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Struc t w o  of Em@iciyroe~l t  in Indian Industry : - 
Some f inding; :  from Census Data .- 

me broadening and deepening o f  industrfal  activity and in pa*i- 

cular the growing importance of modern intermediate and capital goods 

industries -- many of these established for the firs+ time sin& Indepen- 

dence -- -has been widely recognised as indicators of the major structural 
changes,which have occurred in I n d i a n  Industry during the last 3-4 decades. 

Important as this is, it gives us but'  a partial picture of s.tructw\al change 

limited to  t h e  organissd sector of; industry. To get a more complete picture 
. . .  

we need also to look at t h e  c h a h g f ~ ~ g  relative importance of factories and of 
. , 

other forms of organisat ion (non-household and lw.mzhold enterprises) in 

particular brmches of industry and in the industrial sector as a whole. This 

is what t k t  present note scts v.!.? L.)' ?,fi., Vhile the available data are far 

f r o m  adequate, they do show tht significant chiage has taken place in terms 

of a relative reduction in t h e  size of the traditional, household forms of 

pmduction; a marked expasion i n  the non-household form of enterprise; and 

8 tendency for greater concentration of manufacturing activity as a whole in 

urban areas. 

Data Sources and Limitazions 

Our major sources of data a r e  t h e  1961 Census Economic Tables and 

the 1981 CensusP 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 registeed under the 1948 Factories 

Act awering units employing 10 or more porsons with p m w  and 20 or 

more persons without power and those specially notified by the State 

government; and the Annual Sumray of industries (ASI) data on.the large 

factories (that is thoso employing more than 50 workers with power and 

100 workers or mars without power). 

Tkep~oblem of inter-censal comparability on account of the 

change in d e f f n i t i a  of worker is well known. This is particularly 

serious for the 1971 census data; even a f t e r  efforts at adjustment, the 

Census estimate of wor)cfarce in 1971 are undemstimatks and &mot be 

used to infer about, changes in size and composition of employment between 
T 

1961 and 1971. The 1981 census concepts are by and large comparable with 

the 1961 census.  he subsquent discussion relates to changes between 1961 

and 1981, 

The 1961 and 1981 census give the total number of peraons employed 

i n  manufacturing (that is Divisions 2 an6 3 of the -  Industrial.'Classifica- 

t ion)  by sex and mal/urban breakup, classified into household and non- 

houeehold industry. It may be noted that the 1901 census adopts the concept 

of 'main and 'marginalq workers, the latter being those who have worked any 

time in the year, preceding the enumeration but not for the major pat.* of 

the year. While the pmportion of marginal workers t o  total.wrkers is 

relatively low for males (less than 2 per cent) for females it is as high 

as 29.0 per cent, tho overall average. being 9.0 per cent. An exclusion 



of these workers would cc.;.tninl.y .?.. f nc i .  corlplr7ability w i t h  the 1961 

census. Fortunntely, we h a w  for all-India, tb.:: pwcent41gc, distribution 

of mawinal workcrs -- nalc and female -- by industrial division (and 
within manufacturing by Household Tndustry and other than Household 

Industry). Thi s  i n f o r n a t i ~ n  is used to cstimntz mrlzinaf. workers i.n 

both household and non-houscholti industry which are then added to the 

mzin workers. This procedure however is possibl2 as of now only f o r  thc 

country as a wfioli?; simi.lar adjustr::ent f o r  rural/mbrtn areas and for 

individual states can be made once t h e  relevant census tables are available. 

Nor is it possible to anzlysc the composition of mnuSs.cturing employment 

in terms af household, large factorics and the middle sectcrs at  the  dis-  

aggregated industry l e v e l .  

T h i s  again has to await the p u b l i c . ~ t i o n  of de ta l l cd  tables. For 

t h e  present o u ~  nnelysic is Tor t h e  manufactwing sector as a whole. It 

rn~y also be noted that since t h e  IC"1 census d i d  not cover Assam the study 

of changes fo r  all-India relatc to a l l  s t a t e s  excluding Assam. 

The non-household sector co~priscs -two categories ??registuled 

factories" and ':others". Data on factory employment clrr available from 

the  Ststistics of Factories ISOF) and t h a  Annual Survey Industry ( A S I ) .  In 

terms of concepts, AS1 data m a  better  in t h a t  they include all cateficries 

of employees and arc closar to the number on m l l  than the average daily 

emplcyment figure (civcn by SOP). A major lirnitafion of both sowces is 

the serials under-reporting (largely due to undcr reporting and undercoverage) 

of sinall factorics: Thou.5h a l l  establishments cmployinl: 10 or more with power 

and 20 or more without power are supposed to be reeistered mder tho Factories 

zttowever, with some adjustmevt we have given sta te  w i s e  data also at the 
a g p g a t e  level.  



