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ABSTRACT

This paper studies the pattern of growth of the Indian 

manufacturing sector during the period 1975-76 to 1985-86. Forty 

nine major three-digit industry groups are chosen for the 

investigation and their growth rates over the ten years since 

1975-76 are analysed Growth of these industries in the first 

half of the eighties as compared to the second half of the 

seventies is also discussed Performance of the manufacturing 

industries according to the use-based and . the input-based 

classification are also looked into.



GROWTH OF MANUFACTURING INDUSTRIES IN INDIA

1975-76 TO 1985-86 : A DISAGGREGATED STUDY

Introduction

The well-documented phenomenon of industrial deceleration in India since 

the mid-sixties started showing signs of reveral from the mid-seventies.^ The 

rate of growth of manufacturing value-added rose from 3 .6  per cent per annuo 

during the period 1964-65 to 1974-75 to 5.87 per cent per annum during the 

next eleven years, i .e . 1975-76 to 1985-86. Especially in the 1980s, Indian 

industry is believed to have moved up to a higher growth path. Nagaraj (1989) 

has gone as far as to state that the growth of manufacturing industries during 

the period 1980-81 to 1986-87 is "comparable to, if not better than, the 

growth rate achieved during 1959-60 to 1965-66" (p. 1484).

The fact that the mid-seventies was a watershed for Indian industries 

and that the growth rates, both on the aggregate and also for many individual 

industries, picked up considerably is beyond doubt. However, on a close 

scrutiny of the data available , it becomes clear that the extent of the 

revival has been overstressed by some authors.

It is well known that the value-added data as provided by the Annual 

Servey of Industries (ASI) is more reliable than the Index of Industrial
O

Production (IIP) to analyse the growth performance of Indian industries The 

IIP  is known to give an insufficient representation of the manufacturing 

industries because of its limited coverage of firms and the dependence on 

voluntary responses. Also, the change in the base year from 1970-71 to 

1980-81 for the IIP construction has been subject to some criticism In the 

new IIP, 96 new items have been included and 95 old ones dropped, supposedly 

to take into account the changing industrial structure. Chandrasekhar (1988) 

writes, "the higher growth rate that the new index throws up could be because 

of arbitrary changes in the items covered leading to increased value-added per 

unit of physical output in the more rapidly growing industries" (p .2359).



Nagaraj, however, claims that the new IIP is still an underestimation 

although less so than earlier. Hence, the IIP  growth rates, according to him, 

are quite reliable. This view is endorsed by Kelkar and Kumar (1990). To 

prove his contention, Nagaraj points out that the IIP  growth rate for the 

period 1980-81 to 1986-87 is even less than the value-added growth for the 

same period. Therefore, it is asserted that the new IIP  cannot 

be an overestimation.

This line of argunent however, has one major fallacy. This arises from 

the fact that the new National Accounts Statistics (NAS) series for registered

manufacturing value-added, on which Nagaraj depends for his comparison, is

itself an approximation to some extent. For computing the real value-added 

series in the new NAS (Base: 1980-81=100), the normal practice of using AS I 

data for value-added and wholesale price indices (WPI) has been followed 

uptill 1984-85. But for the subsequent years as the ASI was not yet 

available, IIP has been used to estimate the value-added figures. Therefore, 

the comparison of IIP with NAS which itself incorporates IIP for two years, 

is not valid.

It is also reasonable to suspect that the high growth rates in the 

eighties as depicted by the NAS data, is partly the result of such statistical 

approximations. For instance, the value-added of output at current prices in 

1985-86 as estimated by NAS was Rs. 1,25,976 crore whereas the actual value of 

output as quoted in the ASI for the same year was Rs. 1 ,2 0 ,1 5 5  crore. 

Obviously, this discrepancy of Rs. 5,821 crore occurs as a result of using the 

revised IIP  to construct the output series and also the NAS method of

correcting for non-response.

In order to arrive at a more genuine picture, we have computed

value-added growth rates of manufacturing industries using directly the ASI 

data deflated by suitable price indices. This yields an exponential growth 

rate of 6.14 per cent per annum for the period 1980-81 to 1985-86. This is 

less than the rate of 7 .6  per cent per annum achieved during 1959-60 to
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1965-66 (as computed by Ahluwalia, 1985), which is in contrast to Nagaraj s 

result. Manufacturing value-added grew at the rate of 5.87 per cent per annum 

during 1975-76 to 1980-81.

The aggregate growth rates give an overall picture of industrial 

performance. For a detailed analysis, however, it is essential to go into a 

sufficient level of disaggregation so that the nature of industrial 

restructuring and the changing pattern of growth becomes evident. Almost all 

the studies that have dealt with industrial growth since the mid-seventies 

(Ahluwalia, 1987; Alagh, 1988; Chandrasekhar, 1988; Nagaraj, 1989; Kelkar and 

Kumar 1990) or for that matter, even those which investigated into the 

deceleration period, used the data at the two-digit level of National 

Industrial Classification (NIC). In view of the diversified nature of the 

industrial sector and the structural changes that have occured in the recent 

years it is felt that a study at a more disaggregated level is called for. 

This is precisely what this paper attempts to do. The growth rates of the 

major three-digit industry groups of the NIC are looked at. The aim of this 

paper is to study the nature of growth in the manufacturing sector during 

1975-76 to 1985-86

Choice of Time Period and Data Base

The reference period chosen for this study is 1975-76 to 1985-86 in view 

of the fact that symptoms of revival in the Indian industrial sector was first 

observed in 1975-76 after the prolonged stagnation since the mid-sixties. 

Not only did the aggregate manufacturing sector register a higher growth rate 

since 1975-76, most of the two-digit industry groups also grew faster than in 

the previous decade (see Appendix Table A. 1).

