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Structure of Emplioyment in Indian Industry:
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The broadening and deepening 6f industrial activity and in parti-
cular the growing importance of modern intermediate and capital goods
industries -- many of these establighed for the first time sin;é Indepen-
dence -- has bean widely recognised as indicators of the major structural
changes  which have occurred in Indlan Industry during the last 3-4 decades.
Important as this is, it gives us but a partial pictuie of structural change
limited to the organised sector of iﬁdustr&. To get a more complete picture
we need also to look at the changi.g relativé importancé of factories and of
6tﬁer forms of organisastion (non-household and h&usehold épterprises) in
¥articular branches of industry and in the industrial sector as a whole. This
is what the present note sctg ot oo, Yhile the available data are far
from adequate, they do zhow that significant chunge has taken place in terms
of a relative reduction in the size of the traditional, household forms of
production; a marked efpansion in the non-household form of enterprise; and

a tendency for greater concentration of mamufacturing activity as a whole in

urban areas.

Data Sources and Limitations

Our major sources of data ave the 1961 Census Economic Tables and

the 1981 Census® Key Population Statistics based on 5 per cent Sample Data;



the Labour Bureau's Statistics of Factories (SOF) brought out annually
which gives employment in factories registered under the 1948 Factories
Act covering units employing 10 or more persons with power and 20 or
more persons without power and those specially notified by the State
government; and the Anmual Survey of Industries (ASI) data on the large
factories (that is those employing more than 50 workers with power and

100 workers or more without power).

The problem of inter-censal comparability on account of the
change in definitiqn of worker is well known. This is particularly-
serious for the 1971 census dataﬁ even after efforts at adjustment, the
Census estimate of workforce in 1971 are underestimates and cannot be
used to infer about changes in size and composition of employment between
1961 and 1971, The 1981 census conceéts are by and large comparable with
the 1961 census. The subsequent discussion relates to changes between 1961

and 1581,

The 1961 and 1981 census give the total number of persons employed
in manufacturing (that is Divisions 2 and 3 of the Industrial Classifica-
tion) by sex and rural/urban breakup, classified into household and non-
household industry. It may be noted that the 1981 Census adopts the concept
of 'main' and 'marginal’ workers, the latter beiﬁg those who have workédany
time in the year preceding the enumeration but noé for the major part of
the year. While the proportion of marginal workers to total workers is
relatively low for males (less than 2 per cent) for females it is as high

as 29.0 per cent, the overall average Being 9.0 per cent. An exclusion



of these workers would cortainly 1. Focs comparability with the 1961
census. Fortunately, we have for all-India, the percentage distribution
of marginal workers ~- male and female -~ by industrial division (and
within manufacturing by Househeld Tndustry and other than Household
Industry). This information is used to estimate marginal workers in

both household and non-household industry which are then added to the
main workers. This procedurc however is possible as of now only for the
country as a whold; similar adjustnent for rural/urban areas and for
indlvidual states can be made once the relevant census tables are available.
Nor is it possible to analyse the composition of manufacturing employment
in terms of household, large factorics and the middle sectors at the dis-

aggregated industry level.

This again has to await the publication of detailed tables. For
the present our anaslysis is for the manufacturing sector as a whole. It
may also be noted that since the 10’1 census did not cover Assam the study

of changes for all-India relatc to all states excluding Assam.

The non-household sector comprisces two categories 'registered
factorles" and “others'. Data on factory employment are available from
the Statistics of Tactories (SOF) and the /Annual Survey Industry (ASI). In
terns of concepts, ASI data arc better in that they include all catepgories
of employees and arc closer to the number on roll than the average daily
empleyment figure (given by SOF). A major limitation of both sources is
the serious under-reporting (largely due to under reporting and undercoverase)
of small factorics: Though all establishments cmploying 10 or more with powér

and 20 or more without power are supposed to be registered under the Factories

*"However, with some adjustment we have given state wise data also at the
aggragate level, .



A4ct, a large and apparently growing proportion of units mostly concent-
rvated in the smaller sizes, escape registration, The estimates of employ-
ment based on g0P therefore understate the growth of the factory sector aﬁd.
in particular, of small factories relative to non-factory non-household

industry.

In view of the above we have divided manufacturing into three broad
sectors: household, large factoriess and the rest. The last category compri-
aing of the factories which fall out of the scope of the census secéor of
ASI and the non-factory segment of the non~household sector is estimated és
the difference between total non-houschold employment as reported ip the
census and the number of employees in the large factories as estimated from
the ASI. Since marginal worker distribution is mot available separately for
rural and urban areas even erlall India, an analysis of rural-urban distri-

bution of different categbries of manufacturing is limited to males.