Act, a large and apparently g r o w i n g  proportion of units mostly concent- 

~ t e d  in the smaller sizes, 'escape rcgistratiori.  I h e  estimates of employ- 

ment based rn sop therefore understate t h e  grawth of the factory sector and, 

in particular, of small factories rel.qtive to non-factory non-household 

industry. 

In view o f  the above we havc divided manufacturing into throe broad 

sectors: household, large factories  and the rest. The last category compri- 

sing of the factories which fall ou t  of the scopd of the census sector of 

AS1 and the non-factory segment of the non-household sector is estimatsd as 

the difference between total non-household employment as reported in the . 0 

census and the number of employees in the larae factories as estimated from 

the A S I .  Since marginal worker distribution is not available sepamtsly for 

rural and urban areas even for all India, an analysis of rural-urban distri- . , 

bution of dif ferent  categories of manufacturing is l imited to males. 

Distribution o f  Enployment i n  Manufacturing 

Table 1 gives tho distribution of tha workforce in manufacturing as 

between household, non-household including the factory sector fir 1961 and 

1981 (excludf ng Assam). 

Total employment in manufacturifig hasr isenfrom 17.5 millicn (9.6 per  

cent of total workforce ) in 1961 to 26.6 nillion (10,9 per cent of the wrk- 

force) in 1981, Over t h e  same period, employment in household industry 

declined somewhat i n  absolute t a m s  from 9 .7  iniUXon to 8.6 million. In 

relative terms t he  decline is quita sharp: in 1961 household industry accounted 

for 55  per cent o f  total employment i n  ~nanufactwing; in 1981 its share had qone 



Table 3: ~ i ~ t r i b u t i o n  cf klcrkers (Actual ad. Percentage) in Manufacturing by Househc~ld, Non Househcld a d  Factcry 

Estzblishments - 1961 6 1981 

s pementa&e As Percenta3e A S  percentage 
All WOPkers Actual mloyment Absolute Manufecturi ng Total ~ y b n - ~ p f -  

(in '000) ' Increase wcckforce &ltural hploy- 1961 1981 
1963 1981 1961-81 1361 1981 ment 

'-muf actur inl: ::: f which 

. Ncn-Hoascbot.! IcSustries cf whish 7,872 18,019 t10 ;11c7 lrlr. 9 67.8 14.1 22.5 4.3 7.4 
(12e. 9) 

I 

i, ~ c c t s r y  3ect.x (SDF)* 3,997 , 6,895 +3,398 20.0 25.9 6.3 8.6 1,9 2 . 8  
R?: 

ii, I . a r ~ e  Scc:le I c ~ c t c q  u n i t s  ( F L S ~ ) ~ :  (3,050) .'(6,065) ? 3,015 17,.L; 22.8 4 
(98 8 )  a 

r:.ir, Non ~ectzy@ 

Sobrceq: 1, Cepsus.of India,  1961 P& 31 - B (i) Genc.~al Ecc::an.Sms 'P&les 
2, Tsnsus o f  mdia , ,  1982, Papcr 2 sf 1983, Key PopuliZL~a S t a t f  stics based <)n 5 percent Samyle d a t ~  
3 ,  Kati*ics cf f actori~s, L&our BBreau, 1961 and -- 3orbet Book of Labour Statistics, L a b c u r  Bureau, 1983. 
4, hrmual. Survey. ~12 ~ndi?&ries, Census Sector, 3.979-80. 

Notes : 1. 23th 1961 and 1981' ~clW3t  Asscn  
7, Fi!q?es i n  brackets inclicgte yc ~ c e n t a ~ e  cbafi~e hctween 1931-81. 

in lustry workers. 



down to 32 per cent. In the  non-hous&old segment of industry, employ- 

ment in establishments not registorad under the Factories Act mse faster 

than that in registered factoriss. Within t he  factory sector, reported 

employment i n  small factor ies  ( 50 workers witb power and $00 workers 

without power) mse roughly at the same rste as in large factories, though 

among the latter, the very large ones(that is, those employing 5000 + workars 

seem to have expanded fastep than average (See Table -2). However considering 

Table 2: Size Distribution of Employment in Factories 

(in percent) 