To see if the liberalisation measures initiated since the mid-seventies, 

and intensified in the late seventies and early eighties, affected Indian 

industries, the eleven-year period has been broken down into two sub-periods, 

1975-76 to 1980-81 and 1980-81 to 1985-86. It is true that the effects would
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show up only after a lag and in that light, the post-1985 period would provide 

a more interesting case. But, ASI data are at present available only upto 

1985-86 and so our study has to be limited till  then- Besides it Is 

justifiable to assume that the positive effects, if any, of liberalisation 

started in the seventies should have been reflected in terms of higher growth 

rates in the eighties.

The main purpose of this paper is to describe the pattern of growth and 

see whether the pick-up which started in 1975-76 was maintained in the 

eighties- It is also believed that the structural changes which had in fact 

started in the deceleration period became more pronounced in the eighties. A 

look at the first half of this decade therefore would be instructive to 

investigate into this phenomenon more precisely even if  it is agreed that the 

changes in industrial and trade policies in the eighties would not be captured 

in this exercise.

From the three-digit NIC, 49 industry groups each with gross value-added 

of over Rs. 100 crore in 1985-86 have been chosen. The data have been drawn 

from the ASI  ̂ Since we are here interested mainly in the manufacturing 

industries, electricity, gas and steam, water works and supply, storage and 

warehousing and repair services are not included- The 49 industries chosen 

accounted for 84.80 per cent of value-added in the manufacturing sector in 

1985-86.

Gross value-added of each industry is the value of output minus the 

value of input of all factories registered under the Factories Act, 1948, that 

is, factories employing 10 or more workers and using power or those employing 

20 or more workers but not using power. Value of input, as obtained from ASI, 

includes excise and transport costs but value of output does not. Admittedly, 

this may give rise to some bias in the measurement of value-added growth. 

Moreover, WPI includes excise but output figures do not, which is yet another 

source of bias in estimates of growth.
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The gross value-added of the selected manufacturing industries has been 

deflated by the respective price indices.^ As the product classification of 

the WPI series does not match exactly with the industrial classification of 

the ASI, deflation of value-added has been done with the best available price 

ind ices.

Methodology

To compute the growth rates of real value-added during the entire period 

1975-76 to 1985-86, exponential trend lines are fitted by Ordinary Least 

Square (OLS) technique. We estimate the following regression equation:

fn Yu  = a L + b .t + uit

where Y^t is the real value-added of the iĈ  industry at time t and uit is the 

error term. Estimated b^ gives the growth rate of the ifĉ  industry.

For the growth rates in the sub-periods, the single kink model is used, 

following Poirier (1976) as the conventional method of estimating the semi-log 

equation with slope and intercept dummies is subject to errors due to 

fluctuations. ^ For the Indian manufacturing sector, Goldar and Seth (1989) 

found that the dummy method might lead to higher (or lower) growth rates for 

both sub-periods than the entire period. In the kink model, the growth rates 

of the entire period lie in between those of the sub-periods- This is so 

because in this method, the entire series is taken instead of fitting 

piece-wise regression equations and the effects of fluctuations are thereby 

minimised.
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To obtain estimates of growth rates for the periods 1975-76 to 1980-81 

and 1980-81 to 1985-86, we estimate the equation:

Ln Yi(. = ailD1+ai2D2+(b ilD1+bi2D2)t+uit (1 )

where = 1 for 1975-76 to 1980-81,

= 0 otherwise

D2 = 0 for 1975-76 to 1980-81,

= 1 otherwise

The trend line is kinked at 1980-81 (i e. , the 6th year) if b]^b2- 

Thus, we impose the linear restriction that the trend lines depicting the two 

sub-periods intersect at 1980-81 Therefore, we have

ail + bil = ai2 + bi2 <2>

Substituting for a^2 *n equation (1 ), we get:

tn Ylt=a11+bi l (D1t+6D2 )+b12 (D2t-6D2 )+uit: (3)

The 0LS estimates of b ^  and b^2 for equation (3) give the exponential 

growth rates for the two sub-periods of the it'1 industry.

The sub-period growth rates for the 49 manufacturing industries are also 

calculated by the dummy method. Although the two sets of growth rates are 

similar in most industries, the anomaly that Goldar and Seth had commented 

upon is evident in some cases. In industries where the value-added fluctuated 

widely, the sub-period growth rates by the dummy method do not average out to 

the growth of the entire period. Such fluctuating industries are oil and 

vanaspati, petroleum and coal products, n .e .c . fertilisers and pesticides.
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turpentine and synthetic fibres etc., fabricated metal products and heavy 

industrial machinery. The kink method is , therefore, more reliable for our 

purpose.

Pattern of Growth

The growth rates of the 49 manufacturing industries during 1975-76 to 

1985-86 and those in the sub-periods (calculated by the kink method and the 

dummy method) are shown in Table 1- Analysing the growth rates for the ep.cire 

period, it is found that among the 28 industries which grew faster than 

average the trend growth rate was more than 10 per cent per annum in a number 

of industries. These included grain mill products, bidi, spinning and weaving 

of synthetic textiles cement^ radio and television transmitting and receiving 

sets, electronic computers and control instruments, and two-wheelers. On the 

other hand, of the 21 industries which had less than average growth rates, 

many had very low or even negative growth rates. These results clearly bring 

out the wide divergence among industries in regard to their growth 

performance.

It is interesting to note that the leading industries were the typical 

sunrise industries while the sunset industries lagged behind. The phenomenon 

of growth being concentrated in the new industries was, however, not sudden. 

