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Aims
This study aims to examine the structural and sectoral factors contributing to inter-state disparities in Net Domestic Product (NDP) growth across Indian states. It specifically investigates the sectoral contributions—agriculture, industry, and services—in shaping economic performance within high- and low-income state categories.
Study Design
The research adopts a comparative analytical design, classifying Indian states into low-income and high-income groups based on their Per Capita Net State Domestic Product (NSDP), and comparing sectoral growth patterns within and between these groups.
Place and Duration of Study
The study focuses on all Indian states, grouped by income level, using data collected over the period 2011–12 to 2023–24.
Methodology
This study is based entirely on secondary data (panel data) drawn from official government sources, including the Directorate of Economics & Statistics of individual states and the RBI Handbook on Indian States. Analytical techniques include descriptive statistics, and multiple regression analysis to evaluate sectoral contributions to NDP growth across the two income categories.
Results
The analysis reveals a distinct divergence in sectoral growth patterns between low- and high-income states. In low-income states, industrial growth is the primary and statistically significant driver of NDP growth, while agriculture has no meaningful contribution and services are underdeveloped. In contrast, high-income states show a service-led growth pattern, with services having the strongest impact on NDP, followed by industry and a modest but significant role of agriculture.
Conclusion
The findings are consistent with classical development theories such as Kuznets’ structural transformation, Hirschman’s industrial linkages, and Myrdal’s cumulative causation. The study underscores the need for region-specific development strategies, particularly those that support industrialisation and service sector development in low-income states. Such targeted interventions are essential for reducing regional disparities and fostering inclusive, balanced national growth.
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1. INTRODUCTION

The growing income gap between Indian states represents a major obstacle to achieving balanced and inclusive economic growth. This disparity negatively influences the overall socio-economic development of the country. Higher inequality tends to suppress national growth by restricting the development potential of lower-income states, while simultaneously enabling higher-income states to grow more rapidly through greater accumulation of both physical and human capital (Aghion et al., 1999; Galor & Moav, 2004).

The widening economic divide between states can be largely attributed to structural differences in their economies. Backward states continue to rely heavily on the agricultural sector, while more advanced states have transitioned towards the secondary and tertiary sectors. For example, in Bihar, agriculture accounts for employment of nearly 70% of the workforce, and around 90% of the population resides in rural areas (Tsujita, Oda, & Pandey, 2010, as cited in IDE-JETRO, 2011). In contrast, in Goa, only 22% of the population depends on agriculture for their livelihood. Although poverty rates have declined since the economic liberalisation reforms initiated in 1991, regional inequality has continued to rise.

The pattern of economic development in India has resulted in a clear bifurcation of states into two distinct groups: high-income and low-income states. High-income states such as Gujarat and Maharashtra have developed as major industrial centres, while Punjab and Haryana remain leading agricultural producers. Tamil Nadu has made significant progress in the manufacturing sector, and Karnataka has emerged as a hub for finance and information technology. On the other hand, low-income states like Uttar Pradesh, Rajasthan, Madhya Pradesh, Bihar, Jharkhand, and Odisha remain predominantly agriculture-dependent. These states face additional challenges such as natural disasters and low contributions to the national Gross Domestic Product (GDP).

The theoretical underpinnings of these disparities can be traced to Simon Kuznets’ "Inverted U" hypothesis. Kuznets (1955) postulated that in a two-sector economy with initially equal sectoral incomes, a gradual shift of the population from one sector to another would lead to an initial increase in income inequality, followed eventually by a decline. This progression, known as the "Inverted U" or Kuznets Curve, suggests that inequality is a transitional feature of economic development.

Additionally, regional economic trends have been examined through the lens of the "convergence hypothesis," rooted in the endogenous growth theories developed by Romer (1990) and Lucas (1988). According to this hypothesis, income disparities between regions are expected to diminish over time, provided they share similar technologies, consumer preferences, and population growth rates. However, more recent theoretical developments and empirical evidence indicate a trend towards increasing divergence in income levels across states, rather than convergence.