Rnplo-went Average of 1976-77 to 
Range (No81 1961 1970-79 

5000 and above 11.6 15.1 

Total 100.0 100.0 

Source : Statistics of Pactories, 1961 and AS1 , Summary Results 
for the Factory Sector 1976-77, 1977-78 and 1978-79. 

that  there is a sizeable and growing under registration of mall factories, 

it seems l ike ly  that employment in this categmy representing the better 

organi sed and equipped segment of non-household industry ) has grown faster 

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



"middle~rsector that is, between t h e  io~tsehclt! and large factory sector 

(comprising non-household industry outside the :.,3ctory sector and the 

smaU factories ) has increzsed much faster than employment in the large 

scale factories. Employment in household industry has in fact declined 

in both absolute and mlat ive  terms, The sh i f t  toward the" middlet' sector 

?a t e rms  of employment is quite s t r ik ing :  In i961, workers in  non-household 

Industry other than l a q e  factories amount to 5 d l l i o a ,  or 27 per cent of 

total non-factory employment the corresponding f i g w e e  for 1991 being 12 . 

million and 45 psr cent respectively. 

There is also a mark* change in the distribution of manufacturing 

employment between rural and urban areas and in the mlative importance of 

different forms of manufacturing w i t h i n  each (See Table 3 ) .  For reasons 

mentioned, the relevant.compjrison has to  be l imi t ed  to male workers, but 

since they comprise the bulk of the workforce i n  manufacturing, the overall 

.picturn may not be drastically d l f f  ?ent: Total  employment in manufacturing 

rose much faster in wbcm areas than in mral areas. As a result, the share 

of t h e  latter in total industrial ernploymcnt fell from 51 per cent in 1961 

to 43 per cent in 1981. Yuch of i h i s  ~eflects the dealine of rural house- 

hold industry employment which f&l by some IS pep cent between 1961 and 

1981.  Interestingly, over t h e  same period, employment in household i n d u s t r y  

lose 40 per cent in mban India, and in 1981 accounted for  30 per cent of 

t o t a l  eqloym&t in household in#ustry fo r  the country as a whole compared 

to 2b'per cent t w o  decades e'wlkr. In the case of non-household industry 

both mral and urban areas have registered powth, t h e  growth i n  the former 

seem to be much greater than in the latter. 



M e  : F i p u m s  In brackets refcr to rw.al/urban blvlak up of the 
mnrkforcc in percent. 

rhsse trends a m  to be found i n  mast prts of tho country. The data 

presented in Tnble 4 shcws that between 1961 and 1981 total manufacturin~ 

employment has riscn in a l l  states ,  while  employment i n  household induatry 

has recorded an absolute decline ln 10 out of 13 states and declined in 

&tivc tenas in all of thm. Thc 'LmLddle sector" employmwh has 3n general 

(9 out of 13 states) pisen fnater than in 1-e s ~ l l ~  factories and so has 

I t n  ahare in t o t a l  manufacturing employment. 

P o ~ e n t a g e  Incrnay 
I 

1961-81 
R l! T 

j90l 
R U T 

I 

1961 
R U T 

9.161 12,321 21,401 37.1 93.5 64-61! 
(42.6) (57.4) (100.0 4 
0,932 1,716 5,647k15.2 uo.l -3.7 
'(63.6) (30.4) (100.0); 

5,2211 10,605 15,83b 56.2 106.2 120.4 t (33.0) (67.0) (100.0) 

11. PQnufacturLnp, 
! of which 
t 

; 4. Household 

i 
Industry 

b, Non-hse- 

I 
Indu- 

*rY 

6,6806,369 13,049 
(51.2)(08.8) (100.0) 

4,6391,229 5,864 
(79.1)(20,9) (100.0) 

