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Abstract

The industrial sector play s a significant role in boosting the overall
economic growth of an economy. The small and medium scale industries
set-up by the entrepreneurs in different states and Union Territories of
India have contributed to the increased shares in the overall production,
fixed investment, exports, employment and capacity utilization of SME s
Units etc. The importance of industrial sector in providing large-scale
employment is of paramount importance. The policy framework right
from the First Plan has highlighted the need for the development of
industrial sector keeping in view its strategic importance in the overall
economic development of India. In this paper, the overall growth and
performance of industrial sector has been examined in depth on the
basis of the different parameters such as annual growth rates of
industrial production, net capital stock in industry, industrial investment,
highlights of some industries (automobiles, textiles, sieel, cement, tourism,
electronics & computer technology), so as to determine its impact on
the overall economic development of India.

INTRODUCTION

Industrialization plays a vital and crucial role in the economic development
of a country. It is simply because no economic development is possible unless
the economy has a wide and strong industrial base. Under-developed economy
like India is not an exception to it as Industrialization plays a major role in their
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economic development. Industrialization in under-developed economy acts as
an instrument both for creating capacity to absorb excess labour power and of
catering to the diversification of the market required at higher stages of economic
development. The economic development is synonymous with Industrialization
especially for the development of small and medium industries. Rapid
Industrialization is favoured because it is only through Industrialization that the
national income can be increased. Industrial goods have better export potential
and hence contribute to self- sufficiency and self-reliance. Besides, industrial
development provides a base on which the superstructure of economic
development can be built- up. That is why “Industrialize or Perish” has been a
popular slogan for the under-developed economy like India.

OBJECTIVES OF THE STUDY:
The broad objectives of the study are:

1. To study the growth and performance of industrial sector in India in the
changing economic environment.

2. Tostudy the annual growth rates of industrial production in major sector of
industry.
To study the role of industrial sector on the economic development of India.
4. Toanalyze the growth pattern in Indian industry with special references to

automobiles, textiles, steel, cement, tourism and electronic and computer
industry.

RESEARCHMETHODOLOGY

The present study is based on secondary data. Secondary data were
collected through unstructured interviews with the senior level functional managers
of the studied organizations. Besides, data in the form of company reports, printed
appraisal formats, instruction manual &other records were obtained from the
organizations under study.

PATTERN OF INDUSTRIAL GROWTH

Table: 1 indicates Annual growth rates of industrial production in major
sectors of industry. The rate of growth of industrial sector as measured in terms
of Index of Industrial Production (IIP) during April-December 2005-06 was 7.8
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per cent compared to a growth of 8.6 per cent in the corresponding period of
2004-05. Impressive performance of the manufacturing sector, which grew at
8.9 per cent during this period, largely contributed to this performance. A moderate
deceleration of 0.8 percentage points in the growth rates of IIP in the current
year was due to a decline in the growth rates for mining and electricity sectors.
Decline in the rate of growth in the mining sector from an average of 4.4 per cent
in 2004-05 to 0.4 per cent in the current year so far was partly due to a fall in the
levels of crude oil production as a result of a fire accident in July 2005 at Mumbai
High North Platform. The electricity sector also witnessed a moderate slow down
in the current year, which could partly be attributed to a shortage of gas and coal.
Inadequate investment in these two sectors affected the capacity additions and
contributed to this shortage.

Period Mining & Manufa- Electricity Overall
Quarrying cturing

Weights 10.47 79.36 10.17 100.00
1995-96 9.7 14.1 8.1 13.0
1996-97 -1.9 7.3 4.0 6.1
1997-98 6.9 6.7 6.6 6.7
1998-99 -0.8 4.4 6.5 4.1
1999-00 1.0 7.1 7.3 6.7
2000-01 2.8 53 4.0 5.0
2001-02 1.2 2.9 3.1 2.7
2002-03 5.8 6.0 32 5.7
2003-04 5.2 7.4 5.1 7.0
2004-05 4.4 9.2 5.2 8.4
2004-05 # 5.1 9.2 6.4 8.6
2005-06 # 0.4 8.9 4.8 7.8

