
JOURNAL
OF INDIAN SCHOOL A Journal Devoted to the Study of
OF POLITICAL ECONOMY Indian Economy, Polity and Society

Vol. XXVI January-December 2014 Nos. 1-4

Inter-State Analysis of the Organised Man- L.G Burange 1
ufacturing Sector in India Rucha R. Ranadive
Hindu-Muslim Rural Household Comparisons Gautam Pingle 83

Health Expenditure, Health Outcomes and the Shailender Kumar Hooda 99
Role of Decentralised Governance: Evidences
from Rural India

Financial Sector Development and Economic Malay Kanti Roy, 127
Performance: The Role of Banks and Stock Hirak Ray and
Market Joydeep Biswas

Why Didn’t West Bengal Government Amend Debnarayan Sarker 151
FRBMA Within the Stipulated Time Period?

People’s Participation and Public Service Debabrata Samanta and 167
Delivery: A Review of Issues and Determi- Narayan Chandra Nayak
nants

DOCUMENTATION

1 Extract from Report of the Social Economic and 193
Educational Status of the Muslim Community
of India, Prime Minister’s High Level Com-
mittee, Cabinet Secretariat, Government of
India, November 2006. Chapters 3, 4, 5, 8, and
12 and Appendix Tables

2. Extract from NSS 66th Round, Report No. 552:
Employment and Unemployment Situation
among Major Religious Groups in India,
(Chapters 2, 3 and Appendix Tables)

Index of Volume XXVI (2014)



Annual Subscription Rates

Journal of Indian School of Political Economy, Pune

New annual subscription rates effective from 1st January, 1999

India Other Countries
(Rs) (US $)

For institutions other 600.00 80.00
than colleges

For individuals and col- 300.00 40.00
leges

Payments should be made by Demand Draft, payable to Indian School of Political

Economy, Pune, drawn on any bank in Pune. For outstation cheques, please add Rs
60/- to cover collection charges.

Please mail your orders/enquiries to

Indian School of Political Economy,
‘Arthabodh’, 968/21-22, Senapati Bapat Road,

Pune 411 016 (India).

Phones: (020) 25657132, 25657210.

e-mail: ispe@vsnl.net
website: ispepune.org.in

Editor’s Note: University and college teachers and students of Economics,

Political Science and Sociology/Social Anthropology are invited to send to
us questions of wider interest on the subjects of their study. We shall

endeavour to publish in subsequent issues of the journal answers to selected

questions received by us. This will form a separate section of the journal.
The authors of the selected questions shall receive complimentary copies of

one year’s issues of the journal, as a token of our appreciation.



VOL. 26 NOS. 1-4 INTER-STATE ANALYSIS OF THE ORGANISED MANUFACTURING SECTOR.. 19



20 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-DEC 2014

the manufacturing sector in these states. West
Bengal, Jharkhand, Delhi and Madhya Pradesh
were amongst the poorest performing states/UTs
in terms of employment growth. In fact, Jhark-
hand and Delhi demonstrated negative growth
rate implying jobless growth. In these states,
many industries registered negative employment
growth rates. In West Bengal, eight out of 22
industries showed negative ACGR such as tex-
tiles (17), chemicals and chemical products (24),
machinery and equipment n.e.c. (29), motor
vehicles, trailers and semi-trailers (34), other
transport equipment (35), etc. while these
industries had positive growth rates in the man-
ufacturing sector of India. The growth rates of
Andhra Pradesh, Assam, Bihar, Kerala,
Maharashtra and Uttar Pradesh were below the
national average. Maharashtra, the leading state

for two decades, experienced a fall in the growth
rate of employment due to negative growth rates
registered by radio, TV and communication
equipment and apparatus (32) and medical, pre-
cision and optical instruments, watches and
clocks (33). It could be because Maharashtra,
being an industrially developed state, has
attracted capital over the years. Therefore,
industries within the state seem to reply more on
capital due to better access to technology and
mechanisation of the production process. This has
reduced the reliance on the labour which has been
indicated by the low employment growth rate in
Maharashtra. On the contrary, in West Bengal,
slowdown in the industrial sector, shutting down
of many factories and emergence of strong trade
unions might have resulted in the low growth rate
of employment.