Reorganisation of capital away from the traditional industries started in the 

stagnation period itself. Mundle (1981) noted that a large number of 

relatively new industries whose weights were then low grew fast during

1966-73. These were concentrated mostly in the chemical, machine building and 

electrical goods sectors and included electrical appliances, communication 

equipment, motor cycles etc- classified as consumer goods.(See Appendix Table 

A. 2 for a disaggregated picture of IIP growth rates during 1966-73). The 

transformation of the industrial structure took a more obvious form since 

1975-76 and particularly in the eighties. The weights of the new industries 

rose by then and their fast growth contributed to the increase in the overall 

growth rate.
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Table 1 :croatn rates of real gross value added of selected lanufacturmg industries

Cede Industries 1975/76-35/34 :»73/?J-sO.'3t i:30.-3l-35. 36

juaav je

1975/76-30'31

ncd

1*31/32-5^36

201 Dairy products 4.:: 6. 0 i 2.5: s.:? 4.5!

214 b r a n  n i l  jrsducts ; 3.:3 i r, " 13.-4 H . 2 5

2;a ;.5;ini'ig of sagar 10, - 5.3-1 14. ’ i 3.35

2101211 Edible oil 4 vanassati 3.24 j .o : 2..: 6. ;9 T .:i

212 Tea processing 2.4f -5.33 1 ' . . i —; (

22a Bidi 10.87 19.30 2, 41 ::-.r :. 2o

22? Ci^arettes,etc -2.35 -11.42 12.24

27! Cotton textiles :.33 : . r ■ \  r 5

241 *:cllen textiles ’. "4

24? rvr.netic textiles !2.5: . ’* ' I1

251 J'ite textiles _3.I' , c .c . *.

250 ?'ii? 4 paoer 1. v"9 .. : - I.:;

2344235Prmting I Publishing 5.71 '.*6 :. i: 1.2'

200 Tyre 4 tube industries 9.44 2, ;0 :*.2: 1.13 17.5?

303 Plastic aatenals n.e.c. 11.94 3.;* 15.5 j 10.60

304 Petroleu* refineries a.19 -3.51 19.39 -0.38 it

305(306(307 Petroleu* 1 coal products n.e.c -5.34 1.7! -16.42 9.64 -;.:2

310 Basic industrial cheticais 4 gases 5.70 3.r7 4.42 6.79 4.}:

311 Fertilisers 4 pesticides 11.64 13.71 9.60 14.52

312 Paints, varnishes 4 lacquers 2.37 a.:7 -2.64 11.25 1.-5

313 Drugs 4 sedicmes 6.76 6.29 7.24 6.03 a . j

T14 :erfw*e3, :os»et:cs, etc :.i; 5.33 j.j i 5.33 2. :3

316 Turpentue, synth resin,s/nth ♦ibres.etc 3. .5 4.37 7. :4 o. :4 1 ■

319 Other cneiicals 7.03 6.17 7.36 6. =5 9.53

320 Structural clay products 4.68 5.11 4.25 6.45 7.07

321 Blass 4 glass products 5.75 2.44 9.47 5.32 11.77

324 Cetent, lue, plaster 11.41 1.34 21.49 1.12 21.03

329 Miscellaneous non-tetalhc nr.erals products 6.6£ 6.26 a.99 6.36 6.98

330 Iron I steel industries 3.53 6.07 0.93 4.67 0.97

331 Casting It -Forging of iron 1 steel 1.26 2.53 -0.32 2.60 -0.31

340 fabricated letai products 3.95 13.51 4.47 7.54 1.55

343 Hand tools 1 general hardware -i .07 3.11 -5.24 4.36 -2.20

330 Agricultural lachinerv 1 equipment M i 9.13 5.04 10.49 3.14

351 Drills,coal cutting 4 other aach 3.49 6.04 3.57 10.35 12.3"

352 Prite Mvers, boilers ,etc 3.10 -5.57 11.76 -4.38 13.22

353 Machinery for food 4 textiles O.aS 3.21 -1.90 5.19 2.26

354 Machinery for atner industries -j.45 3.06 -:.~5 1.94 -2.::

356 Hon-eiectrical tachmery n.e.c 6.70 7.35 3.67 7.40 i.39

35T Machine tools 7.24 4.79 10.43 1.94 1 1 , V 1

360 Electrical industrial lachmery 3.42 4.79 12.05 2.34 ■* 3^

361 Insulated vires 4 cables 10.08 17,26 2.90 16.00 •'. 23

3s2 Dry 4 net battery 5.41 6.46 4.36 5.19 1.72

363 Electrical apparatus, appliances 4others 10.10 13.19 10.03 11.23 3. .’7

364 Radio 4 television 13.11 1.73 24.49 7.67 Zi.h

366 Computers 4 other electronic equipment 19.35 18.82 19.39 13.10 13.3'

370 Ship building 4 repairing -0.35 12.59 -14.28 3.39

3714372Locctotives, railway wagons \ parts 6.10 12.53 -0.33 14.23 1.92

374 *otor venicles k parts 6.30 5.92 7.69 4.56 3.1-5

37543"6flotor cycles, bicycles, scooters 11.05 10.99 11.11 i 1.09

Source iHoisuted fro« Annual Survey at Industries 

ire indices of Wholesale in injia,

various issues 

li'istry ;t I'laus'.'y 
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Table 1 *.8ro«th rates of real gross value added at selected tanufacturing industries (per cent)

Code industries 1975/76-35/86

Kink

1975/76-30/31

setnod

1-30/31-35/36

Dusay sethed 

1975/76-30/31 1931/32-35/

201 Dairy products 4.33 6.04 2.3*7 s.?9 4.5:

21 * Bran ail 1 products 13.6? t-.O" 10,26 13.9* 14.29

2'j h ;8 n n i Q  of sugar 10 = 00 5.30 l*.7i 3.35 1".20

2104211 Emble :il 4 vanaspati 3.24 4.01 2.1? 6.19 7,21

212 l < a trussing 2.49* -5.38 11.36 -0 = 37 12. 'T"