# (April-December)

Table 1: Annual growth rates of industrial production in major sectors
of industry (Base: 1993-94 = 100)

Source: Economic Survey 2005-2006.
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Table: 2 indicates Growth rates of industrial production by use-based
classification. With respect to use-based classification of industries, the growth
rate in the capital goods sector in April-December 2005 at 15.7 per cent indicated
a substantial improvement over the growth of 13.8 per cent during the same
period last year. Consumer goods, both the durables and non- durables segments,
also recorded improved performance with double-digit growth in the last two
years. The turn-around in consumer durables since 2003-04 continued. In April-
December, growth rate of basic goods remained at 6.0 per cent, which is the
same as that of the corresponding period in 2004-05. Intermediate goods,
however, witnessed a deceleration in growth.

Sectors (Weight)|1999-12000-)2001-) 2002-)2003-| 2004- | . April-
00 | 01 02 | 03 [2004| 05 |December
2004-05
2005-06
Basic Goods 35.5 55137126149 54 5.5 6.0
Capital 9.3 69 | 18 | 34 |105]13.6] 139 6.0
Goods 26.5 88 14715139 | 64| 6.1 13.8
Intermediate | 28.7 57180 (60| 7.1 7.1 [ 117 15.7
Goods 5.4 1411145115 63 | 11.6 | 143 6.9
Consumer 233 321 58 | 41 | 120 5.8 [ 10.8 2.2
Goods of 100 671502757 | 70| 84 11.4
which 12.2
(Consumer 15.3
Durables) 13.6
(Consumer 10.0
Non- 1.7
Durables) 8.6
IIP (Index of 7.8
Industrial
Production)

Table 2: Growth rates of industrial production by use-based
classification Sectors

Source: Economic Survey 2005-2006

Table: 3 indicates Growth rates of industrial production by broad groups of
manufacturing. Within manufacturing, performance varied across the various
segments. At a two-digit level of desegregation of the manufacturing sector, as
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Sectors Weigh|2003|2004-| Apr|May|Jun|July|Aug| Sep | Oct|Nov(Dec.|2004-[2005-
04 | 05 05 | 06
Apr-| Apr-
Dec. | Dec.
1.Food Products 9.1 [-05]-04]66]82]3.1]255[-7.4] - [-4.1[47]69][-09]-22
2.Beverages, Tobacco ) 19.6
& related Products | 2.4 | 8.5[10.8]7.6(13.2/29.7|25.1{11.8 23.2[12.6/9.5] 9.0 | 16.4
3.Cotton Textiles 5.5 |-3.1] 7.6 [8.0[10.3]|11.8]10.1{14.0[18.2[12.7[103] 2.1 | 8.2 | 10.2
4 Wool Silk & 13.1
manmade fibre 23 | 6.8 3.5 (10959 {16.6{-3.6|-3.6 56(25|71142|-01
textiles 5.5
5.Manufactoflute & | 0.6 |-4.2| 3.7 |-4.0| 3.1 [4.0[10.7| 6.5 32142(32]-14] 27
other veg.fibre 0.4
Tex.(exc.cotton) 2.5 | 3.2]19.2121.2[29.7[30.6[12.7[25.8 20.0(85]5.7]| 148|186
6.Textile Products 19.2
(incl.wearing 2.7 |68 -84[-60]34[45]/10.9]2.1 -5.0(-4.6]-5.7] -8.5 | -3.8
Apparel) .
7.Wood & wood 2.7 [15.6{105]17.9/ 7.3 [6.6{1.3|59]11.5/8.2(-4.0{25.8| 6.8 | 0.5
products, Furniture
& Fixtures 1.1 |-39] 6.7 [13.5] 9.5 -0.1 2.8 |-1.5{ 0.8 |-0.6{17.4]16.5] 4.1 |-1.6
8.Paper & paper
prods.& Print., 14.0 [ 8.7 145 [11.8{14.8[19.9[ 9.6 8.7] 0.1 [10.2| 3.4{-2.4| 16.1 | 9.8
Pub.& Alld.Inds.
9.Leather and 57 | 45|24 |21]29]64]77(06[125/03]1.5[11.9[ 20 | 338
Leather & Fur
products _ 44 |37 15]25(129/7.6(7.7(13.3/0.6(83]83|162| 1.4 [ 9.4
10.Basic Chemicals | 75 |95 | 54 |18.0[14.315.3[15.6/206]  [16.0{13.4{11.4] 39 [ 150
& Chem. Prodts 77
(exc.prod.of Pet.) R R R R
11 Rubber Plastie, | 28 37| 57 [13[114]-13(1738)-39 11.1105)4.0(-5.1| 6.8 | -2.5
Petro. & Coal 96 [158]19.8[11.8/108(12.0( 7.6 [ 7.3 [-8.2|11.2{10.1|113| 22.3 | 105
‘I’;°N“°SM " 40 170 4.1 [125{14.7]119] 5.1 |11.6]  [159]11.7]12.1] 3.4 [ 125
i on-Metaliic 26 |7.7[185[9.6]9.3 [14.1(30.2|24.712.6|39.0|18.628.7| 19.5 [ 23.8
ineraly Products 16.8
l3.BaSiC Metals & 34‘5
Alloys Inds. Metal '
Products &
parts,except Mach.&
Equip.
14.Machinery &
Equipment other
than Trans.equip.
15.Transport
equipment & Parts
16.0ther mfg.
Industries