Table 9. Ranking of the States According to Growth Rate of No. of Workers in the Organized Manufacturing Sector
of India during the Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

(1) (2) (3)

Uttarakhand 21.79 1
Himachal Pradesh 14.13 2
Jammu and Kashmir 9.69 3
Other States/UTs 8.84 4
Odisha 7.51 5
Goa 6.63 6
Haryana 6.47 7
Chhattisgarh 6.13 8
Rajasthan 6.10 9
Punjab 5.89 10
Tamil Nadu 5.51 11
Gujarat 5.32 12
Karnataka 5.30 13
Bihar 5.03 14
India 4.44 National Average
Uttar Pradesh 3.96 15
Assam 3.64 16
Maharashtra 3.43 17
Andhra Pradesh 2.62 18
Kerala 2.53 19
Madhya Pradesh 1.89 20
West Bengal 0.17 21
Delhi -0.73 22
Jharkhand -1.77 23
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3.2.3 Value of Output:

Though the share of the value of output was
higher for Maharashtra, Gujarat and Tamil Nadu
compared to the remaining states/UTs, thegrowth

rates of the same for Uttarakhand, Jammu and
Kashmir and Himachal Pradesh were among the
highest among all states/UTs (Table 10, Table

11). In all these three states, paper and paper
products (21), chemical and chemical products
(24), rubber and plastic products (25), basic

metals (27), fabricated metal products except
machinery and equipment (28) and electrical
machinery and apparatus n.e.c. (31) commonly

showcased higher improvement in terms of the
ACGR of the value of output compared to other
industries in the sector. In Uttarakhand, 9 out of

12 industries in the manufacturing sector showed
a growth rate more than 20 percent from 1998-99
to 2011-12. The higher growth rates in these

industries could be attributed to the narrow base
in the initial years and the incentives such as
excise duty and income tax exemption to new

industrial units offered by the government.
Andhra Pradesh, Assam, Bihar, Kerala, Punjab,
Rajasthan, Uttar Pradesh and West Bengal had

growth rate below the national average. In fact,
Maharashtra with highest share, also registered
the growth rate below the national average. Delhi,

Jharkhand and Madhya Pradesh were at the bot-
tom as per the ACGR of the value of output.

3.2.4 Gross Value Added:

As seen in Table 12, even with respect to Gross
Value added, the manufacturing sector of Utta-

rakhand, Jammu and Kashmir and Himachal

Pradesh indicated the highest growth rate
compared to all the remaining states/UTs (Table

13). Again it is due to narrow base of the man-
ufacturing sector of these states and incentives

such as excise duty and tax exemptions offered

by the state also attracted more investment and
accentuated establishmentof new industrial units.

Chemical and chemical products (24), rubber and
plastic products (25), other non-metallic mineral

products (26), fabricated metal products, except
machinery and equipment (28) and electrical

machinery and apparatus n.e.c. (31) contributed

to the high performance of these states. Delhi and
Jharkhand were accompanied by Kerala and

Bihar to form a poor performing bracket of the
states. Many industries in these states had very

low growth rates such as food products and
beverages (15), textiles (17), publishing, printing

and reproduction of recorded media (22), basic
metals (27), etc., however, statistically insignif-

icant. Assam, Gujarat, Madhya Pradesh, Maha-

rashtra, Punjab, Rajasthan, Uttar Pradesh and
West Bengal continued to underperform with

regard to the growth rate of the Indian manufac-
turing sector compared to the ACGR of national

manufacturing sector. For example, in West
Bengal, tobacco products (16), publishing,

printing and reproduction of recorded media (22),

radio, TV and communication equipment and
apparatus (32), medical, precision and optical

instruments, watches and clocks (33) and motor
vehicles, trailers and semi-trailers (34) exhibited

negative growth rate in spite of the positive
growth rate of these industries in Indian man-

ufacturing sector.
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Table 11. Ranking of the States According to Growth Rate of Value of Output (Base = 1993-94) in the Organized
Manufacturing Sector of India  during the Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

(1) (2) (3)

