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the manufacturing sector in these states. West
Bengal, Jharkhand, Delhi and Madhya Pradesh
were amongst the poorest performing statesUTs
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

JAN-DEC 2014

for two decades, experienced afall in the growth
rate of employment due to negative growth rates
registered by radio, TV and communication
equipment and apparatus (32) and medical, pre-
cison and optica instruments, watches and
clocks (33). It could be because Maharashtra,
being an industrially developed state, has
attracted capital over the years. Therefore,
industrieswithin the state seem to reply more on
capital due to better access to technology and
mechani sation of the production process. Thishas
reduced thereliance on thelabour which has been
indicated by the low employment growth rate in
Maharashtra. On the contrary, in West Bengal,
dowdown in the industrial sector, shutting down
of many factories and emergence of strong trade
unionsmight haveresulted inthelow growth rate
of employment.

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

State Manufacturing Sector CAGR (%) Ranks

) 2 (©)
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 551 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 343 17
Andhra Pradesh 2.62 18
Kerala 253 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
comparedto theremaining states/UTs, thegrowth
rates of the same for Uttarakhand, Jammu and
Kashmir and Himachal Pradesh were among the
highest among al statesUTs (Table 10, Table
11). In al these three states, paper and paper
products (21), chemica and chemical products
(24), rubber and plastic products (25), basic
metals (27), fabricated metal products except
machinery and equipment (28) and electrica
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
agrowth 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
thegrowthrate 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:

AsseeninTable12, evenwith respect to Gross
Value added, the manufacturing sector of Utta-
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rakhand, Jammu and Kashmir and Himachal
Pradesh indicated the highest growth rate
compared to all the remaining statesUTs (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 establishment of 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 electrica
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 duringthe Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

@) @ (©)
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: leather products(19), wood and products of wood

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 fromthe oneindicated 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
withthe ACGR of capital of morethan 50 percent
suchastextiles(17), luggage, handbags, saddlery,
harness and footwear, tanning and dressing of

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

) 2 (©)
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
Rajasthan 11.12 8
Tamil Nadu 10.67 9
Haryana 10.57 10
Chhattisgarh 1041 11
Other StatesUTs 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 711 18
Madhya Pradesh 6.81 19
West Bengal 5.86 20
Jharkhand 3.84 21
Kerala 3.02 22
Delhi 144 23

(27) and motor vehicles, trailersand 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. AlImost nineindustriesshowed
the growth rate of capital greater than 20 percent,
such as luggage, handbags, saddlery, harnessand
footwear, tanning and dressing of | eather 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 productsand nuclear fuel
(23), chemical and chemica 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, Rgjasthan and West Bengal
were low while Delhi, Kerala, Madhya Pradesh
and Uttar Pradesh reached thebottominthegroup
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.



JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-DEC 2014

26

‘Ansnpur oy 30 uondosap J0J | 3[qe], 19391 3583q 910N
200 TUSTS JO [9A9] JU90Iad G J8 JURDITTUSISUT A[[e0TIsTeIS ,