Table: 3: Growth rates of industrial production by broad groups of

manufacturing (Base: 1993-94=100)
Source: Economic Survey 2005-2006
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many as seven sectors, with a combined weight of 34.1 per cent in IIP, grew at
over 10 per cent, on an average, during the period April-December 2005. During
April-December 2004, there were only four such sectors. But, as against only
three sectors (food products, jute textiles and wood & wood products) accounting
for a weight of 12.4 per cent in IIP in April-December 2004, five sectors (food
products, wool, silk & man-made fibres, wood & wood products, leather and
leather & fur products and metal products) with a weight of 17.9 per cent in IIP
had a negative growth in April-December 2005. However, in case of food
products and wood and wood products, there are some signs of growth revival
in the most recent months. Significant improvement in performance was observed
in beverages & tobacco, cotton textiles, textile products, basic metal and alloy
industries, non-metallic mineral products, basic metals & alloys, transport
equipments and other manufacturing industries. The sectors where there has been
a perceptible slow-down were machinery and equipment, other than transport
equipment); basic chemical and chemical products (except products of petroleum
and coal), paper and paper products, metal products (including machinery and
equipment) and wool, silk and man-made fibre textiles. Manufacturing growth
was reasonably broad-based and high growth sectors were either technology-
intensive or with a large export potential.

Table: 4 indicates Net capital stock in industry and the share of public sector.
Capacity addition and improved productivity are the two sources of industrial
growth. From 1993-94 to 2003-04, net capital stock in industries (comprising

1994 | 2000 [ 2001 | 2002 | 2003 | 2004 [CAGR
(Rs. Crore) (%)
Mining 75,199 | 84,061 81,433 | 80,662 | 79351 [ 82,604 | 094

Manufacturing | 504,658 | 956,510 | 1,001,381 | 1,031,305 | 1,070,999 | 1,123,391 833
Electricity, Gas |215,585| 277,539 | 286,758 | 297,942 | 303,762 | 310,832 | 3.73
& Water Supply
Share of the
Public Sector

(%) :

Mining 94.3 93.57 93.13 92.38 92.31 92.77 -0.16
Manufacturing 24.1 14.65 13.73 13.01 12.67 11.72 -6.95
Electricity, Gas 92.8 88.49 87.65 86.28 85.81 85.58 -0.81
& Water Supply

Table 4: Net capital stock in industry and the share of public sector
Source Economic: Survey 2005-2006
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mining, manufacturing and electricity sectors), which can proxy capacity addition,
increased at an average rate of 6.66 per cent per annum. The dominance of the
public sector in mining and electricity continued to persist even after industrial
liberalization and opening of these sectors to private sector participation, Lower
addition to capital stock deprived these sectors of the buoyancy associated with
capacity expansion.