22s Bidi 10.87 19.30 2J4 20,37 5,36

227 Cigarettes,etc -2.35 -15,55 : ; ■ -14.42 12 = 24

17! 2:tt:n textiles 1.33 j.d7 - - ■ :. 72 -0,35

241 Pollen textiles 7,74 3.59

247 Svnmetic textiles 12.33 ., r: 1 - 1L
251 Jate textiles -7.57 5.1 '■ -12.: -14.0-;

230 Pulp 4 paper 1.09 . 12 L -3 2,:; 1. 1 3
284&232Printir«q I Publishing 5.71 7.46 3,97 3.15 1,27

300 Tyre It tube industries 3.44 2 = 60 14,27 4.13 17.59

303 Plastic iaterials n.e.c. 11.94 3.34 15.60 10.60 20.33

304 Fetroleus refineries 8.19 -3.51 13.39 -0.38 25.41

30543064307 Petroleu» 4 coal products n.e.c -5.84 4.71 -16.42 9.64 -0.12

310 Basic industrial cheiicais 4 gases 5.70 d .97 4.42 6.79 4.03

311 Fertilisers 4 pesticides 11.66 13.71 9.60 14.52 12.12
312 Paints, tarnishes 4 lacquers 2.87 3.37 -2.64 11.25 1.95

313 Drugs 4 sedicmes 6.76 6.29 7.24 6.03 o.SO
314 Pertuses, cosaetics, etc 3.42 3.33 1.01 5.33 7.33

316 Turpentine, synth resin,synth fibres,etc 6.05 4.37 7.74 5.-4 r.33

319 Other cheiicais 7.03 6.17 7.86 6.35 9.53

320 Structural clay products 4.68 5.11 4,25 6.45 7.07

321 Slass 4 glass products 5.75 2.44 9.47 5.32 11.77

324 Ceient, lue, plaster 11.41 1.3* 21.49 1.12 21.03

329 Miscellaneous non-seta!lie tinerals products 6.68 6.36 5.99 6.36 6.98

330 Iron 4 steel industries 3.53 6.07 0.93 4.67 0.97

331 Casting 4 forging of iron 4 steel 1.26 2.S3 -0.32 2.60 -0.31

340 Fabricated tetai products 3.99 13.51 4.47 7.54 1.55

343 Hand tools 4 general hardware -1.07 3.11 -5,24 4.36 -2.20

330 Agricultural machinery 4 equipsent 7.11 9.13 5.04 10.49 3.14

351 Drills,coal cutting 4 other sach 3.49 8.0* 8.97 10.35 13.37

352 P>i»e lovers, boilers ,etc 3.10 -5.57 11.76 -*.38 1 -j . 22

353 Hachmery for food 4 textiles 0.65 3.21 -1.90 5.19 2.26

354 Hachmery tor other industries -0.45 3.06 -3.95 1. ?4 -2.03

356 Mon-electrical sachmery n.e.c 6.70 7.35 6.67 7.40 3.89

357 Machine tools 7.24 4.79 10.43 1.5* 10.01

360 Electrical industrial «achmery 8.42 4.79 12.05 2.3* 7.95

341 Insulated wires 4 cables 10.08 17.26 2,90 16,00 0.28

362 Dry 4 net battery 5.41 6.46 4.36 5.19 1.72

363 Electrical apparatus, appliances 4others 10.10 13.19 10.03 11.28 6.07

364 Radio 4 television 13.1! 1.73 24.49 7.i7 26.4i

366 Computers 4 other electronic equipsent 19.35 18.32 19.39 13.10 10.37

370 Ship building 4 repairing -0.85 12.59 -14.28 3.39 -22,05

37i4372LocG«otives) railway wagons \ parts 6.10 12.53 -0.33 14.23 1.92

374 Motor vehicles 4 parts 6.30 5.92 7.69 4.56 3.05

3754376fiotor cycles, bicycles, scooters 11.05 10.93 11.11 11.09 11.33

Source :£oiputsd fros Annual Survey of Industries, 

ard Indices of Wholesale ?ric=s in India,

, various issues 

Ministry of Industry



It would be interesting to see now whether the fast growth in the 

initial years of these new and dynamic industries could be maintained for 

long. Comparing growth rates of the two sub-periods in Table 1 it is found 

that 23 industries accelerated in the eighties, while the remaining 26 

industries which accounted for 50. 15 per cent of the total  value-added of the 

manufacturing sector, decelerated. It is also seen that while in the first 

sub-period the growth rates were negative for four industries, they were so 

for ten industries in the second sub-period. Thus, it is clear that although 

on the aggregate, the growth rate of manufacturing industries rose from 5.59 

per cent per annum in the first sub-period to 6.14 per cent per annum in the 

second the pe r fo rraa ic e o f  caany individual industries worsened in the 

eighties. Singh and Ghosh (1988) also found lower growth rates during the 

eighties as compared to the second half of the seventies for many two-digit 

industry groups-

It is worth exploring whether the industries which decelerated in the 

second sub-period were the ones which grew rapidly in the earlier period. In 

Chart A the growth rates for the two sub-periods have been plotted on the two 

axes such that each industry is represented by a point. When a 45 degree line 

is drawn through the origin , the industries showing deceleration are 

represented by points above the line and those showing acceleration by points 

below the line.

A greater number of the fast growing industries during 1975-76 to 

1980-81 ( i .e . ,  with growth rates above the average of 5.59 per cent per annum) 

decelerated in the eighties Some industr es even moved from the fast growth 

category to the negative growth category. Examples are cotton textiles, 

paints and varnishes ship building and locomotives and railway wagons On 

the whole, 19 fast growing industries of the first period decelerated and only 

7 accelerated. Of the 23 industries which grew faster in the second period, 

14 were slow growing in the first period. However, the points are

concentrated near the 45 degree line which implies that the deceleration (or 

acceleration) was not of very high magnitude in most industries with, of 

course some exceptions
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Quite a few industries which maintained high growth rates over the 

ten-year period, decelerated in the eighties (see Table 2). These were grain 

mill products^ bidi } spinning and weaving of synthetic textLlesj basic 

industrial chemicals and gases, fertilisers and pesticides, fabricated metal 

products^ agricultural machinery, non-electrical machinery, ne .c- , wires and 

cables, electrical apparatus and appliances, locomotives and railway wagons. 