Uttarakhand 32.84 1
Jammu and Kashmir 23.99 2
Himachal Pradesh 21.52 3
Odisha 14.63 4
Karnataka 13.24 5
Chhattisgarh 13.07 6
Tamil Nadu 12.08 7
Gujarat 11.91 8
Other States/UTs 11.87 9
Haryana 11.86 10
Goa 11.68 11
Rajasthan 11.58 12
Andhra Pradesh 11.52 13
India 11.36 National Average
West Bengal 10.90 14
Uttar Pradesh 10.16 15
Maharashtra 10.03 16
Bihar 10.01 17
Assam 9.76 18
Punjab 9.66 19
Kerala 8.44 20
Jharkhand 7.76 21
Madhya Pradesh 7.38 22
Delhi 3.63 23

3.2.5 Capital:

The ascent of Uttarakhand and Jammu and
Kashmir was reinstated by the growth rate
experienced by these states in terms of capital
with Odisha ranking the third highest by the
growth rate of capital (Table 14, Table 15). The
scenario of the growth rate of capital is not very
different from the one indicated by the other three
variables. At the disaggregated industrial level,
industries with high growth rates with respect to
other variables continued to showcase high
growth rate even with respect to capital in these
states. Uttarakhand had six industries out of 12
with the ACGR of capital of more than 50 percent
suchas textiles (17), luggage, handbags, saddlery,
harness and footwear, tanning and dressing of

leather products (19), wood and products of wood
and cork except furniture, articles of straw and
plating materials (20), machinery and equipment
n.e.c. (29), motor vehicles, trailers and semi-
trailers (34) and furniture, manufacturing n.e.c.
(36). Even in Jammu and Kashmir, eight
industries had very high growth rates such as
paper and paper products (21), publishing,
printing and reproduction of recorded media (22),
chemical and chemical products (24), rubber and
plastic products (25), other non-metallic mineral
products (26), basic metals (27), fabricated metal
products except machinery and equipment (28)
and electrical machinery and apparatus n.e.c.
(31). In the case of Odisha coke, refined petro-
leum products and nuclear fuel (23), basic metals
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Table 13. Ranking of the States According to Growth Rate of Gross Value Added (Base = 1993-94) in the Organized
Manufacturing Sector of India  during the Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

(1) (2) (3)

Uttarakhand 35.50 1

Jammu and Kashmir 28.32 2

Himachal Pradesh 23.40 3

Odisha 14.13 4

Karnataka 12.59 5

Goa 11.57 6

India 11.38 National Average

Andhra Pradesh 11.18 7

Rajasthan 11.12 8

Tamil Nadu 10.67 9

Haryana 10.57 10

Chhattisgarh 10.41 11

Other States/UTs 9.83 12

Punjab 9.54 13

Gujarat 9.51 14

Maharashtra 9.43 15

Uttar Pradesh 7.31 16

Assam 7.12 17

Bihar 7.11 18

Madhya Pradesh 6.81 19

West Bengal 5.86 20

Jharkhand 3.84 21

Kerala 3.02 22

Delhi 1.44 23

(27) and motor vehicles, trailers and semi-trailers
(34) industries are the major contributors to the
growth of capital stock of the state’s manufac-
turing sector. It has been observed that many
industries in Himachal Pradesh indicated double
digit growth rates. Almost nine industries showed
the growth rate of capital greater than 20 percent,
such as luggage, handbags, saddlery, harness and
footwear, tanning anddressingof leather products
(19), wood and products of wood and cork except
furniture, articles of straw and plating materials
(20), paper and paper products (21), publishing,
printing and reproduction of recorded media (22),
coke, refined petroleum products and nuclear fuel
(23), chemical and chemical products (24),

electrical machinery and apparatus n.e.c. (31),
motor vehicles, trailers and semi-trailers (34) and
other transport equipment (35). The ACGR of
Assam, Bihar, Goa, Gujarat, Jharkhand, Karna-
taka, Maharashtra, Rajasthan and West Bengal
were low while Delhi, Kerala, Madhya Pradesh
and Uttar Pradesh reached the bottom in the group
of all states/UTs. The manufacture of radio, TV
and communication equipment and apparatus
(32) and medical, precision and optical instru-
ments, watches and clocks (33) has indicated
negative and statistically significant growth rates
in Kerala, Madhya Pradesh and Punjab while the
latter has negative growth in some other states as
well.
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Table 15. Ranking of the States According to Growth Rate of Capital  (Base = 1993-94) in the Organized Manufac-
turing Sector of India  during the Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