India has undergone substantial structural transformation over the decades, evolving from an agrarian economy into one dominated by the service sector. In the 1970s, agriculture was the principal contributor to India’s GDP and the primary source of employment. However, by the 1990s, the services sector had taken the lead, driven by the forces of liberalisation, globalisation, and rapid technological advancement.
Despite economic growth, interstate inequality continues to pose a significant concern for policymakers. Before independence, sharp infrastructural gaps between urban and rural areas contributed to uneven regional development. Post-independence, India’s Five-Year Plans have consistently emphasised the reduction of such disparities, yet they persist to this day.

The present study aims to analyse the economic growth disparities across 28 Indian states by broadly categorising them into high-income and low-income groups based on per capita Net State Domestic Product (NSDP). It further evaluates their relative economic performance across three major sectors—agriculture, industry, and services—in order to identify structural constraints and policy priorities for reducing regional imbalances and promoting more inclusive growth.

2. MATERIAL AND METHODS
2.1 Research Problem
India’s economic trajectory over recent decades has been marked by overall national growth; however, this growth has not been evenly distributed across its states. A persistent and growing disparity in economic performance has emerged between high-income and low-income states. High-income states have advanced at a significantly faster pace, contributing disproportionately to the country’s Gross Domestic Product (GDP), while low-income states have lagged, leading to a shrinking share in national output. This widening economic divide poses serious concerns for regional development, income distribution, and long-term national cohesion.

A case in point is the economic reversal between West Bengal and Karnataka. In 1981, West Bengal’s per capita income was approximately 16% higher than Karnataka’s, suggesting a relatively balanced economic position between the two. However, by 2021, Karnataka’s per capita income had surged to 111% higher than that of West Bengal. This dramatic shift illustrates not only Karnataka’s economic transformation into one of India’s leading high-income states, but also the deepening economic gulf between states, entrenching socio-economic inequalities.

Against this backdrop, the present study seeks to explore the structural and sectoral factors underlying these inter-state disparities. The research intends to generate insights that can inform policy frameworks aimed at promoting balanced regional development. It aspires to shed light on the unique challenges confronting low-income states and to propose evidence-based strategies to narrow the inter-state income divide.
2.2 Objectives of the Study
1. To classify Indian states into low-income and high-income groups based on their Per Capita Net State Domestic Product (Per Capita NSDP) and to evaluate the overall growth performance of these categories.
2. To analyse the sectoral development patterns—in agriculture, industry, and services—of both low-income and high-income states over a defined period.
3. To compare growth rates across sectors and income groups, assessing whether high-income states have experienced faster growth in agriculture, industry, services, and NSDP relative to low-income states.

2.3 Methodology
This study relies entirely on secondary data sourced from a variety of credible sources, including academic articles, peer-reviewed journals, research papers, and official government websites. This data collection serves two main purposes. It provides a comprehensive overview of the research problem and builds a strong theoretical base for analysis. The study uses panel data from 2011–12 to 2023–24. It includes Net State Domestic Product (NSDP) and Per Capita Net State Domestic Product (Per Capita NSDP). These figures are sourced from the Directorate of Economics & Statistics of each state government. To understand sectoral contributions, the study also uses Net Value Added (NVA) data. This covers agriculture, industry, and the service sector. The NVA data is taken from the RBI Handbook on Indian States, a widely respected source. This comprehensive dataset forms the strong foundation for the subsequent analysis, enabling rigorous statistical inferences through the application of appropriate statistical techniques such as Descriptive statistics and Regression analysis.

2.4 Hypotheses of the Study
1. H₁: There is a statistically significant difference in the growth rate of per capita Net State Domestic Product (NSDP) between low-income and high-income states in India.
2. H₂: There is a statistically significant difference in agricultural sector growth rates between low-income and high-income states.
3. H₃: There is a statistically significant difference in industrial sector growth rates between low-income and high-income states.
4. H₄: There is a statistically significant difference in service sector growth rates between low-income and high-income states.

