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II. Trade and Inequality:  Empirical Findings 
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Table 1: Entropy Estimates at Constant Prices (26 States & Union Territories) 1980-81=100 

 
Year Ey Em Es Eap Erm Eurm Ea Epri 
1981 2.10 9.49 4.24 1.52 32.76 13.25 3.92 18.24 
1982 2.09 8.29 4.17 1.68 26.68 13.33 4.62 18.74 
1983 2.21 7.85 4.36 1.96 25.42 12.05 5.29 18.14 
1984 2.05 7.92 4.21 1.64 25.51 12.81 4.25 17.26 
1985 2.10 7.54 4.01 1.50 22.56 13.99 4.00 18.21 
1986 2.34 8.42 4.47 1.79 25.78 14.04 4.63 17.31 
1987 2.31 9.04 4.34 1.77 28.56 14.20 4.68 16.51 
1988 2.46 7.62 4.18 2.14 21.94 14.39 5.75 16.77 
1989 2.36 7.45 4.12 1.94 21.01 14.60 5.29 15.54 
1990 2.78 7.72 4.28 2.06 21.58 15.11 5.61 17.33 
1991 2.65 8.23 4.22 1.94 24.34 14.33 5.40 15.95 
1992 2.29 8.10 4.99 2.19 23.07 15.72 6.34 13.88 
1993 2.52 9.75 5.27 2.37 27.41 18.41 6.61 16.00 
1994 3.69 10.22 5.76 2.38 27.75 20.40 6.59 15.95 
1995 4.38 9.97 4.77 2.08 25.51 21.98 5.90 16.69 
1996 4.98 10.40 5.24 2.34 26.70 23.16 6.69 16.96 
1997 5.15 11.07 5.12 2.27 28.61 23.67 6.43 15.32 
1998 5.19 9.99 5.38 2.38 25.67 21.90 6.79 15.05 
1999 5.38 10.37 5.70 2.12 27.02 24.23 6.15 12.20 
2000 4.50 10.62 5.93 2.47 25.74 27.25 7.30 12.00 

Source: Barua and Das, Economic Reforms, Regional Inequality and Growth: Policy Analysis (forthcoming) 
   �
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b. Trends in Regional Inequality  
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Table 2:  Inequality Trends 

Inequality Index Average Annual 
Growth Rate 

t-value 

Ey     (1981-2000) 4.69                     5.46 
Ea     (1981-2000) 8.46  18.6 
Epri   (1981-2000) -0.25  -5.76 
Erm   (1981-2000) -0.95 -0.55 
Eurm (1981-2000) 1.66   4.49 
Em    (1981-2000) 1.27  3.77 
Es     (1981-2000) 0.93 2.20 
Einf   (1981-2000)       10.88 7.84 
Eapr (1981-2000)      -1.00 -0.53 
Source: Das and Barua, Economic Reforms, Regional Inequality and Growth: Policy Analysis (forthcoming) 
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Table 3: Non-Linearity Trends, Theil Index of Inequality State Domestic Product and its Components for 26 
States and Union Territories 
 

 Time-period Constant T T 2 T 3 R2 

Ey  1981-2000 0.032472 
(3.859710) 

-0.006703 
(-2.164) 

0.000875 
(2.83) 

-2.51e-05 
(-2.8323) 

0.71 

Ea 
 

1981-2000 4.26006 
(8.21) 

-.0052234 
(-.03) 

-02075 
(0.91) 

-.0007124 
(-1.00) 

0.81 

Epri 
 

1981-2000 20.07879 
(18.08) 

-1.024073 
(-2.29) 

.1010052 
(2.07) 

-.0034548 
(-2.26) 

0.70 

Em  1981-2000 0.102948 
(16.73059) 

-0.010321 
(-4.556) 

0.001167 
(5.157) 

-3.28e-05 
(-5.094) 

0.77 

Erm  1981-2000 34.2374 
(14.8) 