INDUSTRIAL INVESTMENT

Table: 5 indicates Industrial investment. Buoyant business expectations
successfully lifted the investment tempo in the industrial sector. Filing of investment
intentions as reflected in the Industrial Entrepreneur Memorandum (IEMs) for
the sectors, which had ceased to have a licensing requirement, picked up again
from 2003 after near stagnation in the preceding seven years. During last three
years, from January 2003 to December 2005, more than 15,000 IEMs were
filed with proposed intention of investment of Rs.739,637 crore and additional
employment generation of 2.96 million persons. During this period, 351 industrial

Year Industrial Entrepreneurs' Memorandum Letters of Intent (LOIs)/Direct
Industrial Licences (IEMs) (DILs)
Number Proposed Investment NumberProposed Proposed
Employment (in Rs. Cr.) Investment Employment (in Rs.
(000'%) Cr.) (000')

1991% 3,084 76,310 769 923 195 620 2,071 3497
1992 4,860 115,872 13,994
1993 4.456 63,976 703 528 12,845 100
1994 4.664 88,771 829 546 17,937 130
1995 6,502 125,509 1,114 355 14,265 91
1996 4,825 73,278 696 522 29,932 181
1997 3.873 52,379 522 321 9,528 96
1998 2,889 57,389 521 145 3,274 27
1999 2,948 128.892 477 132 827 17
2000 3,058 72,332 411 203 1,042 31
2001 2981 91.234 809 117 1318 14
2002 3,172 91,291 380 89 649 8
2003 3.875 118,612 833 116 1,395 14
2004 5,118 | 267,069 856 100 5,265 21
2005 6,203 353,956 1271 135 2990 23

Table 5: Industrial investment intentions in terms of IEMs, LOIs and
DILs

Source: Department of Industrial Policy & Promotion (DIPP), M/o Commerce & Industry.
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licenses/letters of intent were issued with proposed investment of Rs.9650 crore.
In the post liberalization period (since August 1991) so far, over 66,600 IEMs/
LOIs have been filed with investment intentions amounting to Rs.18, 94,202
core and additional employment potential of 12.0 million.

HIGHLIGHTS OF SOME INDUSTRIES

Automobiles

Table: 6 & Table: 7 indicate the production and export in automobile industry.

, (Numbers in 000)

Category 1999-00 |2000-01|2001-02 | 2002-03 | 2003-04 | 2004-05| 2005-06*
Passenger cars 577 513 564 609 842 961 494
Multi-utility 124 128 106 112 146 249 128
Commercial 174 157 163 204 275 350 178
Two wheelers 3,778 3,759 | 4,271 5,076 5,625 | 6,527 3,568
Three wheelers 206 203 213 277 341 374 201
Total 4,859 4759 | 5316 | 6,280 7,229 8,461 4,570
Per cent Growth 1500 | (-)2.00} 1170 18.60 15.12 16.80 15.86

* Figures are for April-September 2005-06
Table 6: Automobile Production

Source: Ministry of Heavy Industry and Public Enterprises (Department of Heavy
Industry)

The automobile industry maintained a steady annual growth rate of over 15 per
cent in the last four years. With the gradual liberalization of the automobile sector
since 1991, the number of manufacturing facilities in India has grown progressively
to 15 manufacturers of passenger cars and multiutility vehicles, 9 manufacturers
of commercial vehicles, 14 manufacturers of two/three wheelers and 14
manufacturers of tractors. The industry had an estimated investment of nearly
Rs.50,000 crore in 2002-03, which is expected to go up to Rs.80,000 crore by
the year 2007. The turnover of the automobile industry exceeded Rs. 92,500
crore in 2003- 04, and including the turnover of the auto component sector, it
may have well exceeded Rs.1,44,000 crore. The industry also offered substantial
scope for gainful employment — the direct employment creation was estimated to
be to the tune of 4.5 lakhs, and indirect employment at about 1 core. Indian
automotive industry is finding increasing recognition worldwide. While a beginning
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Category 1999-00 |2000-01|2001-02| 2002-03 | 2003-04 2004-05
2005-06*
Passenger cars 23 23 50 71 126 161 87
Multi-utility 5 4 3 1 3 6 3
vehicles 10 14 12 12 17 30 18
Commercial
vehicles
Two wheelers 83 111 104 180 265 367 260
Three wheelers 18 16 15 43 68 67 39
Total 140 168 185 307 479 620 407
Per cent growth (-)12.18 | 20.24 9.74 65.35 55.98 31.25 35.87