3. RESULTS AND DISCUSSION
3.1 Classification of Indian States by Income Categories
Table 1 illustrates the average per capita Net State Domestic Product (NSDP) across all 28 Indian states, calculated at constant prices with 2011–12 as the base year. This indicator represents the average income generated per person within a state during a given period, offering a clear snapshot of regional economic performance. It serves as a critical tool for assessing income disparities and enables the classification of states into higher-income and lower-income groups, based on whether their per capita NSDP exceeds or falls below the national average benchmark of ₹1,15,512. This classification underpins the subsequent analysis of sectoral growth patterns and regional development trajectories across India.



Table 1. Per Capita NSDP at Constant Prices (Rs) in 2022-23

	Low-Income States
	High-Income States

	Bihar
	29909
	Punjab
	123874

	Uttar Pradesh
	47808
	Andhra Pradesh 
	126690

	Manipur
	60204
	Mizoram
	140016

	Jharkhand
	60938
	Uttarakhand
	149547

	Madhya Pradesh
	63379
	Himachal Pradesh
	151124

	Assam
	68813
	Kerala
	152870

	Meghalaya
	69997
	Maharashtra
	153664

	West Bengal
	74334
	Tamil Nadu
	166590

	Nagaland
	76462
	Telangana
	169354

	Rajasthan
	84935
	Haryana
	173973

	Chhattisgarh
	87838
	Karnataka
	175895

	Odisha
	90172
	Gujarat
	181963

	Tripura
	91455
	Sikkim
	273145

	Arunachal Pradesh
	102870
	Goa
	295114


	
Source: Reserve Bank of India (2024). Handbook of statistics on Indian states.

As shown in Table 1, states such as Maharashtra, Tamil Nadu, Gujarat, Karnataka, and Haryana are classified as higher-income states, largely due to their robust industrial and service sectors. In contrast, states like Bihar, Uttar Pradesh, Jharkhand, Madhya Pradesh, and Odisha are categorised as lower-income, often characterised by limited industrial development and a greater reliance on agriculture. The stark contrast in income levels underscores the persistent economic disparities among Indian states, which are closely intertwined with broader socio-economic indicators such as poverty, education, and healthcare. This classification is essential for analysing sectoral growth patterns and assessing the regional impact of economic policies across India’s diverse and uneven economic landscape.

3.2 Sector-wise Performance of State Categories
India’s economic landscape is characterised by significant regional disparities, which are prominently reflected in the varying levels of income across states. To better understand these developmental differences, Indian states can be broadly classified into high-income and low-income categories based on indicators such as per capita Net State Domestic Product (NSDP). This classification provides a useful analytical lens to examine sector-wise economic performance across the three major sectors—agriculture, industry, and services—which are central to structural transformation as outlined in Lewis’s Dual Sector Model and Kuznets’ theory of structural change (Lewis 1954 & Kuznets 1973). 
This section explores the sector-wise growth performance of states within these two income categories, drawing on empirical patterns and theoretical insights. According to structural transformation theory, economic development typically involves a gradual shift from a primarily agrarian base to increased industrialisation and, eventually, a services-led economy. High-income states such as Maharashtra, Tamil Nadu, and Gujarat exemplify this trajectory, showing robust growth in industrial and service sectors, reflecting both higher levels of urbanisation and better integration with global value chains. In contrast, low-income states like Bihar, Uttar Pradesh, and Odisha tend to lag behind, often remaining dependent on agriculture, which aligns with the vicious cycle of poverty model and the low-level equilibrium trap described in development economics.
By comparing trends in sectoral growth across these state categories, the structural characteristics and divergent development trajectories of high- and low-income states are examined. The analysis also reflects cumulative causation theory, where more developed states benefit from increasing returns and better infrastructure, reinforcing their growth advantages, while underdeveloped regions struggle to catch up (Myrdal, 1957).
Ultimately, this examination provides key insights into the regional economic dynamics shaping India’s growth process. In addition, this highlights the urgent need for targeted, inclusive policy interventions. By understanding the sectoral strengths and constraints of different state groups, policymakers can formulate more balanced strategies for regional development, reduce inter-state disparities, and promote equitable economic transformation across the country (Nurkse, 1953 & Nelson, 1956).
3.3 Agricultural Growth Rates of Higher and Lower Income States
The agricultural sector remains a vital component of India's economy, particularly for rural livelihoods and food security. However, the performance of agriculture varies considerably across states, reflecting broader regional and income disparities. Interestingly, recent trends indicate that lower-income states have achieved higher rates of agricultural growth compared to higher-income states. While wealthier states have gradually transitioned towards industrial and service-oriented economies, agriculture has retained a central role in the economic structure of poorer states, driving more focused policy attention and resource allocation in that sector. This divergence offers important insights into the development trajectory of Indian states and calls for a closer examination of the factors influencing agricultural performance across different income groups. Table 2 illustrates the agricultural sector growth performance of high- and low-income states. 