06L €£01 65L 9CTTIL #L9'1- 98T GSIL CTLG 666 1€9 0TIl I8L €yCT 866G 99CL 18v O9LL 6T6 LS8 68T €89 L0 108 epuy
SLN/89
PLIOT G911 490€- +¥0T €L0L- «61G ¥C'LL L6T 1S°€ vLL LTHL 816 8¥9 ¥L9 8EL #861- 9L9 46T€ #CL'T %L9°9 9v91 485C 06 -e1S 19410
€8L 86€ 00F 9€£G €TTL- #L1'8 #8EG #¥9v +lE€V +L6'1 €811 8£6 298G I1H0L TTIL 806G CLOL PLTL €6TL «LT'€ *€LT #i8% IL1L [eSuad 1s9M
T19T 9LG9 VN 6£¥L 6THL TEPC LIOE VN 86TS THOy 161€ CTL'ET 06T 8E9v VN %CST 99Vl ¥8YL 9595 0565 6565 VN LOII PpUByRIRN )
«P6T %060~ 0£9- %990~ 6C0L- %991 166 9L'LL 68L #6971~ #GL'T #¥0'C abl1- «LTT- +9¥G I€L TH6 58 9TO0L #£8'0 #9€'1 49L0 GC'6  Usepeid renn
798 $0TL 668 86GL I8€ «LT¥ 9E€TL €T6 PSEL $68 0v8 61CL GEE€ 65T LOOL LI'G 1€6 «#EF'E€ 8LL 699 658 «0L% 10L npeN [rue],
99°S 6501 0C9L SI'ST *IST ¥E€'8 LOGL #5S°€ T96 9001 1T LL9 #I180 *CI'T %800 EI'1L €TLL 8L6L SL'IL x0L0 19 4S1°0- 08 ueypseley
ST'8 50 9TL 9€01 88GI- #O€l- CTI'G %080 €¥1L LETL 6571 €GEL 49¥'S ¥8°0L %LS0 %88C 00€EL #TLT Sh¥l €09 8y6 VN LG9 qelung
90°8T +0C'1T VN G961 VN VN LIOL VN €9 ,#80L Se€C 116 #8LT 6LG 9961 %696 #6TT +E1'1- VN %668 xIL1 +9vT- 6C'L BUSTPO
SS9 GI'L 9¥G 8GTL %601~ %LET TTOL 61 OLL G1'6 6811 €CG 18T 6LG 110l LOY #PL'T $LOL €19 «CE€1- €8F 4870 CTEG BNUSBIEYEIN
6Tt 65L «¥CT 0T8 950T- SI'LI- LTV ST 098 6T1- *ITT €€¥ 4610 =0bT 85TE 8LY +9€v 96°G 1191 %98°L- #Th'1 #E€'€- 1T6 USOpeId BAUPEIN
8€ 199 TT9 #LT0- 998 ¥66- xLb9 LOOT Lbby 18E 669 89C 4190 xCC0 L6'8 610~ xC81- 6Ly #ELL +T00- 69T 901~ 8T BeIo3]
969 GL91 ITL OLS =*L1'S %9T€ 910l 9€9 116 #x£0T LO6 #8€GC 816 99T «#L6€ LPIL 196 169 #8lv ThL +¥9€ *xL6T VN eYRIRUIR]
96'S 4889 467t LST1 VN VN %00 #bL'L SE61 %65T- 669 9v 0l «11'8 4991 %85€ T66C #0Tt %009 VN VN 4bET 485€ 056 puetrey[
Tunysesy
6707 8TO0L VN VN VN #6CTL ¥0CTE LEV 616 LTTT 656C SEGT 058F S81y VN ¥TGh OLYYr vEEl VN %880 6101 VN 86 pue nururef
ysap
Pyl VN L3865 6V LT xLb 0~ %609 9L'€h 6091 9811 LTSI 810l €911 L68L 808C 81'GT 16TC VS'1E ¥60F 658T %C08 #6LT *LG0- 88CTL  -eid [eyoewWIH
PS8 PSL ST8 6ET1 L¥6 #G1'€- 6900 xbL€- 856G €09 ¥SL 68% 991G ¥L8 96E€l G6'G 4I81 6£G 6GL CTOEL IL6 %0T0- #8CL eueeH
LO8 GF8C 9TTT 0CT'6 4860 009 9€TL 99T LOEL 659 656 166 18T ¥5'9 €TLT #8LY 996 16LL 4911 «L8% L¥'G +600- 9LL rrmno
€T9 499 €611 40T0- 488°C- #GE'1- €58 GLE TH9 4161 68T S0 0v9 T66 %8LT LOIL LTI VN VN VN %900 VN £¥6 ©0D
8L'T +£0°1- Y86~ #GET- 9G01- €84 HvC'L #¥6'1 #bS'0 #G8T #6vC 48T 8EG TEL #L0'8 #65€ Ty #69CT #l1'€ «EV'0- *LTE #69% 1L9 iclet
€601 S991 LE9L VN VN VN CT96L #89L GTHL #S€F TTEL 4691 %608 61L 99LT 99€ T9T abbe VN VN vI'L 4€0T #SLG qeSsmeyyD
€SS 98T 466 VN VN VN #TbS VN €L91 #€L'9 #bb'0- 10T~ v0'L- +80°€- €68 x06€- 6611 *€LT- 699 00T ¥1'9 «ILT 6L9 Teyg
ISL VN VN 8L9 VN VN 1TEL ,060C STLL 8THL €061 Lv¥C €TLL *LTH T8Ol #Ib0 4661 6881 VN LLvI- 651 *60+% 8I'v wessy
L66 V811l L€V #E1C GT9 TL6 HEEL LL'TL CTTOL «9T€ 98CL GLTL vLY 6001 SyTlL 98% 016 €5L vE8L %95C GI'6 *06€ 698 Usepeld empuy
W € O o 00 6D 6D @ O G Gn € cCH G on 6 ©®&® W O © » © © 9]
Surx
-njoej 9poD
-nuwejN  9¢ 6 p€ €€ €l 0¢  6C 8 LT 9C S vC e T It 0T 61 8l Ll 91 61  Ausnpurelers
(3u30139)

