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Abstract— The state of Bihar, while historically rich 

and culturally significant, continues to struggle with 

industrial development and economic modernization. 

Despite various governmental initiatives aimed at 

promoting growth across the state, industrial and 

infrastructural development projects have been 

disproportionately concentrated in Tier A cities such as 

Patna, Gaya, and Muzaffarpur. This research 

investigates the underlying reasons for this spatial 

concentration by examining state policy frameworks, 

infrastructure availability, institutional capacity, and 

socio-economic factors. Using a mixed-method 

approach involving policy review, case studies, and 

infrastructure data analysis, the study identifies key 

drivers such as better connectivity, availability of skilled 

labor, historical precedence, and favorable investment 

climates in Tier A cities. The findings suggest that 

unless deliberate efforts are made to decentralize 

development and build capacity in Tier B and C cities, 

Bihar risks deepening regional disparities and limiting 

its inclusive growth potential. The paper concludes with 

policy recommendations to promote balanced industrial 

distribution and equitable economic opportunities 

throughout the state. 

Index Terms—Development initiatives, Industrial 

development, Infrastructure, Skilled labour, Tier A 

cities, Bihar, Economic growth. 

I. INTRODUCTION 

Bihar, located in eastern India, is one of the country's 

most populous and historically significant states. 

However, in terms of industrialization and economic 

development, it continues to lag behind many of its 

counterparts. In recent years, the state government 

has launched a series of policies and incentives aimed 

at boosting industrial activity and attracting 

investment. Despite these efforts, there is a 

conspicuous pattern: the majority of development 

projects and industrial establishments are 

concentrated in a select few Tier A cities, primarily 

Patna, Gaya, and Muzaffarpur. These urban centers 

are becoming economic hubs while the rest of the 

state—particularly rural and Tier B/C areas—remains 

underdeveloped. 

 This spatial disparity in development raises 

critical questions about the structural, political, and 

economic dynamics that favor Tier A cities over 

others. According to Bihar’s Industrial Investment 

Promotion Policy (2016), over Rs.1.8 lakh crore 

worth of MoUs have been signed, but a large 

percentage of proposed projects are localized around 

well-developed cities (Government of Bihar, 2016). 

The reasons for this include access to infrastructure, 

skilled workforce, better connectivity, and the 

presence of established institutions. Patna, for 

instance, benefits from a dense network of roads, rail, 

and upcoming mega infrastructure projects like the 

Bihta airport and Ganga expressway bridge, making 

it a natural magnet for both domestic and foreign 

investors.  

 This paper seeks to explore and analyze why 

industrial development in Bihar is disproportionately 

focused on Tier A cities. It aims to understand the 

role of infrastructure, state policies, governance 

structures, and investor preferences in shaping this 

pattern. Furthermore, the research addresses the 

consequences of this imbalance, particularly how it 

affects the socio-economic equity and long-term 

development of the state. By offering a 

comprehensive review and a set of actionable 

recommendations, the paper intends to contribute 

meaningfully to policy discussions surrounding 

equitable industrial growth in Bihar. 

II. LITERATURE REVIEW 

Industrial development and the concentration of 

industries in select urban centers is a widely studied 

phenomenon in economic geography and regional 

planning. The theory of agglomeration economies 

(Marshall, 1890; Krugman, 1991) suggests that 
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industries tend to cluster in specific regions due to 

benefits like shared infrastructure, labor market 

pooling, and knowledge spillovers. These clusters 

reduce costs and increase productivity, creating self-

reinforcing cycles that attract more investment and 

skilled labor.  

 Empirical studies across India have 

highlighted how metropolitan and Tier A cities 

disproportionately attract development projects. For 

example, Chandrasekhar and Ghosh (2019) showed 

that urban centers with established infrastructure and 

governance mechanisms enjoy faster industrial 

growth compared to smaller towns and rural areas. 