-3.417429 
(-3.67) 

0.3240738 
(3.19) 

-.0086975 
(-2.73) 

0.42 

Eurm  1981-2000 13.13 
(14.93) 

-.19619 
(-1.02) 

.0443814 
(4.97) 

- 0.93 

Es  1981-2000 0.049359 
(10.98897) 

-0.004353 
(-2.632) 

0.000582 
(3.523) 

-1.82e-05 
(-3.861) 

0.61 
 

Eapr  1981-2000 0.019952 
(5.072884) 

-0.002286 
(-1.512) 

0.000375 
(2.374) 

-1.36e-05 
(-2.873) 

0.51 

Einf  1981-2000 0.069311 
(1.063260) 

0.021402 
(0.8917) 

-0.004093 
(-1.708) 

0.000221 
(3.224) 

0.94 

 Notes: Figures in the Parenthesis are t-values 
Source: Barua and Das, Economic Reforms, Regional Inequality and Growth: Policy Analysis (forthcoming)�
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Table 4: Regression Results of Income inequality  

Ey =  Constant  +   Em      +      Ep  +       Ea                    +   Es     

                -2.795                0.7545          -.0836       0.550  -0.528 
  (-0.91)                (3.64)         (-0.74)      (2.19) (-0.83)   

       
R2 = 0.7898  N = 20 
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Table 5: Structural Change Equations (Closed Economy Model)�

Variable Coefficients Std. Err.    z   P > �z � 
Log y -0.515           0.1313 -3.92  0.00 
Log y2 0.0354 0.0083          4.26 0.00 
Log N 0.0455                     0.0818              0.56                  0.578 
Log N2 -0.0016                   0.0026              -0.62      0.537 
Constant 1.694            0.888               1.93          0.054 
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Figure 2 
 

Fitting of linear trend:  Estimated Agricultural Share and Per Capita Income: 
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Figure 3 
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Table 6: Results of the Chenery Sryquin Model with Total Trade /NSDP (tt/nsdp) as Openness variable 
Variable  � Co-efficient         � Standard Error       z                     � P> mod.z         �
Log N� -0.1148578 0.1172995 -0.98 0.327 
(Log N)^2             � 0.003718 0.0036737 1.01 0.312 
Log Y                   � -0.5927923 0.1991868 -2.98 0.003 
(Log Y)^2             � 0.0398124 0.0125301 3.18 0.001 
tt/nsdp                  � 6.851677 2.235855 3.06 0.002 
const.                     3.199081 1.260059 2.54 0.011 
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Table 7: Results of the Chenery Sryquin Model with Total Manufacturing Trade/NSDP (manutrade/nsdp) as the 
openness variable 
 
Variable Co-efficient          Standard Error            z P> mod z       
Log N                   0.8186                   0.14231                       5.75             0.00 
(Log N)^2           -0.03031                 0.00444                      -6.83                0.00 
Log Y 0.5916                   0.11479                      5.15                        0.00 
(Log Y)^2          -0.03788                 0.00734                      -5.16                    0.00 
manutrade/nsdp          0.00125                  0.00005                    24.68                 0.00 
const.                –7.42334                   1.329                         -5.59                       0.00 
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Table 8: Results of the Chenery Sryquin Model with Total Exports/NSDP as the openness variable 
 
Variable Co-efficient          Standard Error            z P> mod z       
Log N                   -0.1248282 0.1150156 -1.09 0.278 
(Log N)^2           0.0040449 0.0036022 1.12 0.261 
Log Y -0.5822759 0.1970682 -2.95 0.003 
(Log Y)^2          0.0392751 0.012383 3.17 0.002 
ex/nsdp           9.348798 2.32807 4.02 0.000 
const.                3.230874 1.239648 2.61 0.009 
�

