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This paper examines, empirically and also theoretically the importance of agricultural 

productivity in ensuring sustainability and convergence of growth of the 15 major states of India 

from 1960 to 2010. The objective of the paper is thus threefold.  

First, by applying the non-parametric approach of Classification and Regression Tree Method 

(CART) of Breiman et al. (1984) and Loh (2002), determining endogenously the clusters of 

states having the same growth trajectory. Our study indicates the emergence of three different 

clusters of states, viz., rich, middle and poor for India. The analysis gives information on 1) 

emergence of clusters of states with same growth trajectory 2) sustainability and convergence of 

growth within each cluster.  

Secondly, using the Shapley Decomposition, we have traced the marginal contribution of 

Primary (Agriculture and allied sector), Secondary and Tertiary Sectors for the growth of the 

states in India. It establishes that states that are in the rich cluster have outperformed in 

agriculture productivity growth and marginal contribution of the primary sector is as high as 50 

percent. Moreover, the study also indicates that for a state being in a rich cluster, it cannot 

perform poorly in the agricultural sector. Our research also indicates that many states with 

average or below average performance in secondary or tertiary sector have retained its position 

in the rich cluster only because of its above average performance in the agricultural sector.  

Finally, drawing insights from the above empirical analysis, we have proposed a structural 

macro-model to explain why agriculture is so much important even in the contemporary Indian 

scenario.  

Our theoretical framework shows: sustainability of non-inflationary growth requires 

complementarities between demand and supply-side supports for non-agricultural expansion. We 

invoke the classical issues of wage good constraint and home market and try to explain the 

Indian growth dynamics, as explored above empirically, using these crucial concepts conjointly. 

Thus, we show the role of government and private investments and especially, that of the 

agricultural sector in supporting accumulation in the modern sectors and thereby ensuring a 

sustained growth process.


