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THESIS ABSTRACT

Part 1. “Trends in Manufacturing Sector Productivity at the Aggregate (All-India) and State Level (1970-

2003)” (Job market paper)
This paper addresses the debate on trends in productivity growth in India. This debate centers on
the timing of productivity growth changes and economic reforms; some authors find that reform
episodes coincided with acceleration in total factor productivity (TFP) growth, others argue that
TFP growth may have decelerated over the same period.
First, using value of output data, and Divisia deflation techniques using extensive Input-Output
information of the Indian economy, | find that this measure of productivity — total productivity —
shows acceleration in each of the reform episodes (the 1980s and the 1990s), though the overall
growth rate is small. Also, these results are robust to small changes in periodizing reform
episodes.
Secondly, | show that productivity growth estimates using value added tend to be sensitive to
deflation methodology, and to the precise length of time considered to be a “reform period,”
making it difficult to form qualitative judgments about the impact of reforms using total factor
productivity.
Finally, | estimate state-level ‘total productivity’ growth and productivity levels (using the
Divisia-Translog procedure), and find that all states have higher but divergent productivity levels
in 2003 than in 1970, while growth rates have tended to converge in the 1990s, suggesting that
this sector may not have played a key role in balanced regional growth in the last decade.

Part 1. ““Estimating the Effect of Physical Infrastructure on Manufacturing Productivity, Including the
Presence of Spatial Spillovers”
This part attempts to estimate the elasticity of state-wise productivity levels to changes in the
stock of infrastructure. Cross-sectional evidence seems to suggest a significant effect of both
roads and electricity, and panel estimates incorporating state fixed effects also indicate a small
positive effect for both national and state highways, including when infrastructure endowments of
contiguous states are taken into consideration. In addition, the evidence suggests that states with
better healthcare have higher productivity levels. A fuller accounting of the potential spatial
effects (following the procedure developed by Kelejian and Prucha (1998, 1999)) is work in
progress.
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