(59911 $6-€66T YURISUOD) TV)
TI-T10T 01 66-8661 SuLnp 103058 Surimpejnuely pasiues.o ay ul fende) Jo YOOV 1 dlqeL



VOL. 26 NOS. 1-4

INTER-STATE ANALYS S OF THE ORGANISED MANUFACTURING SECTOR.. 27

Table 15. Ranking of the States According to Growth Rate of Capital (Base = 1993-94) in the Organized Manufac-
turing Sector of India duringthe Period from 1998-99 to 2011-12

State Manufacturing Sector CAGR (%) Ranks

) 2 (©)
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 553 19
Madhya Pradesh 4.19 20
Kerala 348 21
Uttar Pradesh 294 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 |abour 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 capita is registered by this industry in
M aharashtraindicating the substitution of capital
for labour within the state. On similar grounds, in
coke, refined petroleum productsand nuclear fuel
(23) capital andlabour 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:

Thelocation quotient [Florence, 1948] isused
to measure the localisation of industry in any
defined geographical area. The ratio of the per-
centage share of agiven industry intermsof total
workers employed in the manufacturing sector of
a given state to the percentage share of that
particular industry at the national level tothetotal
number of workersin the national manufacturing
sector is caled the ‘Location Quotient’.
According to the formula, it measures the size of
theindustry interms 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
speciaizationrelativeto thenation. Itisapopular
and widely used economic analysis technique.
Symbolically,

(ES/ES,) x 100

Location Quotient =

. (4)
(EN/EN,,) x 100

where,
ES = Employment in the ith industry of the
State
ES,, = Employment in the manufacturing sector
of the state

EN; = Employment in the ith industry in the
national manufacturing sector

EN,, = 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
guotient can be morethan one. It can bemorethan
one for more than one industry in a state aswell.
It showstherelativeimportanceof suchindustries
inthemanufacturing sector of that particul ar state,
comparedto India smanufacturing sector. Onthe
other hand, if thelocation quotient of aparticular
industry isless 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 changesin therelativeimportance of the state
with respect to that industry. In other words, the
location quotient explains the localisation of the
particular industry inagivenstate. It al so suggests
that moreindustrialised stateswould haveawider
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industrial baseintermsof having alarger number
of industries with the value of location quotients
higher than one.

L ocation quotients have been estimated from
1998-99 to 2011-12 for all states’/UTs based on
number of workers. Table 16 represents codes of
theindustrieslocated; 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 localisedin any state/UTsfrom 1998-99to
2011-12 (See Annexure A for Location Quotients
of the state for all theindustries 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 yearshavebeen categorised asdislocated
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
industriesfor all the years.

Delhi’sindustrial 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, el ectronic 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 L ocation Quotients of the States’UTs Based on Number of Workers

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

) @ (©) )
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 24f 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,
other non-metallic mineral productsand el ectrical
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
t02011-12 in Goa. In Uttarakhand, chemical sand
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 instrumentswere dislocated. In Maharashtra,
paper and petroleum related industries indicated
dislocation while in Gujarat rubber and plastic
productsand el ectrical 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 Industriesin 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
theconcentration of firmsinindividual 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 stateand
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
industriesareequal in sizewithin 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 acrossindustries
and then dividing the resultant by 100.

S
HHI:'=1100 ...(5)
where,

P, = Percentage share of particular variable of
ith industry in that of the manufacturing
sector of the state.

A higher value of HHI impliesthat industry is
enjoying ahigh 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 industriesare equal insizein
the manufacturing sector of the state then HHI
will be about 4.55 percent.? 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 islessconcentrated but 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.
Thehighest value of HHI is100 which imply that
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there is only one industry in the state. Any
decrease in the value of the index implies that
thereisarisein 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 al industries in the manufacturing
sector of al states’UTs over the period from
1998-99 to 2011-12. Generally, the size of the
industry ismeasured in terms of employment but
with rising capital intensity we preferred to use
other additional variables such asvalue 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
industriesimplying abroad 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-
trationwithrespect toall variables. From 1998-99
to 2011-12, Uttarakhand experienced drastic
depletion in the concentration of industries con-
sidering all variablesin the sector. Along withit,
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
tovalue of output and capital whereas decreasing
withrespect to number of workersand grossvalue
added. It isdueto 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 fluctuationsin 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 shiftsintheir industrial concentration over
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