Table 2. Agricultural Growth Rates of Higher and Lower Income States
	Category of states
	Mean (%)
	Median (%)
	variance
	Standard deviation

	Lower-income states
	3.43

	2.29

	239.57
	15.48


	Higher-income states
	1.74

	0.90

	148.26

	12.18


Source: RBI Handbook of Statistics (2024); State Directorates of Economics & Statistics.
Table 2 presents a statistical comparison of agricultural growth rates between higher- and lower-income states in India, using four key measures: mean, median, variance, and standard deviation. The mean agricultural growth rate for lower-income states is 3.43%, which is significantly higher than the 1.74% observed in higher-income states.  Additionally, the median growth rate, which represents the middle value in the distribution, is also higher for lower-income states (2.29%) compared to higher-income states (0.90%). This reinforces the finding that lower-income states generally perform better in terms of agricultural growth. The variance and standard deviation are both higher for lower-income states (239.57 and 15.48, respectively) than for higher-income states (148.26 and 12.18, respectively). This suggests that while lower-income states show higher agricultural growth, their performance is more inconsistent, with greater fluctuations across states or over time. In contrast, higher-income states exhibit less variability, albeit at lower growth levels.
Agricultural growth patterns across Indian states reveal a surprising and insightful trend: lower-income states have often recorded stronger growth in agriculture compared to higher-income states. This observation challenges the traditional expectation that wealthier regions, with better infrastructure and resources, would lead in all sectors, including agriculture. In reality, high-income states such as Maharashtra, Gujarat, and Tamil Nadu have shifted their economic focus towards industry and services, in line with the structural transformation theory (Kuznets, 1955), which explains how economies transition from agriculture to more productive sectors as they develop. As a result, agriculture in these states has witnessed relatively slower growth.
On the other hand, many lower-income states like Bihar, Odisha, and Madhya Pradesh—where agriculture remains a central source of livelihood—have demonstrated higher agricultural growth rates in recent years. This trend can be explained using Lewis’s Dual Sector Model (Lewis, 1954), which highlights how underdeveloped economies with surplus labour in agriculture can achieve substantial gains through improved productivity and institutional support. Government schemes, rural employment programs, and investment in irrigation and technology have helped these states leverage their agricultural potential.
Moreover, this pattern reflects the principle of conditional convergence (Barro & Sala-i-Martin, 1992), which suggests that poorer regions can grow faster if they adopt the right policies and institutions. In this context, agricultural growth has become a critical driver for economic upliftment in lower-income states, helping them narrow the development gap with more industrialised regions. Understanding this divergence is key to formulating targeted agricultural and regional development policies in India.
Additionally, this higher growth in agriculture may also reflect the focused policy interventions and increased public investment in rural and agricultural development, particularly in less-developed regions. Government schemes such as PM-KISAN, Rashtriya Krishi Vikas Yojana (RKVY), and soil health and irrigation programs might have contributed to enhanced agricultural performance in these states. However, it is also important to consider structural differences—higher-income states may have a more diversified economic base, with a greater emphasis on industry and services, which could explain their relatively slower agricultural growth.
3.4 Industrial Growth: Difference between Low-Income and High-Income States
The industrial sector is a critical driver of economic development, contributing to employment generation, productivity enhancement, and a substantial share of the Gross State Domestic Product (GSDP). In the context of India’s widening regional disparities, analysing industrial sector performance across high-income and low-income states provides important insights into structural challenges and the effectiveness of policy interventions. This section presents descriptive statistics on the growth rate of Net Value Added (NVA) by industry across Indian states, grouped by income level, for the period 2011–12 to 2023–24. The data, measured at constant 2011–12 prices, reveals marked variations in industrial growth, reflecting broader trends of regional economic divergence. These disparities are closely associated with variations in physical infrastructure, quality of governance, investment climate, and access to capital and skilled labour (Chakravarty & Mitra, 2009; World Bank, 2024). Table 3 provides a comparative view of industrial growth patterns across higher- and lower-income states.