Distribution of Employment in Manufacturing

Table 1 gives the distribution of the workforce in manufacturing as
between household, non-household including the factory sector for 1961 and

1981 (excluding Assam).

Total employment in manufacturifig has rigen from 17.5 millicn (9.6 per
cent of total workforce) in 1961 to 26.6 million (10.9 per cent of the work-
force) in 1981, Over the same periocd, employment in household industry
declined somewhat in absolute terms from 9.7 million to 8.6 million. 1In
relative terms the decline is quite sharp: in 1961 household industry accounted

for 55 per cent of total employment in manufacturing; in 1981 its share had gone



Table 1: Distribution of Workers (Actual and Percentage) in Manufacturing by Household, Non Househcld and Facteory
Estnblishments - 1961 & 1981

Actual Employment Absolute

——

As percentage As percentage of'S bercentage
Manufacturing Total Non-Agri- of All Werkers

(in '000) Increase werkforce  cultural Bmploy- 1961 1981
1961 1981 1961-81 g 1961 ment
1961 1981
snufacturing ~f which L7,52°C 26,592 + 9,088 1uC.0 100.0 31.83 33.1 9.6 10,98
(51.8)
. Househcla I..lustries 0,651 8,573 - 1,078 55.12 32,2 17.3 10.7 5.3 3.5
(~12.6)
. Nen~Houschell Industries of which 7,972 18,019  +10 147 uy, g 67.8 4.1 22.5 .3 7.4
(128.9)
i, Tactsry Sector (SDE)# 3,597 6,895 + 3,398 20,0 25.9 5.3 8.6 1.9 2.8
i1, rarre Sccle Factery Units (ASI)® (3,050) -(6,065) : 3,015 27,4 22.8
(98 8)
1ii, Non Faetory@ 4,375 11,124 + 6.749  25.0 41.8 7.8 13.9 2.4 g.5
) (15%,3)

Sources: 1, Census.of India, 1961 Part II - B (i) Gen:ral Eccromi~s Tebles
2, Teneus of India, 1281, Papcr 2 of 1983, Key Populxtion Stetistics based on 5 percent Sample data

-

Notes:

e a

e R F W

Re‘ers toc 197S-80,

(=Y

in lustry workers.

Both 1961 and 1981 exclhCe Assin
Fizures in brackets indicate percentage change between 1931-81.

Ob*ained >y deducting the SDF cata on factery employment frow the Census estimate of non~household

gssLz

Statistics cf lactories, Labour Bureau, 1961 and Porbet Book of Labour Statistics, Labour Bureau, 1983.
Armual Survey of Industries, Census Sector, 1973-80.



down to 32 per cent. In the non-houschold segment of industry, gmploy—

ment in establishments not registered under the pactories Act rose faster
than that in registered factorias. Within the factory sector, reported
employment in small factories ( 50 workers with power and 100 workers
without power) rose roughly at the same rate as in large factories, though
among the latter, the very large ones(that is, those employing 5000 + workers)
seem to have expanded faster than average (See Table -2). H§wever considering

Table 2: Size Distribution of Employment in Factories

(in percent)

Bmployment Average of 1976-77 to
Range (Nos) 1961 | 1978-79
0 - 49 15.2 15.0
50 - 99 8.2 8.4
100 - 199 20.9 21.0
500 - 999 11.1 10,4
1000 - 4999 32.9 29.0
5000 and above 11.6 15.1
Total 100.0 100.0

Source: Statistics of Pactories, 1961 and ASI, Summary Results
for tha Factory Sector 1976-77, 1877-78 and 1978~78.

that there is a sizeable and growing under registration of small factories,
it geems likely that employment in this category recpresenting the better
organised and equipped segment of non-household industry) has grown faater

than the large-factory sector. These data suggest that employment in the



"middlersector that is, between the wusehcld and large factory sector
(comprising non-household industry outside the :actory sector and the
small factories) has increased much faster than employment in the large
scale factories. Employment in household industry has in fact declined
in both absolute and relative terms. The shift toward the'middle" sector
in terms of employment is quite striking: In 1961, workers in non-household
induétry other than large factories amount to 5 million, or 27 per cent of
total non-factory employment the corresponding flgures for 1981 being 12

million and 45 per cent respectively.