2,041 5,144 7,104 

(28.11)(71.6) (100.0) 
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I t  needs t o  be noted however that these tendencies arc not 

lmiformly s t rong across the states ' :  A t  1e;is.t 3 states (Karnataka, 

Rajasthan and West Eengal) report a significant rise i n  household 

industry employment; and t h w z  are uide variations In the r a t e  of its 

decline among the remaining stcltes . The growth o f  employm~nt i n  t h e  

middle sector again varies : it i s  about 75% i n  Kerala and more than 

300% in Gujarat and Orissa. The tendericy fop the  relative expansion -- 

of the middle sector is strong2r in some states (notably Andhra and Orissa) 

than i n  others ( i t  being quite weak in West Bengal) . 
Before d b c u s s i n g  the possible factors contributing t o  these 

changes, we may briefly note their implication for t h e  estimate of incane 

generation i n  manufacturing. The off ic ia l  estimates of value added in 

the large scars factories is based on data collected a censw basis on 
I 

the Annual Survey of industries, znd nay be considered the most reli- 

=Me.  mere is ofcourse the question whether the data a r e  accurate, but 

in so fa r  as the degree of under reporting bins h . ~ s  not changed systemati- 

cally over time, it pmbably gives a f s i r ly  comect p i c t u x  of growth in 

this sector) .  Ths growth of output in  the small factories ,  estimated on 

the basis of employment as reported by the Inspector of Facrories, i s  almost 

certainly an under-estimate. The CSO estimates of income fron the non- 

factory sector is known to be wgak. But the CSO does give estimates of 

value added per worker in the baae year for  different segnents of this 

sector namely, urban non HH, rural non HH, mban HH znd rural HH. Even 

if the value added per worker in each sep~nent has not changed, the change 

in the distr ibut ion of workers amonE than would affect the weighted average 



value added. A rough calculation based on the  ceilsus,work force data for 

1961 and 1981. wesk that w i t h  no change in.productivity in individual 
- I 

aegments ,value added at constant prices should have at least doubled in 

the last 2 decades. The 'growth is probably considerably faster fn so f a r  

as there ia technical change (one index cf which would be t h e  extent of 
and 

w e  of pbwer.)/the - productivity levels in the unregiate~ed sector or a t  

leaat'.kome segment of it must be rising, We would have a better  basis 

to 'judge this  once the tabulations of the establishments ceasus became 

Contribut ow Factors 

The above analysis of the  census data on the distribution of 

mamrfacbwing employmen* by d i f f  went types of establishment focuses 

on .a etructural change of wider scope and' dimensions than is capWed 

by much of the *ailable writing on changes 3.n India's industrial  stru- 

ENra wbich are =&fined to the org&ired, large ecale segment of industry. 

The census data clearly indicate a m k e d ' s h i f t  from bowahold ,hdustry 

11on-household f m s  of manufacture; and towards batter 0~gckise.d 

technically advanced forms as w e l l  as the swelling of the middle rungs 

of manufactura batween household enterpri~ea and large factories. How 

much of it reflects the shift  in .the composition of manufactu~ing produ- 

atibn a a d . h o w  mudb shi3ts in particular l i n e s  of industry cannot be esta- 

blinhcid w i t h  available data. But thepa 1s enough material on textile 



industry t o  show that such shifts (an3 t h e  accsmpanyin~. chanzes in  

skills, materials ,pmc!ucts and o r p s n i s a t i s n  ) have taken place in tradi- 

t i ona l  industries on a massive scale: (Scc LC Jain 1983). 

A p d a t  deal of work would he needed before t he  nature and extant 

of these chznges and their incidence as bctwecn regions and industries 

can 5e adequately mapped. However, ona can pr~int  t o  a number of general 

actors, including governrncnt policy, which could have contributed t o  the 

evolution of industrial s tructu~e  in  t h i s  fashion: To bogin with, the 

expansion of the transport net work facilitates the  integrat i c n  of  rura l  
S O  

marketsand, in Far as t h i s  reduces transport  cast and there are oconomios - 
it 

of scale and specialisat ion, - /induces a s h i f t  of  traditional industry to 

wbm areas. This tendency r~ould be reinforced in a s i t u a t i o n  where the 

introduction of subst itutcs for p r ~ d u c t s  of traditional industry and' of 

new products puts traditional industry under prassurc , forcinp it to raise 

efficiency by better organisat ion, beeer  equipment ctc  . The subst ihltion 

of rnet'il and plastic for earthenware, 

nrbber and plastic fo r  leather i n  footwear, and synthetics i n  place cf 

cot ton  are examples of t h i s  process. 