(1) (2) (3)

Uttarakhand 26.11 1
Jammu and Kashmir 20.29 2
Odisha 18.06 3
Himachal Pradesh 14.44 4
Chhattisgarh 10.93 5
Other States/UTs 10.14 6
Andhra Pradesh 9.97 7
Tamil Nadu 8.62 8
Haryana 8.54 9
Punjab 8.15 10
Gujarat 8.07 11
India 7.90 National Average
West Bengal 7.83 12
Assam 7.51 13
Karnataka 6.96 14
Maharashtra 6.55 15
Goa 6.23 16
Jharkhand 5.96 17
Rajasthan 5.66 18
Bihar 5.53 19
Madhya Pradesh 4.19 20
Kerala 3.48 21
Uttar Pradesh 2.94 22
Delhi 1.78 23

Comparing the growth rates of capital and
employment, it has been revealed that the growth
rates of office, accounting and computing
machinery (30) in employment and capital are
high in Andhra Pradesh, Karnataka and Tamil
Nadu. It then suggests that labour and capital are
complementary in these states, possibly both
increasing with gross value added. In contrast,
low growth rate of employment and high growth
rate of capital is registered by this industry in
Maharashtra indicating the substitution of capital
for labour within the state. On similar grounds, in
coke, refined petroleum products and nuclear fuel
(23) capital and labour arecomplementary to each
other in Andhra Pradesh whereas basic metals
(27) and in Andhra Pradesh and West Bengal and
radio, TV and communication equipment and
apparatus (32) as well as medical, precision and
optical instruments, watches and clocks (33) in
Andhra Pradesh and Karnataka indicated substi-

tution of capital for labour.

3.3 Industrial Location:

The location quotient [Florence, 1948] is used
to measure the localisation of industry in any
defined geographical area. The ratio of the per-
centage share of a given industry in terms of total
workers employed in the manufacturing sector of
a given state to the percentage share of that
particular industry at the national level to the total
number of workers in the national manufacturing
sector is called the ‘Location Quotient’.
According to the formula, it measures the size of
the industry in terms of number of workers. Since
value of output and gross value added are
influenced by prices and measurement of capital
is affected by the above-mentioned difficulties,
number of workers is possibly the best measure
of the size of industries. The location quotient is
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applicable when identifying areas of industrial
specialization relative to the nation. It is a popular
and widely used economic analysis technique.
Symbolically,

(ESi/ESm) x 100
Location Quotient =  ... (4)

(ENi/ENm) x 100

where,
ESi = Employment in the ith industry of the

state
ESm = Employment in the manufacturing sector

of the state
ENi = Employment in the ith industry in the

national manufacturing sector
ENm = Employment in the national manufac-

turing sector

If the location quotient of a given state with
respect to a particular industry is more than unity
it means that the state has a larger share in the
distribution of employment in that industry
compared to the average share of employment in
that industry for the nation a whole. Location
quotient can be more than one. It can be more than
one for more than one industry in a state as well.
It shows the relative importance of such industries
in themanufacturingsector of that particular state,
compared to India’s manufacturing sector. On the
other hand, if the location quotient of a particular
industry is less than unity in a given state then it
implies that the state has a smaller share in the
distribution of that industry in the country, com-
pared to that industry’s share in the country as a
whole. Comparing the location indices of an
industry in any particular state over time reflects
the changes in the relative importance of the state
with respect to that industry. In other words, the
location quotient explains the localisation of the
particular industry in a given state. It also suggests
that more industrialised states would have a wider

industrial base in terms of having a larger number
of industries with the value of location quotients
higher than one.

