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Introduction
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driving development outcomes, a change in their boundaries provides us an
oppormanity to evaluate the impact of these shifts on the proviskon of public
goods and distribation of develoganent oulcomes. However, shifiing of state
bonders o creation of new states are very rare. and the cwe of creation of three
new states in India in Novemiber 2000, mmm-‘wum

ments in favor and against
formation of New States
Arguments in favor of new states
1) The ereation of a smaller stite unleashes the suppressed growth

potentials of the hitherto peripheral regions of a large state.
2) Comg ely smaller but compact geographical entitics tend

these t hypotheses. This paper makes an attenpt to i
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per capita income, literacy rate, availability of toilet, hovsmg and clectricity of
the new and the parent state.
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to ensure that there is better democratic governance, as there is
greater awareness among the policy makers about the local needs.
3) Smuller spatial units having linguistic compatibility and
cultural  homogencity also  allow for better management,
implementation and allocation of public resources in provisioning
basic social and cconomic infrastructure services

4) A relatively homogencous smaller state allows for easy
communicability, cnabling marginal social groups to articulate
and raise their voices.

3) smaller states provide gains for the clectorates in terms of
better rep of their | in the d by the
povernment. Smaller states mean key decisions will be taken
closer to the ground. It makes more sense if the decision on key
issues of a dismct in Himalayas (Uttarakhand) is taken in
Dehradun (the capital of the new state) which is 50 km away,
compared to in Lucknow (the capital of the parent state) which is
500 kilometers away,

Arguments against new states

1) Remminiscent of “partition anxiety’, many fear the rise of
regional and linguistic fanaticism as threats to national wiaty snd
integrity, A global surge in cthno-nationalist conflicts srves to
rekindle these fears.

2) Many believe that bigger states ensure cobesion and siabiliy;
however, there are myriad forms of political violence going on
unabated in the big states.

3) Smaller states (like mineral rich Chhattisgarh and Jharkhand)
are often v u-m-d as being much more vulnerable to the pressures
of the cory and multi-nationals due o their small scale
economics and the greed of the newly emergent regional elite

Data: The paperuses data from the three panels of budian Human

uasi rimental Methods

1._Difference-in- Difference approach with
parent states as control

= W + a; + fitreatment; = post, +
£ 8Xnie + Enie

Yhie

Where y, = Indicators of Development like Per capita Income,
literacy, monthly per capita expenditure etc of houschold J in
district § in year 1,

treatment, is a dummy = | if district is in new state, 0 otherwise
e = fixed effeet for cach year, @, =fixed effect for each district
post, = dummy variable, | for years after year 2000 and 0 before,
Xhie = HH level demographic & socio-cconomic control
variables, & £, is the error term

2 Difference-in- Difference approach with
adjacent states as control

Ynie = W +a; + f1+ treatment,; * post;
+f2 * treatmenty; * post, + I §Xpie

+ Eni
= | if the district falls in new state, O oth
treatmenty; = | if the district falls i old state , 0 otherwise

FPanel Regression with District Level Fixed Effects

1) 2 (3
Per-capita
New State * Post -1,781 0.0776°** 0.0986°**
(1,614) [0.0167) [0.0180)
Oid State * Post -6,796*"* 0.0361°"* 00110
(1,004} [0.0104)  (0.0112)
New State -1,309 <0.0808°**-0.0752%**
(1,538) (0.0159)  (0.0172)
Oid State -1,382 0.0182° -0.182%**
{965.8)  (0.00938) (0.0108)
Year = 2012 23,176*** 0.834°** 0.121***
(532.7)  (0.00551) (0.00338)
Constant 539" 0402 055"
(479.9) {0.00536)
Observations 65,534 65,224 65,203
R-squared 0.059 0422 0.102
3. Regression Discontinuity across new
state borders

Yiss = flo * fyNewnis + pXipg *eps

Newngg = 1if the household his in district i that falls in new state §

Results and Conclusions

17 The newly carved out states are faring much better as
compared to their parent states in development indicators like,
per-capita income, availability of toilet an electricity, This
confirms that creation of a smaller state unleashes the suppressed
m-!h potentials of the hitherto peripheral regions of a large

‘I A:- it is possible that the parent slale cannot act as a valid
control, so we compare the d of newly
formed state and parent states wnh nearby states and we find that
the newly formed states did better compared to the adjacent states,
however the parent states did worse. This is possable due to better
governance of the newly formed state as the politicians there
would be more responsive and take key decisions closer to the
ground.

3) Due to carving out of new states from parent state a boundary
line was created that did not exist before and therefore is used as a
point of discontinuity for RDD analysis. It shows that the districts
falling in the new states have done better than their counterparnts
just seross the border. As the state boundary is an artificial
creation, this development can be associated to the better
governance of the newly formed state.

4) Taken together, the findings suggest that political institutions
indeed matter a great deal for cwnumuc development, and greater

control over those i is o plausible means of i g
the welfare of regional ethnic gnnqn
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