It can be said , therefore > that some industries many of which were the new 

industries and which started off on a low base, grew rapidly initially but the 

pace slackened subsequently. An important exaaple is spinning and weaving of 

synthetic textiles. The industry took shape in the early 1970s and maintained 

fairly high growth in that decade But growth slowed down in the 1980s as a 

result of high capital and raw material costs (see Chandrasekhar 1987 for a 

detailed survey of the industry). Other new industries like radio and TV, 

computers and electronic control equipment, motor vehicles and two-wheelers, 

however, grew faster in the first half of the eighties as compared to the 

second half of the seventies.
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TABLE 2 : INDUSTRIES CLASSIFIED ACCORDING TO GROWTH 
PERFORMANCE, 1975-76 TO 1985-86

Acceleration Deceleration

1 2

High Growth 206, 241, 300, 303 , 304, 204, 226, 247. 311
(ROG >, 5. 87%) 313, 316, 319, 324, 329, 340. 350, 356, 361

330, 351 357, 360 , 366, 363, 371 & 3 72
364, 3 74 375 & 3 76

Low Growth 212, 321, 352 201 210 & 211 231
(ROG < 5. 87%) 280, 284 & 285. 310

312, 314. 320 331

353, 362

Nagative Growth 227 251, 305 toi 307 343
354, 3 70

Note: Column 1 shows industries which accelerated in 1980 -81 to 1985--86 .
column 2 shows industries which decelerated in the same period as compared to 

1975-76 to 1980-81.

Source : Table 1.

Use-Based and Input-Based Criteria

During 1975-76 to 1985-86 consumer durables grew the fastest, at the 

rate of 9 per cent per annum. Consumer non-durables and basic goods came next 

with growth rates of 6 per cent per annum each Capital goods grew at a rate 

of 5 per cent per annum (see Table 3 for a profile of growth according to the 

use-based criterion)

In our sample of 49 industries all the consumer durables were in the 

fast-growing group and maintained relatively high shares in the manufacturinj 

sector. Motor vehicles and electrical household goods each contributed ovei 3 

per cent of total manufacturing value added (see Table 5 for the shares).

12



Tat»le 3: Srcwth prstiie of •anutacturing industries jr.der -se-cased classification (1975-76 to 15E5-36)

High growth industries 

(rate ot grzats '• !.;7 V-

Low Srowth industries

OS iRate of growth v 5.?? X)

Negative Srowth Industries

SOS *06

SASIC 50'jDS BASIC 3GGD3 ?hSIC 3QGDS

Fertilisers fc ;est:::jes

Ceient.lue I piaster

Basic noustnal If :3.:?s

;l.c6 Iron I steel 3.52 None

Ii.41 Casting & togging of iron I steel 1.26 

5.70

:,;p i ThL -o c:s

\:n-a-ec:r:;ii *sc T.r.erv,n.e.c 
Electrical .‘.oustrul t w i n e r *  

Agricultural lacTnery 

Hires i cables

L c c i i d u e s  b railway wagons 

INTERMEDIATE SOODS

r n t ®  J o ? r = . ::..3's,?t:

' . H  l a c n n e r v  *:r ^ocd it teitiies 

3 . ;o 
3.42 
7.11 

10.08 

S. 10

INTERMEDIATE SQODS

3.15 *a:n hr -'r.er maustries 

■).a5 3 M p  auildmg

Hand tools I hardware

INTERMEDIATE 6000S

Tyres I tubes 

retro!®1.!* refining 

Turpentine,s/nth resins,ate 

Other cheticals 

Plastic products,etc 

Structural d a y  products 

Misc non-Mtallic tineral products 

Fabricated aetal products

8.44 Paints I varnishes 

3.19 Dry I wet catteries 

6.05 

7.03 

12.68
4.68

6.68 

8.99

2.87 Jute textiles

5.56 Petroleui It coal prod n.e.c

-3.57

-5.36

CONSUMER DURABLES

Electrical apparatus I appliances 

Radio TV

Motor vehicles I parts 

Computers I electronic equipment 

Motor Cfcies,bic?tiestBt;. 

CONSUMER NQN-DUPABLES

CONSUMER DURABLES

10.10 None

13.11 

6.30 

19.35 

'1.05

CCNSiiMES HONOURABlES

CONSUMER DURABLES 

Hone

C?<3liMER NON-DURABLES

Srain till products

Sugar

BUi
Drugs I tedicines 

Hooilen textiles 

Synthetic textiles 

Slass i glass products

14.67 Dairy products 

10.00 Oil I vanaspati 

10.97 Tea 

6.76 Pulp I paper 

7.74 Printing & publishing

9.10 Perfuies, cos»etics,etc

6.11 Cotton textiles

4.33 Cigarettes 

3.30

2.49

1.09

5.71

3.42

1.33

-2.81

Source :Tabis 1
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Out of che 14 consumer non-durable industries eight grew fast. 

Significant among the rapidly growing consumer non-durables were synthetic and 

woollen textiles drugs and pharmaceuticals grain mill products and bidi- 

Cotton textiles, with a share of 6.36 per cent in 1985-86, and pulp and paper, 

with a share of 1.54 per cent were the slowest growing industries. 

Cigarettes showed negative growth.

Sight of the 12 intermediate goods grew fast but these did not have very 

high shares. Notable among these were plastic products n .e .c . ,  tyres and 

tubes and fabricated metal products Growth of the petroleum refining 

industry increased and its share rose from 1.60 per cent in 1980-81 to 5.57 

per cent in 1985-86 Jute textiles and petroleum and coal products n e .c ., 

had negative growth. Jute textiles however, had a relatively high share in 

total value-added, although it was declining.

Basic goods showed reasonably high growth rates. This ls mainly 

accounted for by cement, lime and plaster which grew very rapidly after the 

partial decontrol in 1982.^ The share of cement rose sharply from 1.13 per 

cent in 1981-82 to 2 per cent in 1982-83 and further to 3. 18 per cent in 

1985-86. Fertilisers and pesticides also grew faster' than average over the 

period but its rate of growth fell in the eighties. Iron and steel, a major 

basic good industry and with a share of 8.81 per cent in 1985-86, grew much 

slower than average. So did casting and forging of iron and steel which had a 

share of 2.87 per cent. It should be noted that electricity, gas and steam, 

water works and supply, which are also usually classified as basic goods are 

not included in our set of industries.