Location quotients have been estimated from
1998-99 to 2011-12 for all states/UTs based on
number of workers. Table 16 represents codes of
the industries located; dislocated, (i.e., moved out
of the state in recent years or might have been
closed or its relative importance in the state’s
manufacturing sector in relation to the national
manufacturing sector must have gone down) or
newly localised in any state/UTs from 1998-99 to
2011-12 (See Annexure A for Location Quotients
of the state for all the industries for all the years
of the study). In the table, industries maintaining
the location quotient greater than one for all the
years are categorised as localised industries.
Industries with location quotients less than one
for later years have been categorised as dislocated
industries whereas industries with location quo-
tient greater than one in subsequent years are
called as the newly localised. It was found that
Delhi, Goa and Maharashtra had more localised
industries for all the years.

Delhi’s industrial structure comprised mostly
leather products, publishing printing and repro-
duction of recorded media, metal and machinery
whereas in Goa petroleum products, chemicals,
metals, instruments and automobile-related
industries were located. Industries localised in
Maharashtra were those related to paper, metal,
chemicals, rubber and plastic products, machin-
ery, instruments and automobiles. Recently,
Andhra Pradesh, Haryana, Jammu and Kashmir,
Kerala, Uttar Pradesh and Uttarakhand displayed
higher localisation of industries related to
chemicals, electronic machinery and automobiles
whereas large numbers of industries were dislo-
cated from Haryana, Gujarat, Himachal Pradesh,
Kerala, Uttar Pradesh and Jammu and Kashmir.
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Table 16. Industry Location Quotients of the States/UTs Based on Number of Workers

States/UTs Localised Industries* Dislocated Industries* Newly Localised*

(1) (2) (3) (4)

Andhra Pradesh 15, 16 --- 21, 24, 26, 31
Assam 15, 21, 23, 26 --- ---
Bihar 20, 23, 26 19, 22 ---
Chhattisgarh 27 20, 26 23, 28
Delhi 18, 19, 22, 28, 31, 32, 33 34, 35 ---
Goa 24, 25, 27, 30, 32, 33, 34, 36 --- 15, 22, 23,31
Gujarat 17, 24, 26, 29, 36 25, 30, 31 20, 23
Haryana 18,19, 29, 34, 35 26, 28, 30, 31, 33 20, 32
Himachal Pradesh 21, 32, 33 17, 26, 28, 29 24, 31
Jammu and Kashmir 17, 20, 27, 36 15, 26, 29 21, 24, 25
Jharkhand 23, 26, 27, 34 --- ---
Karnataka 18, 21, 22, 31, 33 25, 28 30
Kerala 15, 20, 25 22, 26, 32 16, 23, 30
Madhya Pradesh 17, 21, 24, 25, 26, 31, 34 32 16
Maharashtra 22, 24, 25, 28, 29, 30, 31, 32, 21, 23 27

34,35, 36
Odisha 21, 26, 27 20, 25 16, 23
Punjab 15, 17, 28, 29, 35 25, 34 18, 26
Rajasthan 17, 26, 33, 36 25, 27 20
Tamil Nadu 17, 18, 19, 22, 34 24ƒ 28, 30
Uttar Pradesh 15, 19, 22, 30, 31, 32 25, 36 18, 26, 28
Uttarakhand 20, 21, 25, 31, 32, 33 15, 26 24, 30, 34, 35
West Bengal 17, 20, 23, 27 --- 19
Other States/UTs 20, 21, 24, 25, 26, 30, 31, 36 22, 29, 33 17

* Please refer Table 1 for description of the industry.

These states rather experienced localisation of
industries related to textiles, metals, electronic,
chemical and petroleum products in the recent
years. The states like Andhra Pradesh, Goa and
Uttarakhand showcased that more industries are
newly localised. In Andhra Pradesh, paper and
paper products, chemical and chemical products,
othernon-metallic mineral productsand electrical
machinery are mainly localised during the period
1998-99 to 2011-12. Industries such as food
products, publishing, printing and reproduction
of recorded media and electrical machinery are
newly localised during the period from 1998-99
to 2011-12 in Goa. In Uttarakhand, chemicals and
chemical products, office accounting and com-
puting machinery such as computers and com-
puter based systems, motor vehicles and trailers,
automobiles and other transport equipments are
newly localised over the period. However,
industries such as food products and beverages

and other non-metallic products are dislocated
from Uttarakhand over the period of 1998-99 to
2011-12. In Haryana and Himachal Pradesh,
many industries related to non metallic mineral
products, metal products, electrical machinery
and instruments were dislocated. In Maharashtra,
paper and petroleum related industries indicated
dislocation while in Gujarat rubber and plastic
products and electrical and computing machinery
industries got dislocated. Thus, it could be
inferred that states experienced a change in their
industrial structure over these years.