Similarly, Sen and Das (2020) found that 

infrastructural deficits, weak institutional 

frameworks, and limited human capital impede 

industrial expansion in Tier B and C cities, 

reinforcing urban primacy.  

 In Bihar’s context, scholars have pointed to 

multiple factors influencing industrial location 

patterns. Kumar (2018) emphasized Bihar’s historical 

neglect in infrastructure development and the 

centralization of resources in Patna as key drivers of 

regional disparities. Similarly, Singh and Verma 

(2021) analyzed the state’s policy environment and 

noted that although Bihar’s Industrial Investment 

Promotion Policy (2016) offers incentives for 

decentralized growth, implementation remains 

skewed toward cities with existing capacities.  

 Research by Ranjan (2022) highlights the 

role of connectivity and logistical advantages in 

industrial site selection. The proximity of dry ports, 

highways, and rail corridors significantly influences 

where industries locate. Since Bihar’s Tier A cities 

possess better connectivity due to projects like the 

Ganga expressway and dry ports at Bihta, they 

naturally become preferred industrial hubs.  

 Furthermore, socio-economic factors such as 

literacy rates, urbanization levels, and labor market 

skills also play a vital role. According to the 2011 

Census, Patna district has a literacy rate of 70.68%, 

substantially higher than many other districts in Bihar 

(Census of India, 2011). This higher literacy and the 

presence of educational institutions (IIM Patna, 

NIELIT) contribute to a skilled workforce pool, 

attracting knowledge-based industries and IT parks 

(Government of Bihar, 2023).  

 Despite these findings, literature also 

acknowledges gaps in promoting equitable growth. 

Many studies call for improved policy mechanisms to 

decentralize industrial development, strengthen local 

institutions, and invest in infrastructure across Tier B 

and C cities to mitigate the urban-rural divide 

(Sharma & Raj, 2021; Bhattacharya, 2020).  

 This review highlights that while theories of 

agglomeration and infrastructure explain much of the 

concentration in Tier A cities, Bihar’s unique 

governance and socio-economic conditions amplify 

these tendencies. This research will build on these 

foundations by analyzing state policies, infrastructure 

investments, and case studies to provide a deeper 

understanding of the issue. 

III. RESEARCH METHODOLOGY 

This study employs a mixed-methods approach, 

combining qualitative policy analysis with 

quantitative data review and case study examination 

to investigate why development projects and 

industries concentrate in Tier A cities of Bihar.  

 

(i) Policy Review  

An in-depth analysis of key government documents, 

including Bihar’s Industrial Investment Promotion 

Policy (2016), sectoral policies (textiles, IT, 

pharmaceuticals), and recent infrastructure project 

reports, was conducted to understand official 

priorities, incentives, and governance mechanisms 

influencing industrial location decisions.  

 

(ii) Quantitative Data Analysis  

Data on industrial investments, such as 

Memorandums of Understanding (MoUs) signed, 

factory proposals, and government loan 

disbursements under schemes like PMFME, were 

sourced from Bihar’s Department of Industries and 

Economic Surveys (2020–2024). These datasets were 

analyzed to quantify the spatial distribution of 

industrial projects across districts and city tiers, 

highlighting concentration trends.  

 

(iii) Case Studies  

Selected case studies of Tier A cities—Patna, Gaya, 

and Muzaffarpur—were examined in detail to 

illustrate how infrastructural assets, institutional 

arrangements, and policy implementations create 

favorable environments for industrial growth. These 

were supplemented with secondary data from 
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government reports, news articles, and industry 

publications.  

 

(iv) Limitations  

While the study relies heavily on official records and 

published data, it acknowledges potential gaps due to 

incomplete reporting or delays in data updates, 

particularly concerning ongoing projects. 

Furthermore, the absence of extensive primary field 

research restricts insights into informal institutional 

dynamics at the grassroots level. 

This mixed methodology allows a 

comprehensive exploration of both macro-level 

policy frameworks and micro-level city-specific 

factors shaping Bihar’s industrial geography. 