Table 3. Industrial Growth Rates of Higher and Lower Income States

	Category of states
	Mean (%)
	Median (%)
	variance
	Standard deviation

	Lower-income states
	5.99

	5.87

	190.56

	13.80


	Higher-income states
	6.11

	6.84

	112.08

	10.59



Source: Source: RBI Handbook of Statistics (2024); State Directorates of Economics & Statistics.

Table 3 presents the descriptive statistics of industrial growth rates—measured in terms of Net Value Added (NVA) at constant 2011–12 prices—for lower and higher income Indian states over the period 2011–12 to 2023–24. The data, compiled from RBI (2024) and state-level Directorate of Economics and Statistics, highlights both central tendencies and dispersion measures across income-based categories.

The mean industrial growth rate is slightly higher in higher-income states (6.11%) compared to lower-income states (5.99%). However, the median growth rate of higher-income states (6.84%) significantly exceeds that of lower-income states (5.87%), suggesting that a few states with slower growth may be dragging down the average among high-income states. This reflects the notion of convergence failure, where poorer regions do not necessarily catch up with wealthier ones in industrial development, despite overall national growth (Barro & Sala-i-Martin, 1992). 

The variance (190.56) and standard deviation (13.80) of lower-income states are substantially higher than those of higher-income states (variance: 112.08; SD: 10.59). This indicates that industrial growth is more volatile and uneven in lower-income states. According to structuralist perspectives (Hirschman, 1958), such disparities may arise due to uneven access to infrastructure, capital, skilled labour, and institutional support, which are often concentrated in economically advanced regions.

Moreover, empirical evidence supports this heterogeneity. Empirical studies underscore this heterogeneity. For example, Singh (2018) documents that fluctuations in per capita NSDP growth in lagging states like Bihar are significantly larger compared to more industrially advanced states such as Kerala, indicating unstable industrial trajectories. Conversely, states like Gujarat and Tamil Nadu maintain relatively stable growth due to industrial clusters, favourable policies, and better governance structures (Mukherji, 2013).

[bookmark: _Hlk204253886]The findings from this table underscore persistent interstate disparities in industrial performance. They highlight the need for region-specific industrial policies tailored to local conditions, as advocated in the Balanced Regional Development theory (Myrdal, 1957). Targeted infrastructure development, fiscal incentives, and skill enhancement programs in lower-income states could help reduce volatility and stimulate sustained industrial growth.

3.5 Service Sector Growth: Difference between Low-Income and High-Income States
Accounting for over 50% of India’s Gross Domestic Product (GDP), the services sector has emerged as the primary engine of national economic growth, contributing significantly to urbanisation, employment generation, and technological advancement (Ministry of Finance, 2023; World Bank, 2024). However, this growth has been markedly uneven across Indian states. Between 2011–12 and 2023–24, variations in the growth of Net Value Added (NVA) in the services sector—measured at constant 2011–12 prices—have exposed underlying structural disparities related to governance efficiency, quality of human capital, digital infrastructure penetration, and the level of urban development (Anand & Thampi, 2021; IMF, 2024). These inter-state disparities call into question whether the services sector is fostering regional convergence or instead deepening existing inequalities. Table 4 presents descriptive statistics that highlight the divergence in services sector growth across states classified by income levels.

Table 4. Service Sector Growth Rates of Higher and Lower Income States

	Category of States 
	Mean (%)
	Median (%)
	Variance
	Std. Deviation

	lower-income states 
	5.27
	6.97
	111.10
	10.54

	Higher-income states
	6.60
	7.43
	38.92
	6.24


Source: RBI Handbook of Statistics (2024); State Directorates of Economics & Statistics.