3.4 Concentration of Industries in the state:

In this section, we study the concentration of
industries in the manufacturing sector of in all
states/UTs at the two-digit level of classification
of industries. For this purpose, the Hirschman-
Herfindahl Index (HHI) has been constructed for
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the manufacturing sector. Instead of considering
the concentration of firms in individual industries
as the Hirschman-Herfindahl Index normally
does, here, we have considered concentration of
industries in the manufacturing sector. This
would indicate the concentration of industries
within the manufacturing sector of each state and
India. It would reveal whether one industry or a
few large industries are dominant in the man-
ufacturing sector of the state implying the con-
centration of manufacturing sector within some
industries or, in the opposite case, whether all
industries are equal in size within the sector. HHI
is the measure of the size of the industries in
relation to the manufacturing sector and indicates
the degree of competition among industries to
garner more resources such as labour, land, cap-
ital etc. for the production. It is calculated by
squaring the percentage share of each industry in
the manufacturing sector of the state and then
summing the resultant numbers across industries
and then dividing the resultant by 100.

where,
Pi = Percentage share of particular variable of

ith industry in that of the manufacturing
sector of the state.

A higher value of HHI implies that industry is
enjoying a high degree of monopoly position, i.e.,
the sector has very few large industries, whereas
a lower value suggests competition among the
industries. If all 22 industries are equal in size in
the manufacturing sector of the state then HHI
will be about 4.55 percent.2 But if it is more than
this then distribution of industries in the man-
ufacturing sector of the state is unequal and may
be a few industries are dominant one. It means
that the HHI is closer to 4.55 then that manufac-
turing sector is less concentratedbut if HHI isvery
high compared to 4.55 then that manufacturing
sector has small number of industries which
means the industrial base is narrow in that state.
The highest value of HHI is 100 which imply that

there is only one industry in the state. Any
decrease in the value of the index implies that
there is a rise in the competition among industries
in the state. The HHI, as defined here, indicates
whether the manufacturing sector of the state is
concentrated within a few industries or it has a
broad base of different industries. The HHI has
been constructed using the data for number of
workers, value of output, gross value added and
capital for all industries in the manufacturing
sector of all states/UTs over the period from
1998-99 to 2011-12. Generally, the size of the
industry is measured in terms of employment but
with rising capital intensity we preferred to use
other additional variables such as value of output,
gross value added and capital as well in spite of
certain limitations of these variables (Table 17).
Maharashtra, Tamil Nadu and Uttar Pradesh
manifested the least level of concentration of
industries implying a broad industrial base in the
manufacturing sector for all the years. On the
contrary, Assam, Bihar, Chhattisgarh, Jharkhand
and Odisha exhibited a high degree of concen-
trationwith respect to all variables.From 1998-99
to 2011-12, Uttarakhand experienced drastic
depletion in the concentration of industries con-
sidering all variables in the sector. Along with it,
Assam, Gujarat, Uttar Pradesh, Punjab and
Rajasthan also moved towards a broad industrial
base. Andhra Pradesh, Bihar, Chhattisgarh, Goa,
Haryana, Jammu and Kashmir and Jharkhand
exhibited differential results where the concen-
tration of industries was increasing with respect
to value of output and capital whereas decreasing
with respect to number of workers and gross value
added. It is due to wide fluctuations of the growth
rates of value of output and capital compared to
number of workers and gross value added which
also shows up in large fluctuations in the shares
of the concerned industries in these states. This
may be due to rising capital intensity in some of
the industries such as paper, chemical, basic
metals, automobile industries in these states.
Delhi and Himachal Pradesh did not indicate
major shifts in their industrial concentration over

HHI =
∑
i=1

n

Pi
2

100
…(5)
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