In the capital goods sector machinery for food and textiles grew slowly 

and those for other industries had negative growth. Their shares also showed 

falling trends. Share of food and textiles machinery declined from 1.25 per 

cent in 1975-76 to 0.93 per cent in 1985-86 and that for other machinery fell 

from 1. 15 per cent to 0- 75 per cent over the same period. In this sector 

wires and cables, heavy non-electrical machinery and electrical machinery were 

the leading industries Seven out of the 12 industries in this group .grew

14



Table 4: S n a t h  p n r i l e  :t Jana-icturing industries -'ier incut-tassa : IissiticatL-:r '■ W l - ' b  tc

High growth industries 

(rate of growth > 5.87 I) RG6

i.:w Srcwth Industries 

(Sate cr growth ; 5.37 7.!

Negative Snwth Incust^.es 

S3S *-S

WDHU 3H3tJ AGR3 3>*5ED

Sugar 10. CO Dairy pr:-:ucts 4.3; Jute textiles -3.:7

Sidi 10.37 ’ea 2.4? Cigarettes -J.Sl

ioollen textiles 7.74 Cctt:n textiles 1.33

gram ail I pncucts 14.67 ?uia 4 :a:er '..0«

’yres 4 tutes 3.44 Edit 1 e oi: 4 vj-'iErat: 3.30

C.iEfliCAL ;£;E3 s -=ed =a -cD

Sasic m o  c*e* I ;«ses 5.70 Pamts 4 varii-"55 3.37 H:ne

fenlisers 4 pesticides i 1.60 Perrjaes, c:s«etic,etc 3.42

Drugs 4 aedicmes 4.76 5.54

T u r p e n t i n e , s y n t h  resins,etc 6.05

Other cfieaicals 7.03

Plastic p r oducts n.e.c 12.68

METAL BASED METAL BASES METAL BASED

F abricated «stjl prscutts 3. r? Iron 4 steel 3 '■‘inatnols 4 har'-nare -1.-3’

Agricultural *a;r;inery 7.11 Castrg 4 forging o? ir:n & steel 1.3- Macn r;r jirer .n’ustrin

D rills,coal c u t t i n g  It ether »ach 3.36 P ri i g  iGvers. toilers,etc 3.10 Ship building -j.35

H a c h i n e  tools 7.24 M achinery for rood 4 rextiles 0.65

E lectrical industrial aach i n e r y 3.42

E lectrical a p p a r a t u s  1 a p p l i a n c e s 10.10

l o c o a o t i v e s  4 r a ilway wagons 6.10

flotor ve h i c l e s  4 parts 6.30

Motor c y c l e s , o i c y c l e s  4 s c ooters 11.05

Non-el e c t r i c a l  aach n.e.c 7.15

SISCELLASElL'S IJEliSTRIES MISCELLANEOUS INDUSTRIES UlSCELLAHEj'iS INDUSTRIES

C e a e n t ,1iae 4 piaster 11.41 Structural clay products 4.43 Petr c l s u a  4 coal prcd n.e.c -5.56

*isc non - i e t a i i i c  aineral :r:cucts 3.68

P e troleua refining B . 19

Printing 4 puol i s h m g 5.7!

olass 4 gla s s  prciucts 6.11

Radio 4 TV 13.1!

C saputers 4 e l e c t r o n i c  equi s i e n t 19.35

Source: Table 1
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Table 5:Share of industries in total manu-factaring v a l u e - a d d e d  (per cent)
Code Industries 1975-76 1980-81 1985-86

20 i Dairy products 0.55 0 . 40 0. 40
204 Grain mill products 0 . 64 0 . 94 1 .20
20b Refining of sugar 2,54 1 .33 2 .55

2 10& 2 11 Ed i h 1 s o i 1 & vanas pa t i 0 .96 I ,09 0.96
212 7 ja d-~z i ec £ Ang 1 . 79 1.14 1 .88
2 2 2 2 a i 0 .2 4 0 .53 0.64
12 ' _ *. j ’r=fZ~~ - , ~j tc 1 .33 0 ,43 .0.43, . 3 _ - - - » O-'J i , 2 7 6 . 36

- :• i i en :2 :;'iles . ■-) i 0 . 47 0 . 64
» 7 ^/nnh'Kic te-tiles _ T-! 2.62

.'>.,“-3 textiles , u 2 ,58 1 .06
2 v " - e -~ -i. . o 7 2.12 i .54

■ i>?'22b Printing =?•: Publishing 1 . 17 1 . 23 1 . 1 0
Tyre & tube industries 1 . 13 1 . 12 1 .56

7; I 3 Plastic materials n.e.c. 0 .47 0.72 1 .03
304 Petroleum re-fineries I .68 1 .60 5.57
30r'&306&30 7 Petroleum •?< coal products n.e,c 0 . 23 1 .08 0.47
310 Basic industrial chemicals & gases 2 . 56 2.82 2.94
311 Fertilisers & pesticides 3.36 3.46 3.70
312 Paints, varnishes & lacquers 1 . 15 1 .24 0.88
313 Drugs & med ic i.nes 3.57 3.00 3.03
314 Perfumes, cosmetics, etc t .39 1.31 1.19
316 Turpentime, synth resin, synth -fibres, etc 1 .65 1 .54 1 .92
319 Other chemicals 0.39 0.92 0.80
320 Structural clay products 0.75 0.85 0.78
321 Glass & glass products 0.55 0.50 0,63
324 Cement, lime, plaster 1 .34 1 . 10 3. 18
7/? 9 Miscellaneous non-metal lie minerals prod 0 .55 7.76 0.71
330 Iron & steel industries S . 07 8.29 8.81
331 Casting & -forging of iron & steel 3.41 3.22 2.37
340 Fabricated metal products 0.82 0.86 0 . 78
343 Hand tools & general hardware 0.95 0.95 0.53
350 Agricultural machinery & equipment 0.59 0.82 0.80
3w i Drills,coal cutting & other mach 0.49 0.68 0.52
352 Prime movers, boilers , etc 1 .50 1 .32 2.30
7 5 3 Machinery tor food & textiles 1 .25 1 .39 0.93
354 Machinery -for other industries 1 . 15 0.77 0.75
356 Non-e I ectrlc a 1 mach.inery n , e . c 1 .30 1 .48 1 .52
357 Mac h m e  t o o l s 1 .05 0.86 1 . 10
360 Electrical industrial machinery 3.98 3.51 2.84
361 Insulated wires & cables 0 .95 1 .26 0.67
362 Dry .?/ wet battery 0. 48 0. 46 0 .33
363 Electrical apparatus, appliances Mothers 0 „ 56 0 .66 0 . 65
364 Radio & television 1 . 19 0.93 1 .54
366 Computers & other electronic equipment 0.33 0. 45 0.63
370 Ship building & repairing 0.70 0,32 0.2 3
371&372 Locomotives, railway wagons & parts 1 ,80 2.46 1 .45
374 Motor vehicles & parts 3. 66 7 97, 4.38
37o&376 Motor eyeles, bicycles, scooters 0.58 0.81 1.11