!����������� ����� 	��	������ ���
��	� �����������	�� ��� ����� �
��	
�C����� ��� 
���
�������
�	���� �	���
�
���� ��� 
��� ��
� �
�
�� �����
��� �	����
�� ��� 
���� ����� ����� 
���
��������� ������
�	� �������
������F�����������
���	���
���
����	���������
���	�� �������
�
������ 
	���� �� �	���%�
�������� ������������ ��� ��� ���	������ ��	� �
��	
� ��	��	�������
������ ��� 
�	�� ������� ��� ���	������� 
����������
�	���� ���	�� ��� 
�����
� �
�
�� �����
���
�	����
���

�
,��� ��� 
���  ����� ��� 
�	��� ��������� �������� 	����
�� ��� 
��� �������
�	����

�	���
�
����� �
� ���� �� ����� 
��
� 
	�������� ������� �� ����������
� 	���� ��� ��
�	����
���� ���
�������
�	������
��
������� ����	����
�� �������� 
��� �����
����� 
	���� �� �	���%�
�������
������� ���� �������
�	���� �	����
���� �	�� ������
��
� ��
�� ��	� �
���
��� 	����
��� ����
�
����	�� 
	����
���	��������
��
��
�
	������ �	���%�
���������	���
�������� ��	�� �����
�
����
	�� ��+������������� 	����
� ����� ����
����	����	���� 
�� 
����	����
��������������
�	���
����������������
��� �����
����
�	���
���������������� ��	������������
����	����
�������	�����
��� ������� ���� ����� ���	����� ��� �������	�7������	�� �	������� 
��� �
�
�� ����������
�����
	����
	� �
������������!�	
��	��������������	�������
�����������	���
��� ��	��� ���
������
��	���
�����
����� ���
����
����
��������
���������������
���
�
��
�	���
������ ��+��	��
	���������
�����	��������
�	�������	���������
��	�������	���	
����
������	��	����	����
����
��� 
���	��� 
���	��������
�	��������������� 
���� 	����
� ��� ��� ����� ���
	� �
���� ���
�������
�	������
��
���	����	��������'�
��
����������
������������
���	���������%�
�������
��	� ����
�� ���������	���� 
��� �
�
��� ���� 
��	���	�� 	����
���� ��� ������� ��������
�����	�
���������	���
���
������������������������
�	������������
���������
����
	��������������
��	
��	������	���� ��
�������������	��	�����������
����;��

�
Table 9: Estimates of Inequality measure on Trade/GDP ratio 
 
Inequality Index Constant TRGDP TRGDP^2 TRGDP^3 R^2 
Income (Ey)  3.1594 

(6.53) 
-0.3259 
(-2.82) 

0.03149 
(4.23) 

-0.00062 
(-4.41) 

0.96 

Manufacturing 
(Em) 

10.17 
(8.74) 

-0.5793 
(-2.08) 

0.0459 
(2.56) 

-0.000877 
(-2.60) 

0.79 

Agriculture (Ea) 1.75687 
(2.05) 

-0.6747 
(3.29 

-0.03279 
(-2.48) 

0.0005297 
(2.13) 

0.81 

C= Constant; TRGDP= Trade/GDP ratio; TRGDP^2 and TRGDP^3 are higher order of Trade/GDP ratio.             
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Notes: 

                                                 
i Rodrik, Dani, “Globalization and Labour, or: if globalization is a bowl of cherries, why are there so many glum face 
around the table?” in R. E. Baldwin et al ed. Market Integration, Regionalism and the Global Economy, Cambridge 
University Press, U.K (1999). 
 
 
ii. Rodrik’s argument is based on the ground that since the advanced countries have already substantially reduced tariffs 
during the previous rounds of negotiations, there is very little scope for further fall in prices due to tariff cuts.   
  
iii While in America globalization has caused decline in real wages for unskilled labour and increase in inequality 
across skill groups, in Europe in contrast real wages at the bottom has gone up but unemployment has increased 
significantly 
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Appendix: Data Sources 

A. 1 NSDP Data:  
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 A. 2 Estimation of State-wise Trade data series:  
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