Table 4 presents the descriptive statistics on the growth rate of Net Value Added (NVA) in the service sector across lower- and higher-income Indian states from 2011–12 to 2023–24, measured at constant 2011–12 prices. The data reveals clear differences in the magnitude and consistency of service sector growth across the two income groups, offering important insights into regional development dynamics.

The mean service sector growth rate in higher-income states stands at 6.60%, which is substantially higher than the 5.27% recorded in lower-income states. Similarly, the median growth is also higher in the richer states (7.43%) compared to the poorer ones (6.97%). This confirms the observation that service sector expansion is more prominent in states with higher per capita income, aligning with the theory of structural transformation, which suggests that economies tend to shift from agriculture to industry and subsequently to services as they develop (Kuznets, 1971).

This trend also reflects the “services-led growth” hypothesis, where services—not industry—have become the primary engine of growth in developing economies like India (Gordon & Gupta, 2004). In states such as Maharashtra, Karnataka, and Tamil Nadu, the presence of well-established urban centres, IT hubs, financial institutions, and higher educational infrastructure has enabled sustained growth in high-value services such as IT, finance, and professional services (Mukherji, 2013).

The variance (111.10) and standard deviation (10.54) in lower-income states are significantly higher than those in higher-income states (variance: 38.92; SD: 6.24), indicating that service sector growth is more volatile and uneven among poorer states. This greater instability may be attributed to structural challenges such as inadequate infrastructure, limited technological access, lower levels of education and skills, and overall weaker institutional capacity, all of which hinder the consistent development of the service sector.
The relatively stable, less dispersed service-sector expansion in higher-income states suggests institutional stability and sustained policy support undergirding consistent service-led growth. Empirical research confirms that robust service-sector development in India is strongly linked to advanced levels of urbanisation, literacy, internet access, and entrepreneurial ecosystems—factors which are significantly more developed in richer states (Bajar & Rajeev, 2016).

[bookmark: _Hlk204253906]The data reinforces the need for targeted regional service sector policies aimed at reducing disparities. Initiatives such as digital infrastructure development, skill training, urban planning, and investment in health and education can help poorer states better leverage the potential of service-led growth. As Myrdal’s (1957) cumulative causation theory suggests, without proactive interventions, economic advantages will continue to accumulate in already developed regions, widening the gap.

3.6 Sectoral Contribution to NDP Growth in Low-Income States
This section employs regression analysis to examine the relative contributions of agriculture, industry, and services to the growth of Net Domestic Product (NDP) in lower-income Indian states. The objective is to identify the primary sector driving economic performance within this income category. In the analysis, the growth rates of Net Sectoral Value Added (NSVA) from agriculture, industry, and services serve as the independent variables, while the growth rate of NDP functions as the dependent variable. To maintain analytical clarity and ensure contextual relevance, the focus is restricted exclusively to lower-income states, deliberately excluding higher-income states. This approach allows for a more nuanced understanding of sectoral dynamics and their influence on economic growth within the lower-income group.
Table 5. Sectoral Impact on Net Domestic Product Growth in Low-Income States: Regression Coefficient Estimates
	Model
	Unstandardized Coefficients
	