Total ot 49 industries 84 270 0- i.'l 34 .60

S o u r c e : C o m p u t e  -f r~c;:n A n n u a l  -curvey or I n d u s  t r i e s , v a r i o u s  issues,
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faster than average and three industries had negative growth Interestingly, 

even in the machinery sector, the traditional industries like food and textile 

machinery, machinery for other industries, prime movers, boilers, etc. had 

very low or even negative growth. On the other hand, electrical industrial 

machinery, heavy non-electrical industrial machinery grew fast.

According to the input-based criterion (see Table 4 ), it is seen that 

the miscellaneous and chemical-based industries grew the fastest. Their 

growth rates were 8.6  per cent per annum and 8.2 per cent per annum 

respectively. Metal-based industries grew at 4.8 per cent per annum while 

agro-based industries lagged behind with a rate of 3.4 per cent per annum. 

Among the miscellaneous Industries, computer and electronic equipment, radio 

and television and cement grew the fastest. All the chemical-based 

industries, except paints and varnishes perfumes and cosmetics and dry and 

wet batteries, grew fast. Most rapid growth was shown by plastic products 

n e e . ,  fertilisers and pesticides and other chemicals. In the metal-based 

group, the leading Industries were two-wheelers, electrical apparatus and 

appliances electrical industrial machinery, fabricated metal products and 

heavy non-electrical machinery.

Conclusion

The extent of industrial revival has been over-estimated in some earlier 

studies. Our investigation shows that although there was acceleration in the 

aggregate manufacturing value-added since 1975 and more in the eighties, the 

growth rates were lower than some earlier estimations. This is true at the 

disaggregate level as well.

Looking at the composition of growth, some interesting features emerge:

1. The leading industries in the recent years have been the typical 
sunrise industries, such as, electronics, synthetics, motor vehicles and 

two-wheelers.
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2. Many of the industries which grew fast in the second half of the 

seventies decelerated in the eighties. Industries which slowed down had 

a combined share of over 50 per cent in total manufacturing value-added. 

These included the new industries also. This indicates that once the 
base of the new industries rose to a certain level, symptoms of 
sluggishness started appearing.

3. According to the use-based classification consumer durables grew the 

fastest. Intermediates grew much slower than the average rate. Within 

the groups too. the n e w e r  Industries generally grew faster than 

average.

4. According to the input-based classification agro-based industries 
lagged behind all others. Miscellaneous industries, which included most 

of the booming industries grew the fastest Chemical-based industries 

followed close behind. Metal-based industries, which includes the 

traditional machinery industries, grew much slower
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Notes

1. Industrial deceleration since the mid-sixties has been analysed by a number 

of scholars- Nayyar (1978) Ahluwalia (1985) and Krishna (1987) have surveyed 

the literature. The reversal in growth has been analysed by Alagh (1988), Raj

(1984), Ahluwalia (1987), Chandrasekhar (1988), Nagaraj (1989), Kelkar and 

Kumar (1990).

2. The inadequacies of the IIP has been discussed at length by Ahluwalia

(1985). Not surprisingly, she found that the IIP trend diverges widely from 

the value-added trend.

3. Alagh (1985) suggests 1976-77 as the cut-off year. He gives three reasons 

for this. First, the Indian economy surmounted the severe balance of payments 

problems and low domestic savings and investments of the earlier years 

Second, gross capital formation increased to 20 per cent in that year. Third, 

in that year the absolute level of public investment increased by Rs 900 

crore and it has been rising since then. However, we have preferred 1975-76 

as the benckmark as the rate of industrial growth was about the average in 

1975-76 while it was very high in 1976-77. Sandesara (1988) finds 1975 had a 

growth rate of 5 3 per cent whereas 1976 recorded 12.2 per cent

4. A few related industries have been combined in groups and included in our 

data set although some or all items individually were below the cut-off level. 

Three Industries viz , dairy products ship building and parts and 

batteries had lower value-added in 1985-86 but are chosen considering that 

the cut-off point was crossed in 1984-85

5. Since the WPI series with base 1980-81 is yet to be made available, we have 

to rely on the WPI series with 1970-71 base to deflate the value-added series.
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6. In the dummy method, the growth rate is found by estimating the equation

tn Yt=a+a1rH-bt+b1Dt-HJt

where D = 0 for the first period 

= 1 otherwise.

Estimated b gives the exponential growth rate in the first period and the 

estimate of (W-b^) that of the second period.