IV. FINDINGS AND ANALYSIS 

(i) Infrastructure and Connectivity  

 One of the primary reasons Tier A cities 

such as Patna, Gaya, and Muzaffarpur attract 

development projects is their superior infrastructure 

and connectivity compared to other parts of Bihar. 

Patna, the state capital, benefits from a well-

established network of roads, railways, and an 

expanding air connectivity framework. The recent 

construction of a six-lane bridge over the Ganges has 

enhanced inter-regional connectivity, facilitating 

smoother transport of goods and labor (Government 

of Bihar, 2023). Furthermore, the inauguration of the 

dry port and airport facilities in Bihta has positioned 

Patna as a significant logistics hub, attracting 

industries that rely on efficient supply chains 

(Ranjan, 2022).  

 Gaya, recognized for its Integrated 

Manufacturing Cluster (IMC) of 1,670 acres, is 

strategically placed near freight corridors and has 

recently received environmental clearance, enabling 

further industrial development (Singh & Verma, 

2021). Muzaffarpur, a major agro-based industrial 

center, benefits from established agro-processing 

units and proximity to key transport routes.  

 This concentration of infrastructure reduces 

operational costs and logistical uncertainties for 

industries, making Tier A cities more attractive for 

investment and large-scale development projects.  

 

(ii) Policy and Institutional Bias  

 Despite Bihar’s Industrial Investment 

Promotion Policy (2016) promoting industrial 

decentralization, implementation has favored Tier A 

cities where institutional capacities are stronger. The 

Bihar Industrial Area Development Authority 

(BIADA) operates primarily in these urban centers, 

providing plug-and-play industrial estates, tax 

incentives such as stamp duty waivers, and expedited 

single-window clearances (Bhattacharya, 2020).  

 This institutional focus stems from the 

existing administrative and governance infrastructure, 

enabling faster project approvals and smoother 

investor interactions. Tier B and C cities often lack 

such capacity, leading to delays and discouragement 

among potential investors. Moreover, urban areas 

possess better access to financial institutions 

facilitating loans and credit schemes like PMFME for 

micro and small enterprises, further incentivizing 

industrial activity in these locations (Sharma & Raj, 

2021).  

 

(iii) Economic Forces and Skilled Workforce 

Availability  

 The availability of a skilled and semi-skilled 

labor force is critical in determining industrial 

location. Tier A cities in Bihar have higher literacy 

rates and educational institutions that produce a 

workforce suitable for both traditional manufacturing 

and emerging sectors like IT and electronics (Census 

of India, 2011).  

 Patna hosts institutions such as the Indian 

Institute of Management (IIM) and the National 

Institute of Electronics & Information Technology 

(NIELIT), fostering a talent pool that supports the 

growth of IT parks and knowledge-based industries. 

These human capital advantages create a self-

reinforcing cycle where industries prefer locations 

with an available, trainable workforce (Kumar, 

2018).  

 

(iv) Resource and Logistics Advantage  

 Proximity to raw materials, export facilities, 

and supply chain infrastructure further consolidates 

industrial activity in Tier A cities. For instance, 

Hajipur is known for its pharmaceutical clusters, 

while Muzaffarpur specializes in agro-processing, 

such as makhana and litchi products (Chandrasekhar 

& Ghosh, 2019).  

 The presence of dry ports in Bihta and 

improved freight corridors enhance access to national 
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and international markets, reducing transportation 

time and costs. These logistical advantages are 

critical for export-oriented and large-scale industries, 

which prefer locations offering streamlined 

connectivity (Ranjan, 2022).  

 

(v) Urbanization and Market Access  

 Tier A cities provide a concentrated 

consumer base with higher purchasing power, 

enabling industries to access local markets 

efficiently. Patna’s urban population supports 

demand for goods and services, encouraging 

businesses to set up operations to meet consumer 

needs.  