Govermment policy hzs sowht to prctect  and encourage small industry ' 

on grounds of promating amployrr~cnt. L m ~ e  industry is taxed a t  a h ighe r  

rate and in sevcrnl case3 expansion cf capacity in this sector i s  prohibited 

while small units aiae t a x ~ d ,  if a t  all, st a lower rate, arid/or given a 

variety of encouragements ( inclu6ing subsic! ies ,prcf orence in government 

purchases, reservation of sphcresof pr~ductic;n,exemption f r o m  licensing, 

priority in allocation of s c m c e  materials, m d  technical and f inanc ia l  



on 
asaistanc&iberal terms ) . This has unquest ioncably been. a poverful 

stimulus to the expansion of the Small scala sector relative to large 

factory production over a wide ranro of industries ,  Wanever within the 

small sector the policy h ~ . s  evidently wc-rksd msre in f:;7vnur cf better 

organisen units using relatively n~dern t echniqrles rather th.m thcse 

u s h g  treditiona4 highly lnbour intcnsivc nethcids. To t h i s  extent the  

intantion of the p ~ l i c y  -- which was cxhlicitly t o  protect an3 encourage 

the traditional sector -- has not been rcalised. 

There are essentially t w c ,  reasons fo r  t h i s :  In the first place, 

' s ta te  policy d i d  not adequately recopise the technola~ic~il  and organi- 

satbnal d i f f e r e n t i a t i o n  wi th in  t h e  small scale sactor or by the time it 

did  (aa in the casa of weaving a d  pr in t ing  of c l c t h  , matches, soap etc. ) , 

vested interests had devclopecl suf f icicnt st-ngth to restrict the state a 

freedom to take corrective action. Hcreover a9 tho experience w i t h  differen- 

tial excises has shown it is extra-ordinarily difficult to administer n 

.system of discrimination betuecn tiers of small industry, The 

di f f i cu l t i e s  m e  t h e  greater-and t h i s  br ings  us to the second reason -- 
when the technolo~ical superiority of the relatively mechanised techniques 

(like power looms ,pow= operated rice and flour millinr machines, and oil 

mills) combbed with the-large wage d i f f ~ v e n c e  between organised and un- 

o~ganised  sector makes t h e  non-househ~ld small scale units decisively mope 

pmfitabla f r o m  the view point  of private snterpreneur; That in many casca 

(including textiles ) t h e  modern, rnechanised tcchniqws require not only less 

labour pep unit of output but also 3.ess c a p i t ~ l  has bean widely notad long 

back (See e.p. P.N. Dh~ar). 



Thc superiority of these techniques m,qy also be due in 

significant measure, tc, the fact t h a t  they cut down waste in use 3f 

materials and produce a better ~roduct . ~ h e k e  technic sl advat ages 

e ~ e  of course wailable to l w g c  factmi es , both small and large 

factory type establishment, and the lattar may in s m e  cases 3lso 

have economies of scale, But the larger factories have t h e  

disadvmt age of higher wages, higher taxes and production quotas. 

Private investors have the option of expanding pmduction in t h e  small 

scale sextar using similar teghniques and take sdvmtagc; of low- wage 

rates, lower costs of observing regulations under various enactments as 

by 
well as laver taxation. Thi3 can be done oithcr/directly establishing - 
s m a l l  scale plants c\r though subcontr2cting to producers in the s m d l  

sector. B ~ t b  seam t~ have happened during the last two decades and 

probably account for the bulging of the non-household urbsn small scale 

units rclzt ive to both factcries and tradit imal  h~usehold enterprises, 

The absolute 'decline cf household industry Ad. the relatively 
is 

large growth of non-household forms in rural arcas/probabJy a reflection - 
of the decLine of t r ad i t i ona l  industry under the combined impact of (=) the 

p m p s s i v e  in tepa t i . cn  of rural aress in to  a widel* m a r k s t :  (b) t h e  dis- 

piacement 9f traditional products c f village industry (utensils,  cloth) 

by modern substitut~s made i n  urban S F ~ S ;  and ( c )  the displacement of 

t m d i t l a n a l  techniques by mochanised tschniques (mostly in processhg cf 

ag~icultural p ~ u c s ) .  A t  the s m e  time new industries have also came 

up (sugar and other agro based manufactu~ss, workshops and perhaps even * 

plants using mostly mn-agricultural materials 1. What thk ~ l a t i v e  



hpmtance of t k c  factom has bean, and kxrw they have boen wdified 

by tbe pace of h c m e  in rurrll incmes, are questions which cal.1 

fop much closer study. 

1. L.C. Jain, Pcwerlobms kuk a t  Yojans b a n ,  E c o n d c  Polltical 
Yeekfy , Auguat 27, 1903, 

2. P.M. Dhar and R.F. LydaU, The Role of Small Enterprises i n  Inaim 
B&o hmelapment, AfB, Bombay 1961, v 
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