7. See Studies on the Structure of the Industrial Economy, Bureau of 

Industrial Cost and Pricing, Vol. 3, May 1987 for a survey of the cement 

industry. Installed capacity for the production of cement expanded from 33 17 

million tonnes In 1982-83 to 42.26 million tonnes in 1985-86.
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Appendix A.l: Growth rates of value-added of manufacturing industries
(two-digit classification)

Industries 1951/52-64/65 1964/65-74/75 1975/76-85/86
Food products 5.41 3.26 5.22
Beverages & tobacco 7.64 -0.58 2.9
Textiles 2.72 1.94 2.95
Wood products 14.39 -2.56 0.11
Paper,paper prod,printing,etc 8.57 4.93 1.33
Leather & leather prod excl footwear 5.92 -10.19 5.75
Rubber,petroleum & coal products 14.40 6.04 6.44
Chemicals & chemical products 9.88 8.10 6.53
Non-metallic minerals excl petroleum 10.87 4.99 6.24
Basic metals 12.16 3.97 3.48
Metal products excluding machinery 10.12 1.71 2.86
& transport equipment
Non-electrical machinery 23.24 4.43 5.71
Electrical machinery,apparatus 17.41 10.71 9.28
& appliances
Transport equipment 11.94 -4.47 8.69
Miscellaneous manufactures 12.10 4.05 9.41
Net manufacturing value added 7.88 3.60 5.18
Source: C .P .Chandrasekhar, EPW Special Number,1988, p.2361-2362
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APPENDIX : A- 2

COMPOUND ANNUAL GROWTH RATES AND WEIGHTS 

IN THE INDEX OF INDUSTRIAL PRODUCTION

INDUSTRY INDEX OF INDUSTRIAL PRODUCTION WEIGHTING IN

ANNUAL COMPOUND RATES OF GROWTH THE INEE X OF 

OF GRCWTH INDUSTRIAL

PRODUCTION

1961-73 1961-65 1966-68 1969-73 1960 1970

(1 ) (2 ) (3) (4) (5 ) (6 )

I. BASIC INDUSTRIES 6. 72 10. 4 5. 9 5. 2

I. Mining & quarrying 3. 48 5. 7 3. 1 2. 6 9. 72 9. 69
2. Salt refining 0. 19 0. 21

3. Heavy organic 10. 30 16. 4 8. 1 7. 9 0. 10 0. 54

chemicals
4. Heavy inorganic 0 . .0 1. 01

chemicals
5. Fertilizers 28. 04 20. 3 21. 2 17. 9 0. 46 1. 39

6. Cement 5. 72 6. 2 4. 2 4. 7 1. 17 1. 17
7. Iron & Steel Basic 2. 86 13. 1 0. 0 1. 4 6. 23 7. 04

Industries

8. Aluminium manufacturing 14. 57 78. 7 18. 3 5. 5 0. 57 1. 30

9. Brass manufacturing 0. 29 0. 35

10. Electric ity 11. 13 13. 8 11. 8 7. 6 5. 37 9. 28

II. CAPITAL GOODS INDUS

TRIES 4. 76 19. 5 -4. 8 5. 4

11. Machinery, apparatus
and supplies for power

transformers 11. 24 33- 8 -7 7 9. 6 0. 38 1. 48

12. Electrical motor/

furnaces 9. 23 34. 4 4. 1 -1. 7 0. 27 0. 35

13. Cables & insulated

wires 7. 54 14. 7 -1. 2 9. 5 0 . 68 0. 85

14. Railroad equipment -8 . 20 21 0 -20. 4 -7 7 3- 50 2. 99

15. Motor vehicles 4. 68 6. 3 3. 2 3. 5 2. 51 3. 03

III. INTERMEDIATE GOODS 3. 89 7 0 1. 9 3. 4

16. Cotton spinning 1. 28 3. 9 0. 9 1. 0 11. 79 6 . 24

17. Jute manufactures -1. 79 3. 8 -7. 1 -1. 2 3. 97 2. 71

18. Tyres & tubes 9. 26 11. 7 9. 5 6. 5 1. 48 1. 43
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19. Synthetic fibres 5- 97 11 7 9 8 0 1 0. 64 1. 19

20. Dye stuff and dyes 6 96 7 2 8 5 3. 2 0. 61 0. 63

21. Paint, varnish and 

lacquer 0. 32 0- 30

22. Petroleum products 10. 98 9- 7 17 9 5. 0 1 34 1 62

23. Structural clay 

Products

11 77 4 4 23 3 11. 0 0. 77 0- 65

24. Batteries 0. 38 0. 55

IV. CONSUMER GOODS 4. 07 5 0 1 1 4. 2

V. CONSUMER NON-DURABLES 2- 81 3 8 -0. 9 4 1

25. Sugar factories and

refineries 3 24 4. 5 -12- 2 11 0 3 50 2- 79

26. Hydrogenated oil

(Vanaspati) 4. 33 4. 9 3 4 -0. 3 1. 09 0. 68
27. Tea 2. 10 2- 7 -2. 8 6 8 5 12 2. 57

28. Cigarettes 4. 43 7. 9 3- 8 0. 7 2. 15 2- 21

29. Cotton textile weaving -0. 73 0- 0 -1 3 -0 6 9. 39 5- 41

30. Woollen fabrics 0. 36 0. 31

31. Paper & paper products 7. 32 8. 0 7. 9 5. 3 1. 61 2. 24
32. Footwear 0. 43 0. 44

33. Fine & pharmaceutical

chemicals 3. 85 6. 0 4. 9 4. 4 2. 21 3. 12
34. Soaps & detergents 8. 65 3. 9 8. 5 8. 5 0. 95 0. 65
35. Matches -1. 73 2. 1 -4. 1 -5- 3 0. 50 0. 26
36. Glass & glass products 2. 10 5. 6 -2. 7 3. 5 0. 57 0. 50

VI. CONSUMER DURABLES 9. 08 10. 7 8. 5 4. 4

37. Commercial office &

household machines 3. 27 6. 6 2. 0 3. 7 0. 53 0. 52
38. Electrical appliances 7. 78 8. 8 3. 8 8. 8 0. 56 0. 97
39. Communication equipment 18. 80 16. 8 32. 9 3. 9 0. 61 0. 48
40. Motorcycles & bicycles 10. 14 10. 5 10. 1 8. 5 0. 62 0. 75

VII. GENERAL INDEX 4. 88 9.0 1. 6 4. 5

Source : Studies on the Structure of Indian Economy and Planning for
Development, Planning Commission, G. 0. I. , 1977 , Table 9 , Para 19.
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