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Abstract 
Bihar’s development is central to India’s ambition of Viksit Bharat—to become a developed economy 
by 2047, given that Bihar has the second largest population and remains the poorest state. This paper 
provides a macroeconomic assessment of Bihar’s development trajectory, achievements so far, 
remaining challenges, and reform priorities. Bihar’s development story until the mid-2000s is 
complex—a combination of history, bad luck, and policy failures. This paper traces the reasons for the 
state’s decline under colonial rule and during the post-Independence period, followed by the post-
2005 turnaround associated with a reform-minded government that came to power with the mandate 
to focus on development and governance. We document the positive results under the new 
government yet find that the reforms so far are incomplete to deliver high, inclusive, sustainable, and 
stable growth. The paper then highlights the remaining challenges and identifies six priority areas 
that are fundamental and interconnected to make a big push: education, health, governance and law 
and order, mitigation of recurring floods, private sector development, and women’s empowerment. 
These reforms are essential for raising productivity, accelerating structural transformation, and 
creating high-quality jobs for its young population. Recognising the scale of the required investment, 
the paper assesses Bihar’s public debt dynamics and sustainability and quantifies the fiscal effort 
needed to finance alternative reform scenarios through stronger own-revenue mobilisation, more 
efficient and effective spending, additional support from the central government, and, if needed, 
further borrowing. Bihar’s recent progress, favourable demographics, rising aspirations, natural 
resources, and scope to mobilise its large diaspora provide grounds for optimism, but sustained and 
coordinated reforms are necessary to achieve convergence with other states. and realise its 
development potential. 
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