Standardized 
Coefficients
	t
	p

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	2.545
	1.334
	 
	1.908
	.098

	Agricultural growth rate 
	-.037
	.183
	-.045
	-.203
	.845

	 Industry growth rate 
	.409
	.151
	.619
	2.713
	.030

	 Service growth rate 
	.196
	.115
	.392
	1.705
	.132

	Adjusted R Square: 0.532 and Std. Error of the Estimate: 3.07


Table 5 presents the results of a multiple linear regression analysis conducted to examine how the growth rates of the agriculture, industry, and service sectors affect the Net Domestic Product (NDP) growth in lower-income Indian states.
· The constant value (B = 2.545) represents the estimated NDP growth rate when all sectoral growth rates are zero. Although this is not directly meaningful in practice, it serves as the baseline of the regression model. It is not statistically significant (p = .098), as the p-value exceeds the common threshold of 0.05.
· The coefficient for agriculture is -.037, (p= .845), indicating no significant relationship between agricultural growth and NDP growth in lower-income states. The negative sign suggests a very slight inverse relationship, but this is statistically insignificant and could be due to random variation.
· The industry growth rate shows a positive and statistically significant effect on NDP growth, with a coefficient of 0.409 (p = .030). The standardised beta coefficient (0.619) indicates that among the three sectors, industry has the strongest influence on NDP growth in lower-income states. A one-per cent increase in industry growth rate is associated with a 0.409 percentage point increase in NDP growth, holding other variables constant.
· The services sector also shows a positive relationship with NDP growth (coefficient = 0.196), but it is not statistically significant (p = .132). The beta value of 0.392 suggests a moderate influence, though not strong enough to be deemed statistically reliable in this sample.
· The Adjusted R² value of 0.532 indicates that approximately 53.2% of the variation in the NDP growth rate of lower-income states is explained by the combined effects of the three independent variables: agricultural, industrial, and service sector growth rates. Given that only industry growth was statistically significant, this relatively high adjusted R² implies that industry is playing a dominant role in explaining the overall variation in NDP growth. A Standard Error of 3.07 suggests that, on average, the model's predictions deviate from the actual values by around 3.07 percentage points. While not extremely high, this error indicates some level of unexplained variability, possibly due to other factors not included in the model, such as government spending, infrastructure, education, or external economic shocks.
[bookmark: _Hlk204253928]In summary, Industry is the only sector with a statistically significant and strong positive impact on NDP growth in lower-income states. Agriculture has no meaningful contribution in this model. Services show a positive trend, but the effect is not statistically significant. This suggests that industrial development is the key driver of economic growth in lower-income states, at least within the time frame and data analysed.

3.7 Sectoral Contribution to NDP Growth in High-Income States
Regression analysis is employed to examine which sector—agriculture, industry, or services—most significantly contributes to the growth rate of Net Domestic Product (NDP) in higher-income Indian states. The objective is to identify the primary growth-driving sector within this income category. The analysis considers only higher-income states, deliberately excluding lower-income states to ensure contextual accuracy and avoid cross-group interference. The independent variables are the growth rates of Net Sectoral Value Added (NSVA) in agriculture, industry, and services, while the dependent variable is the growth rate of NDP. This approach facilitates a focused understanding of sectoral influences on economic performance in more developed regional economies.
Table 6. Sectoral Impact on Net Domestic Product Growth in Higher-Income States: Regression Coefficient Estimates
	Model
	Unstandardized 
Coefficients
	Standardized Coefficients
	t
	p

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	-0.597
	0.341
	 
	-1.753
	0.123

	Agricultural growth 
	0.111
	0.026
	0.215
	4.290
	0.004

	Industry growth rate 
	0.406
	0.055
	0.466
	7.450
	0.000

	Service growth rate 
	0.536
	0.044
	0.684
	12.217
	0.000

	Adjusted R Square: 0.981 and Std. Error of the Estimate: 0.62


Table 6 presents the results of a multiple linear regression analysis that evaluates the impact of sectoral growth—agriculture, industry, and services—on the Net Domestic Product (NDP) growth rate in higher-income Indian states.
· The regression model has an adjusted R2 of 0.981, meaning that 98.1% of the variation in NDP growth is explained by the combined growth rates of the three sectors. The Standard Error of the Estimate is 0.62, indicating a very small average prediction error, which reflects high model accuracy.
· The constant value (B = -0.597) represents the estimated NDP growth when all sectoral growth rates are zero. While this value is not statistically significant (p = .123), it is less important than the individual sector coefficients in this context.
· The coefficient for agricultural growth is 0.111 and statistically significant (p = .004), indicating that a one-unit increase in agricultural growth is associated with a 0.111 percentage point increase in NDP growth. The standardised beta (0.215) shows that agriculture has a modest but significant influence on overall growth in higher-income states.
· The industry growth rate has a coefficient of 0.406 (p= 0.000), indicating a strong positive effect on NDP growth. The beta value of 0.466 suggests that industry has a substantial influence, more than agriculture but less than services.
· The services sector has the largest unstandardized coefficient (0.536) and highest standardised beta (0.684), indicating it is the most influential sector in explaining NDP growth in higher-income states. The effect is also highly significant (p = .000), reinforcing the dominant role of services in driving economic performance in developed regions.
· All three sectors contribute positively and significantly to NDP growth in higher-income states. Services have the strongest influence, followed by industry, and then agriculture. The model explains nearly all the variation (98.1%) in NDP growth, suggesting that sectoral performance is a key determinant of economic growth in wealthier states.
[bookmark: _Hlk204253983]3.8 Comparative Analysis of Sectoral Contributions to NDP in Low- and High-Income States
Regression analyses reveal striking differences in the sectoral drivers of Net Domestic Product (NDP) growth between lower- and higher-income Indian states, reflecting distinct stages of economic development and structural transformation.