 Urban centers also attract ancillary services 

such as banking, legal support, and marketing 

agencies, which are essential for industrial 

enterprises. The agglomeration of these services in 

Tier A cities creates an enabling ecosystem absent in 

smaller towns and rural areas (Sen & Das, 2020). 

V.  SUMMARY 

The findings reveal that the concentration of 

development projects and industries in Bihar’s Tier A 

cities results from a combination of superior 

infrastructure, institutional advantages, availability of 

skilled labor, logistics benefits, and urban market 

access. Together, these factors create a favorable 

environment for industrial growth that smaller towns 

currently cannot match, perpetuating the uneven 

development pattern in the state.  

 

Case Studies  

1. Patna: The Capital and Economic Hub  

 Patna, as the capital city of Bihar, serves as 

the primary magnet for development projects and 

industries. The city benefits from decades of 

infrastructural investments, including a dense road 

network, rail connectivity, and an expanding airport 

facility at Bihta, just 30 kilometers away. The recent 

launch of the Patna Metro project is expected to 

further enhance urban mobility, making the city more 

attractive for businesses (Government of Bihar, 

2023).  

 Patna has successfully attracted large 

multinational corporations such as PepsiCo, 

Britannia, and Tata Consultancy Services (TCS), 

which have set up manufacturing units and IT-

enabled services respectively (Bhattacharya, 2020). 

The presence of educational institutions like the 

Indian Institute of Management (IIM) and National 

Institute of Electronics and Information Technology 

(NIELIT) provides a steady supply of skilled labor, 

supporting knowledge-based industries and startups.  

 Additionally, the Bihar State Industrial 

Development Corporation (BUIDCO) has 

implemented urban infrastructure projects that 

facilitate industrial growth, while the Bihar Industrial 

Area Development Authority (BIADA) manages 

multiple industrial estates offering plug-and-play 

facilities with tax incentives (Singh & Verma, 2021). 

The combination of infrastructure, institutional 

support, and market size makes Patna a focal point 

for industrial investments.  

 

2. Gaya: Emerging Industrial Cluster with 

Strategic Importance  

 Gaya, traditionally known as a religious and 

cultural center, is rapidly emerging as a key industrial 

hub due to the development of its Integrated 

Manufacturing Cluster (IMC). The state government 

has allocated approximately 1,670 acres for this 

industrial park, which recently received 

environmental clearance, paving the way for large-

scale manufacturing and logistics projects 

(Government of Bihar, 2016).  

 Gaya’s proximity to the Eastern Dedicated 

Freight Corridor enhances its logistical appeal, 

enabling efficient movement of goods to other 

industrial zones and export points. The establishment 

of a dedicated management agency for the IMC has 

streamlined project approvals and investor 

engagement, addressing challenges commonly faced 

in other districts (Ranjan, 2022).  

 Furthermore, Gaya benefits from improved 

connectivity via NH83 and rail networks connecting 

it to Patna and neighboring states. The emerging 

industrial base focuses on sectors such as textiles, 

leather processing, and agro-based manufacturing, 

leveraging local resources and labor availability 

(Sharma & Raj, 2021).  

 

3. Hajipur and Bihta: Specialized Industrial Zones 

and Infrastructure Nodes  

 Hajipur, located near Patna, is known for its 

agro-processing industries and pharmaceutical 

clusters, contributing significantly to Bihar’s 

industrial output. The Export Promotion Industrial 
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Park (EPIP) in Hajipur caters to export-oriented 

businesses, providing facilities like bonded 

warehouses and streamlined customs clearances 

(Chandrasekhar & Ghosh, 2019).  

 Bihta, once a small town, has gained 

prominence as an emerging industrial and logistics 

hub with the establishment of a dry port, an 

upcoming international airport, and dedicated 

pharmaceutical zones. These infrastructural projects 

have attracted investments in sectors ranging from 

manufacturing to IT services (Government of Bihar, 

2023).  