There is alsc a marked change in the distribution of manufacturing
employment between rural) and urban areas and in the relative impbrtancé of
different forms of manufacturing within each (See Table 3). For reasons
mentioned, the relevant comparison has to be limited to male workers, but
since they comprise the bulk of the workforce in manufacturing, the overall
.plcture may not be drastically diff cent: Total employment in manufacturing
rose much faster In urban areas than in rural areas. As a result, the share
of the latter in total industrial employment fell from 51 per cent in 1961
to 43 per cent in 1981. Much of ihis reflects the decline of rural house-
hold industry employment which fell by some 15 per cent hetween 1961 and
1981. Interestingly, over the same period, employment in household industry
rose 40 per cent in urban India,'and in 1981 accounted for 30 per cent of
total employméht in household inﬁustry for the country as a whole compared
to 20 per cent two decades earlier. In the case of non-household industry
both rural and urban areas have registered growth, the growth in the former

seems to be much greater than in the latter.



Table 3: Distribution of Male Workers in Manufacturing by Rural /Urban
Breaokup and Type <f Establishment

Porcentage Increasg

1861 1981 1861-81
R U T R U T R ¢ T

1. Manufacturing| 6,680 6,369 13,049 (9,161 12,321 21,481} 37.1 93.5 64.6!!
of which (51.2)(48.8) (100.0) [(42.6) (S7.4) (100.0

a. Household | 4,639 1,228  $,864 (3,932 1,716 5,647 p15.2 40.1  -3.7
Industry | (79.1)(20.8) (100.0)|(69.6) (30.4) (100.0):
I
b. Non-house-| 2,041 5,144 7,184 |5,229 10,605 15,834 §56.2 106.2 120.4

hold Indu-
stry (28.4)(71.6) (100,0) [(33.0) (67.0) (100.0)

Source: Same as Table 1

Note : Fipures In brackets refer to rural/urban break up of the
workforce in percent,

These trends are to be found in most parts of the country. The aata
presented in Tnble 4 shcws that betwcen 1961 and 1981 total manufacturing
employment has risen in all states, while employment in household inéuatry
has recorded an absolute decline in 10 out or 13 states and declined in
relative terms in all of them. The “middle sector" employment has in general
{9 out of 13 states) risen faster thén in large scale factories and so has

its ahare in total manufacturing employment.



~Lvwog S{ J &J3YM $TRICI

ST 1

N

21¢3s yoes uy

ffﬁz |

-

d

U L + hcdw: L o Oo1aRa syl aA.@mendeAE uLaq sey

Ar=23eaedses hhum:ora ployasnoy~uou puw m&uaﬂUC4 PloyosSnoy UT (UTEW) SJoXJI0oA ATBW3F O BIEWTIISD 24 “83VIS YIDD JC3
13usTASNLpe 3UTROTTCF 943} Spew a2y »M “JeTndTided Ul 9040F NALM STEWRF 2Yi JO UoSTIudidd $309FFP STYL LOUTH

‘12A27 apnum Y3 1E BTT=ITRAUV 30U ST 1861 IoF dnoad Lzisnuput AQ saaxszom [wUurdacw * X031 9yl UT PLRUOTIWOW sy °
‘PTOY2SNOY 0AUT DDICIHIOM SUTANIORINULL T30l Jo dn Neaaq edejuadaad c) JI9FIL £1@0RAQ UT SHOINBTL °