3.8.1 Agriculture
· In lower-income states, agriculture's contribution to NDP growth is statistically insignificant (β = -0.045, p = .845), indicating a minimal or even negative role in driving economic growth.
· In contrast, in higher-income states, agriculture shows a significant and positive, though modest impact (β = 0.215, p = .004), suggesting a supportive role despite its declining share in the economy.
· These results provide support for Hypothesis H2.
This divergence aligns with Kuznets' theory of structural transformation, which posits that as economies grow, the share of agriculture declines in favour of industry and services (Kuznets, 1971). In poorer Indian states, agriculture remains largely subsistence-based, with low productivity, limited crop diversification, and weak market linkages that restrict its contribution to economic growth. In contrast, wealthier states have leveraged better infrastructure, irrigation systems, and access to technology to modernise agriculture and enhance its economic role (Kannan & Pohit, 2021).

3.8.2 Industry
· In low-income states, industry is the most significant driver of NDP growth (β = 0.619, p = .030), highlighting the importance of industrial development in transitioning from agrarian to semi-industrial economies.
· In high-income states, industry also contributes strongly (β = 0.466, p < 0.001), but its role is relatively less dominant than services.
· These results lend support to Hypothesis H3..
This supports Hirschman’s linkages theory (1958), which argues that industry has strong backward and forward linkages, making it critical in the early stages of development. In lower-income regions, strengthening industrial capacity is vital for catalysing broader economic growth and reducing unemployment.

3.8.3 Services
· The service sector in low-income states, while showing a positive effect, is not statistically significant (β = 0.392, p = 0.132), reflecting the underdevelopment of modern services due to poor infrastructure, low human capital, and limited digital access.
· In high-income states, services are the dominant contributor to NDP growth (β = 0.684, p < 0.001), highlighting a mature, service-led growth pattern.
· The results provide support for Hypothesis H4
This confirms the “services-led growth hypothesis” for advanced regions (Gordon & Gupta, 2004), where high-value services like IT, finance, and communications drive growth, supported by urbanisation, skilled labour, and technology.

4. CONCLUSION
This study highlights the deepening economic divide between India’s high- and low-income states, driven by differential sectoral contributions to NDP growth. Regression analysis demonstrates that industry is the only sector with a statistically significant and strong positive impact on NDP growth in lower-income states, underlining its importance as a vehicle for structural transformation. Agriculture plays a negligible or even negative role in these regions, constrained by low productivity and subsistence-level practices. The services sector, though showing a positive trend, lacks statistical significance, pointing to an underdeveloped service ecosystem in poorer states.
In contrast, high-income states exhibit a more advanced growth structure, with services emerging as the dominant sector, supported by robust industry and a moderately contributing agriculture sector. These patterns reflect distinct stages of development, confirming theoretical expectations from Kuznets (1971) on sectoral transition, Hirschman (1958) on industrial linkages, and Myrdal (1957) on the cumulative advantages that favour developed regions.
The findings underscore the necessity for targeted, state-specific policy interventions. For low-income states, industrial promotion through infrastructure development, fiscal incentives, and skill training must be prioritised. Simultaneously, service sector capacity must be enhanced through investments in education, health, and digital infrastructure. Without such measures, economic growth will continue to be concentrated in already-developed regions, exacerbating regional inequalities and undermining long-term national cohesion. Therefore, this study advocates for a balanced regional development approach, grounded in empirical evidence and aligned with inclusive growth strategies.
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