 Both Hajipur and Bihta illustrate the success 

of targeted infrastructural development combined 

with sector-specific incentives. They demonstrate 

how proximity to a Tier A city (Patna) amplifies 

industrial opportunities through spillover effects, 

while also highlighting the challenges faced by 

standalone Tier B and C cities. 

 

Summary  

The case studies of Patna, Gaya, and Hajipur/Bihta 

underscore the multifaceted advantages that Tier A 

cities possess in attracting industrial projects and 

development initiatives. Superior infrastructure, 

government support, market access, and skilled labor 

pools collectively contribute to their dominance in 

Bihar’s industrial landscape. These examples 

illustrate the systemic challenges that prevent similar 

growth in less developed urban centers. 

VI. DISCUSSION 

The persistent concentration of development projects 

and industries in Bihar’s Tier A cities reflects a 

complex interplay of infrastructural, institutional, 

economic, and socio-political factors. The findings 

clearly indicate that Tier A cities such as Patna, 

Gaya, and Muzaffarpur possess structural advantages 

that smaller cities and rural areas currently lack, 

creating a reinforcing cycle of urban primacy.  

 

Infrastructure and Connectivity: Tier A cities 

benefit from significant investments in transportation 

networks, logistics hubs, and utility services. Such 

infrastructure not only reduces operational costs but 

also increases the ease of doing business. Projects 

like the Bihta dry port, Patna Metro, and Gaya 

Integrated Manufacturing Cluster demonstrate how 

targeted infrastructural upgrades attract investment. 

In contrast, Tier B and C cities suffer from 

inadequate roads, power supply, and digital 

connectivity, making them less attractive to investors.  

 

Institutional Capacity and Policy Implementation: 

The operational capacity of government bodies such 

as BIADA and BUIDCO is stronger in Tier A cities, 

enabling faster approvals, better investor services, 

and effective enforcement of industrial policies. This 

institutional bias limits the implementation of 

decentralization initiatives aimed at promoting 

equitable industrial distribution. Additionally, access 

to financial institutions and credit schemes is 

concentrated in urban centers, further reinforcing the 

preference for Tier A locations.  

 

Human Capital and Economic Ecosystem: The 

availability of a skilled workforce and a vibrant 

economic ecosystem in Tier A cities fosters a 

conducive environment for industries, especially 

knowledge-intensive sectors like IT and 

pharmaceuticals. Educational institutions, research 

centers, and ancillary service providers cluster in 

these cities, creating positive externalities. Smaller 

cities, with lower literacy rates and fewer higher 

education institutions, face challenges in attracting 

such industries.  
 
Market Access and Urbanization: The urban 

consumer base in Tier A cities provides immediate 

market opportunities for industries, supporting 

diverse business models. Furthermore, urban centers 

serve as nodes for finance, marketing, and logistics 

services that complement industrial activities. This 

agglomeration effect is absent in smaller cities and 

towns, making industrial ventures riskier and less 

profitable there.  

 

Policy Implications: While Bihar’s industrial 

policies formally encourage decentralization and 

inclusive growth, the realities of infrastructure, 

governance, and human capital distribution constrain 

these ambitions. The tendency for investment to flow 

toward Tier A cities risks exacerbating regional 

disparities, potentially leading to socio-economic 

imbalances, migration pressures, and underutilization 

of the state’s wider human and natural resources.  

Overall, the concentration of industrial development 

in Tier A cities is a structural phenomenon driven by 
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a combination of deliberate policy choices, historical 

infrastructure legacies, and market forces. Addressing 

these disparities will require concerted, multi-

dimensional efforts to build capacity and 

infrastructure in Tier B and C cities, thereby enabling 

a more balanced and sustainable industrial growth 

trajectory for Bihar. 