bDToyasnoy~-uoy

N

"p2LTISD U2ag ApRsJdy? sey ,I931902§ 1P ST, *T texey
_ 1 2TRY 8¢ 9LTE 92403
(L' LL) (8" rh) pa  (£722) (8°nL)  (5°9€) (1°52)
ghoz Z8TY ©398 L8S se9z 0CET T8I 649 Zrh 29LT T23usg 31say
(Z°985) (2 8¢) o (8714) (5°58)  (£'%2) (5°19)
ZLLT n9TT 309 2Lzt AhCE 102 &hS 4Y4 8ShT 652¢ d'n
(Z2°89) (5°6h) 1 (871€) (L°zn)  {e°1£) (e°Ls)
LS02 6LnT 8LS 196 8T0€E 6h8 z29 L2z T 0661 PR TTWe]
(€°29) (6°Lh) Tar (L Le) (L7€€)  (1°52) (£793)
csY 00S 0S1 heg #ho1 ZLt 82T th 8ee 0Ts feyyselay
(9°6m) (e7s¢€) ¢-ht (1°0S) (8°6T)  (%°T1) (27h3) .
LhE Lh 00T 2S¢ 689 98 29 he LSh 2ns 2STIQ
(§°68) (1'64%) Lig (S°61) (L°€9)  (s°1€) (€£°9¢2) .
65L2 €8¢t 9Lat €93 eThe hCET nss 659 EnL Lhoz EJasparyeR
(L'e9) (L'88) 51 (£°9n) (0°0€)  (87C2) (0°eL) . L
16 659 §ST 85L ZoLy LEE ¥4 Z0T 164 8¢IT d'w
(8752) (6°99) b-3L  (2°he) (€°2¢)  ($71€) (L7L%) .
nC6 £L9 az2 882 2511 5¢5 68¢ ont Z8h TI0T ETTION
(8°€9) (§°Ln) <9y (€r9g) (h'nt)  (1°2€) (9749) .
zzZ11 SE8 182 9v g 8SLT 1Zh SOE 917 82§ 646 Il JRUALY
(G 6L) (T°¢5) b-ge  (0712) {L"9h)  (9°9¢) (£°€5)
LS £he 7Tg 562 AR ©Se 542 SL Qoh RGL wuedai pue qelung
(8°28) (T°ES) LbY  (2L1) (¢°£9)  (8°32) (8'9%) -
9941 Zhe 9zs 90¢ hLiLT 9ES 822 80€ AR 818; 3egeng
(8°09) (h°3¢g) S5EC  (1'eE) (1°2¢)  (8°97) (6°Ls)
aes 625 0Te LES SLE 9zh 052 94T 106 LZET Jeytd
(0°€s) (0°%e) bl (0 ¢h) (0°sz) (s°¢L (0°52)
1087 hes LSh £GTY hahg gLh nee et 8Zht hC3T &
AIlsnpul yg ,,dc309g Sa1a0398] AX3Snpuj 90400 UH~UON 103035 S3TI0302] AIASNpuUy SoJ0IdoM
~UON TU30L  2IPPIK, a3de] HH SIW Te30L T210L (3IPPTW, 98aeq MK 2IN T304
1861 1961
(00G uT) 186T PUZ 7961 3Jwapwlordug Buranidseynuey jo UOTINQTIIES TG S TH+33013

Th ATqRL



10

It needs to be noted however that these tendencies'arc not
uniformly strong across the atates: At least 3 states (Karnataka,
“Rajasthan and West Bengal) report a significant rise in household
industry employment; and there are wide variations im the raté of its
decline among the remaining states. The growth of employment in the
middle sector again vapries: it is about 75% in Kerala and more than

300% in Gujarat and Orissa. The tendency for the relative aexpansion

of the middle sector is stronger in some states (notably Andhra and Orissa)

than in others (it being quite weak in West Bengal).

Before discussing the possible fac£ors contributing to these
changes, we may briefly note their implication for the estimate of income
generation in manufacturing. The official estimates of valué added in
the large scale factories is based on data collected a census basis on
by the Annual Survey of industries, and may be considered the most reli-
able. There is ofcourse the question whether the data are accurate, but
in so far as the degree of under reporting bias has mot changed systemati-
cally over time, it probably gives a fairly corvrect picture of growth in
this sector). The growth of output in the small factories, estimated on
the basis of employment as reported by the Inspector of Factories, is almost
certainly an under-astimate. The CSO estimates of income from the non-
factory sector is known to be weak. But the CSO does give estimates of
value added per worker in the bage year for different segments of this
Sector namely, urban non HH, rural non HH, urban HH and rural HH. Ewven
if the value added per worker in each segment has not changed, the change

in the distribution of workers among them would affect the weighted average
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valpe adde@. A rough calculation based on the census work force data for
1961 and 1981 suggeste that with no chanée in'productivity in individual
segment s ,value added at comstant prices should have at least doubled in
the last 2 decades. The growth is probably considerably faster In so far
as thefe is téchnical change (one index of which would be the extent of
use of pbwer)ézzi productivity levels in the unregistered sector or at
least some Segment of it must be rising., We would have é better basis

to Judge this once the tabulations of the establishmentis census become

-available.

Contributopy_Pactors

The above analysis oflthe census data on the distribution of
manufacturing émploymenf by different typeé of establishment focuses
on a structural change of wider scope and dimensions than is captured
by much of the available writing on changes In India's industrialvstru-
cture which are confined to the orgaﬁised; large scale segment of industry.
The census data clearly indicate a marked ‘shift from household industry
towards pon-household forms of manufacture; and towards better organised
technitally advanced forms as well as the swélling of the middle rungs
of manufacture béfweeﬁ househoid'entevpriaes and large factories. How
much of it refiects the shift in the composition of manufaqturing produ-
otion and. how much shifts in particular lines of industry cannot be esfa—

blished with available data, But there is enocugh material on textile
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industry to show that such shifts (and the accompanying changes in
skills, materials,products and organisaticn) have taken place in tradi-

tional industries on a massive scale: (3ee Lg Jain 1983).

