.  Over 2004-09, 
Uttarakhand and Jharkhand have done a better job in reduction of poverty than their parent 
states reducing the poverty rates by 14.7%  and 6.2% respectively white Uttar Pradesh and 
Bihar could manage figures of 0.9% and 3.2% respectively.  These figures speak for 
themselves. 
Per Capita Net State Domestic Product at current prices (2004-05 series) in Rs. 

S.No. State  2004-05 2013-14 

1. Bihar 7914 31229 

2. Jharkhand 18510 46131 

3. Madhya Pradesh 15442 54030 

4. Chhattisgarh 18559 58297 

5. Uttar Pradesh 12950 37630 

6. Uttarakhand 24726 103349 

   Source Directorate of Economics and Statistics of State Government and central statistical office.  
 

Diagrammatic Representation  

 
 
In the above diagram,  the above mentioned states show their per capita income during 2004 
– 05 and 2013 – 14. 
Smaller States- Economic Considerations:-  
 It is not political expediency that has keeping in view ever bigger states such as 
Maharashtra or Tamilnadu or Gujarat are dependent on central grants/assistance without 
which they cannot balance budgets. Some analysts say small states will not be economically 
viable, others believe small states will fare better, since ordinary people will have better 
access to power elites. 
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Caveats:-  
 Uttarakhand, Jharkhand  and Chhattisgarh states belong to what was historically 
called the acronym BIMAROU (which means sick in Hindi) (Bihar, Madhya Pradesh, 
Rajasthan, Odisa  and   Uttar Pradesh)  zone. 
 Share of BIMAROU (%) 

 
 

Despite accounting for 34.7% of the total geographical area and 40.2% of the total 
population of India, the BIMAROU States have lagged in terms of development, contributing 
21.6% to GDP. It is essential for the Indian Economy to leverage of the potential of these to 
sustain its high growth trajectory. 

Surprisingly, Uttarakhand, Jharkhand  and Chhattisgarh states witnessed rapid growth 
after they formation. The central government exampled industries in Uttarakhand from excise 
duty, a concession already applicable to offer hill states such as Himachal Pradesh, Kashmir 
and the North-Eastern states. Many big industries rushed to Uttarakhand  and for the tax 
break, giving the state’s growth an artificial boost. Remembering Uttarakhand was once 
considered the poorest most backward past of Uttar Pradesh. After statehood, it  has become 
a growth champion. After becoming separate states, Jharkhand, and Chhattisgarh have 
emerged as industrial hubs. Both have large tribal beets with poor infrastructure facilities. In 
Chhattisgarh 4/5 of habitations lack access to roads and good transportations. Both states 
have plenty of minerals like coal and iron-ore. They could not reap the benefits of  rich 
natural resources when they were part of larger states. Rather, their mineral revenues were 
diverted to state capitals. This division  ended after they become separate  states. Uttarakhand 
has averaged 9.31% growth annually Jharkhand 8.45% and Chhattisgarh 7.35%  
Andhra Pradesh  Separation :- 
 In 2014, the exciting state of Andhra Pradesh was officially separated into AP and 
Telangana. Andhra Pradesh was formed first without capital in the history  of  India. Andhra 
Pradesh relies on the central government build its capital AMARAVATHI. Formation of the 
two new states has thrown open several challenges, particularly, appropriate mobilization of 
resources, infrastructure development etc; Musgrave (1959) identifies three functions of the 
Public sector: (i) macroeconomic stabilization (ii) income redistribution and (iii) resource 
allocation. He suggests that while stabilization and redistribution functions are best 
performed by national government, sub-national government’s, including local government, 
have an important role in resource allocation. Further, while national government has a 
dominant role in redistribution of income, local government’s play a crucial stake in 
implementation. 
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Shares in Population and Area 
 

State 
Share in 

Population 
(2011)(%) 

Share in 
Area 
(%) 

Density 
(Persons/Km2) 

 
New AP 
 
Telangana 
 
Telangana excluding Hyderabad 
 
Hyderabad 

58.3 
 

41.7 
 

36.9 
 

4.8 

5.8 
 

41.8 
 

41.7 
 

0.1 

308 
 

307 
 

273 
 

18,480 

Source: As per Population Census, 2011, Registrar General of India. 
 
Growth Engines: Given below are the indispensable pre-requisites to develop a small 
backward state.   
 
    Development of MSMES 

Creation of Industrial Clusters. 
Strengthen the agro-based potential 
Creation of better infrastructure items. 
Better facilities in the industrial estates. 
Promotion of National Manufacturing Investment zones and - 
Industrial Corridors  
Power  subsidy. 

 
 
 
 
 
 
Source: 12th Plan, Govt. of A.P. 

The government should focus on developing infrastructure in a systematic manner in 
order to boost the economic growth and generate revenues and employment. 
Conclusion: 
 There are advantages and disadvantages of having small states.  If the whole India 
were bifurcated into smaller states, say around 40 to 50 states, then there would be chances of 
better governance and better use of funds allocated by government as there will be less 
population.  The main problem is to choose efficient and non-corrupt leaders who have 
become almost extinct in the Indian political scenario.  Already we have so much corrupt 
leaders in the government.  Jharkhand and Chhattisgarh growth has been tainted by massive 
corruption.  Sheer money power enabled Madhukoda, to become Chief Minister of Jharkhand 
and ruled for years. He handed out dozens of mining licenses, instead of  auctioning them to 
the highest bidder.  This is only one  instance of several major corruption scandals  rocked 
India in recent times.  Natural resources from coal to the telecom spectrum are constantly 
gifted on a platter to favored parties flouting all the norms, thereby the most of politicians 
have amassed fortunes.  Even though the telecom revolution has brought about a great change 

 
 
Growth 
Engine 

Suraj Punj Journal For Multidisciplinary Research

Volume 9, Issue 3, 2019

ISSN NO: 2394-2886

Page No: 921



in the way people communicate in India.  This is evident in the increasing number of mobile 
phone uses in India. 

”The smaller the state, better the Governance” is general the view.  Some states have 
very bad infrastructure like roads, sanitation etc., in spite of receiving central government 
grant of thousand core rupees. Eg: Sikkim, Asom etc., So, In my opinion present day India 
need not be further bifurcated instead be a small state or large states, focus should be on the 
overall Economic Growth and development.  JRD Tata has said “I don’t want India to 
Economic Superpower, I want India to be a happy country”.  So, smaller the state better 
the management of  it. 
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