VII. RECOMMENDATION 

To address the concentration of development projects 

and industries in Tier A cities and promote more 

inclusive industrial growth in Bihar, the following 

policy and strategic recommendations are proposed: 

1. Infrastructure Development in Tier B and C 

Cities  

• Targeted Investment: The state 

government should prioritize infrastructure 

investments—such as roads, power supply, 

water, and  digital connectivity—in Tier B 

and C cities. Establishing industrial parks 

with plug-and-play facilities in these areas 

can attract investors by reducing setup and 

operational costs.  

• Logistics Hubs: Develop regional logistics 

centers and improve freight connectivity 

through road and rail links to integrate 

smaller cities into national and international 

supply chains.  

 

2. Strengthening Institutional Capacity  

• Decentralized Governance: Empower 

district and municipal industrial bodies with 

adequate resources and authority to expedite 

project approvals and provide investor 

facilitation services locally.  

• Capacity Building: Conduct training and 

capacity-building programs for local 

government officials to improve efficiency 

in handling industrial projects and 

regulatory compliance.  

 

3. Human Capital Development  

• Skill Development Programs: Collaborate 

with industries and educational institutions 

to design vocational training and skill 

enhancement programs tailored to the 

industrial needs of Tier B and C cities.  

• Educational Infrastructure: Establish 

technical institutes, polytechnics, and 

knowledge centers in smaller cities to 

nurture a local skilled workforce capable of 

supporting diverse industries.  

 

4. Financial Incentives and Support  

• Differentiated Incentives: Provide 

enhanced fiscal incentives such as tax 

breaks, subsidies, and concessional loans 

specifically for industries setting up in Tier 

B and C cities.  

• Access to Credit: Facilitate easier access to 

credit for micro, small, and medium 

enterprises (MSMEs) in less developed 

areas through dedicated financial schemes 

and partnerships with banks.  

 

5. Promoting Sector-Specific Development  

• Cluster Development: Encourage the 

formation of industry clusters in sectors 

aligned with local resource endowments, 

such as agro-processing in rural districts and 

handicrafts in traditional artisan regions.  

• Public-Private Partnerships: Leverage 

PPP models to develop industrial 

infrastructure and services in underserved 

regions, ensuring risk-sharing and 

sustainability. 

 

6. Enhanced Policy Monitoring and Evaluation  

• Data-Driven Planning: Establish robust 

data collection and monitoring mechanisms 

to track industrial project distribution and 

impact across city tiers.  

• Periodic Policy Reviews: Conduct regular 

assessments of industrial policies to identify 

implementation bottlenecks and adapt 

strategies to evolving economic conditions.  

Implementing these recommendations requires 

coordinated efforts between the Bihar state 

government, local bodies, industry associations, and 

civil society. A shift from an urban-centric 

development approach towards a more inclusive and 

balanced model can help Bihar harness its full 

economic potential and reduce regional inequalities. 
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VIII. CONCLUSION 

This study has examined the reasons why 

development projects and industries in Bihar are 

predominantly concentrated in Tier A cities such as 

Patna, Gaya, and Muzaffarpur. The analysis reveals 

that superior infrastructure, stronger institutional 

capacity, availability of skilled labor, logistical 

advantages, and larger urban markets combine to 

create an environment conducive to industrial growth 

in these cities. While state policies advocate for 

decentralized industrial development, the practical 

realities of infrastructure deficits, governance 

challenges, and human capital limitations in Tier B 

and C cities continue to hinder balanced growth.  

 The spatial concentration of industries in 

Tier A cities risks deepening regional inequalities, 

limiting inclusive economic development, and 

prompting migratory pressures on urban centers. To 

overcome these challenges, the state must adopt a 

comprehensive and multi-dimensional approach 

focusing on targeted infrastructure development, 

institutional strengthening, human capital 

enhancement, and incentivization of investments in 

smaller cities.  

 By implementing such strategic 

interventions, Bihar can harness the latent potential 

of its less developed regions, promoting equitable 

growth and ensuring that the benefits of 

industrialization are widely shared. This will not only 

enhance the state's economic resilience but also 

contribute significantly to social cohesion and 

sustainable development. 
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