A great deal of work would be needed before the nature ond extent
of these changes and their incidence as bctween regions and industries
can be adequately mapped. However, one can pnint to o number of general
factors, including govermwent policy, which could have contributed to the
evolution of industrial structure in this fashion: To begin with, the
expansion of the transport network facilitates the integraticn of pural
marketgand, inlgi; as this rc@pces transport cost and there are economies

it

of seale and specialisation, Anduces a shift of traditional industry to
urben areas. This tendency would be reinforced in a situation where the
introduction of substitutes for prcducts of traditional industry and of
new products puts traditional industry under pressure, forcing it to raise
efficiency by better organisation, better equipment cte. The substitution
of metal and plastic for carthenware,

rubber and plastic for leather in footwear, and synthetics in place cof

cotton are examples of this process.

Government policy has sought to protect and encourage small industry
on grounds of promoting employment. Large industry is taxed at a higher
rate and in several cases expansion cof ecapacity in this sector is prohibited
while small units ave taxed, if at all, at a lower rate, and/or given a
variety of encouragements (including subsidies prcference in government
purchases, reservation of sphereSof production exempticn from licensing,

priority in allocation of scarce materials, 2nd technical and financilal
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on
assistance[libeval terms), This has unquestionably been.a powerful

stimulus to the cxpansion of the &mzll scale sector velative to large
factory production over a wide range of industries. However within the
small sector the policy has evidently worked more in favour of better
organised units using relatively medern techniques rather than thecse
using traditiona) highly labour intemsive methods. To this extent the
intention of the pclicy ~-~ which was cxplicitly to protect and cnccurage

the traditiona}l sector -- has not been recalised.

There are cssentially two reasons for this: In the first place,
‘state policy did not adequately recognise the technological and organi-
sational differentiation within the small scale sactor or by the time it
did (as in the case of weaving and printing of cloth, matches, soap ete.),
vested interests had developed sufficient strength to restrict the state's
freadom to take corrective action. Moreover as the cxperience with differen-
tial excises has showd it is extra-ordinarily difficult to administer a
‘system of discrimination betweon different tiers of smali industry. The
difficulties are the greatér-and this brings us to the second reason --
when the technological superiority of the relatively mechanised techniques
(1ike power loomsspower operated rice and flour milling machines, and oil
mills) combined with the.large wage difference between organised and un-
organised sector makes the non-household small scale units decisively more
profitable from the view point of private enterprensur;: That in many cases
(including textiles) the modern, mechanised techniques require not only less
labour per gnit of output but also less capital has been widely noted long

back (See e.g. P.N, Dhar).
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The superiority of these techniques may also be due in
significant measure, to the fact that they cut down waste in use of
materials and produce a better product. These technical advantages
ere of course available to larce factories, both small and large
factory type establishment, and the latter may in scme cases also
have economies of scale, But the larger factories have the
disadvantags of higher wages, higher taxes and production quotas,
Private investors have the option of expanding production in the small
scale sector using similar technlques and take advantage of lower wage
rates, lower costs of observing regulations under various enactments as
well as lower taxation. Thias can be done eitherlgg;ectly establishing
small scale plénts or theough subcontracting to producers in the small
sector. Both seem to have happened during the last twoa decades and

probably account for the bulging of the non-houschold urban small scale

units relative te both facteries and traditinnal hcusehold cnterprises,

The absolute ‘decline of household industry and the relatively

large growth of non-~household forms in rural areaslgiobably a reflection

of the decline of traditional industry under the combined impact of (a) the
progressive integraticn of rural arezs into a wider markaet; (b) the dis-

piacement nt traditional products «f village industry (utensils, clﬁth)

by modern substitutes made in urban areas; and (c) the displacement of

traditional techniques by mechanised techniques (mostly in processing of

agricultural produea). At the same time new industries have alsc éoﬁe

up (sugar and other agro based manufactures, workshops and perhaps even

plants using mostly non-agricultural materials). What the relative
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importance of these factors has been, and how they have been mcdified
by the pace of increase {n rural inc-mes, are questions which call

for much cloaer atudy.
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