* Figures are for April-September 2005-06

Table 7: Automobile Export

Source: Ministry of Heavy Industry and Public Enterprises (Department of Heavy
Industry)

has been made in export of vehicles, the potential in this area is far from fully
tapped. During the last two years, export from this sector has grown significantly
owing mainly to the export of cars and two/three wheelers. Exports of automobiles
as a proportion of total production have increased from 2.9 per cent in 1999-
2000 to 8.9 per cent in 2005-06. For passenger cars and three wheelers, exports
in 2005-06 accounted for 18-19 per cent of total production.

Textiles

Table: 8 indicates Export of textiles. Budgetary concessions, rationalization
of duty structure and assistance under the Technology Upgradation Fund Scheme
(TUFS) started paying dividends in the textile sector. A moderate turnaround in
the performance of this sector has now become visible in increased production.
During 2004- 05, production of fabrics touched a peak 0f 45,378 million square
meters. In the year 2005-06 up to November, production of fabrics registered a
further growth of 9 per cent over the corresponding period of the previous year.
In exports, after near stagnation in 2004-05, better prospects seem to be emerging
in the current year. During April- November 2005 textile exports were at US$
9,309.81 million, up 8.21 per cent from US$8,603.33 million during the
corresponding period of the previous year.
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in US$ million)
Item 2002-03 | 2003-04 2004-05 | 2004-05 | 2005-06 Percent
(April- (April- Variation
Nov.) Nov.)
Ready made 5,689.91 | 6,231.47 6,026.39 | 3,519.00 | 4,185.18 18.93
arment
Cotton Textiles 3,361.44 | 3,599.95 3,283.61 | 2,222.94 | 2,311.20 3.97
Wool & Woollen 50.92 58.28 66.44 295.13 289.88 -1.78
Textiles
Manmade Textiles | 1,417.48 | 1,821.24 1,944.75 | 1,308.80 | 1,140.91 -12.83
Silk 314.10 379.82 405.99 370.65 397.80 7.32
Handicrafts 1,317.92 { 1,085.36 93981 647.95 72345 11.65
Coir & Coir 73.36 77.77 101.57 65.16 78.40 20.32
manufacture
Jute goods 187.57 242.43 270.09 173.70 182.99 5.35
Total 12.412.71] 13,496.31 | 13,038.64 | 8,603.33 | 9.309.81 821

Table 8: Export of textiles
Source: Foreign Trade Statistics of India (Principal Commodities and Countries),Kolkata

Steel

Table: 9 indicates the Production, consumption, export and import of finished
carbon steel and pig iron indicates the buoyancy of the steel sector continued for
the third year in arow. During April- October 2005, production of finished (carbon)
steel increased by 7.4 per cent over the corresponding period of the previous
year to reach 24.25 MT. Additional capacities have been commissioned in this
sector. The apparent consumption of finished (carbon) steel was 21.25 MT,
which was 8.8 per cent higher than consumption in the corresponding period of
the previous year. Exports of finished (carbon) steel during this period at 2.30
MT, however, was down 5.8 per cent from the same period of the previous year.
Steel prices started declining from May 2005 and prices in October were
considerably lower than the May 2005 level. The price of hot rolled coil fell 25.4
per cent from Rs.35,875 in May 2005 to Rs.26,750 in October 2005. Steel is a
critical input to industry and infrastructure. In continuation of the policy thrust to
ensure availability of steel and stabilizing its price through reduction in customs
duty and abolition of special additional duty, Government reduced the customs
duty on non-alloy steel items to S per cent and on alloy/stainless steel to 10 per
cent during the current year.
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Item 2002-03 2003-04 | 2004-05 2004-05 2005-06*
(April-October) (April-
October)
PRODUCTION
Finished carbon steel
Main producers 14.38 15.19 15.61 8.78 9.06
(10.19) (5.6) (2.8) (3.2)
Secondary producers 19.28 21.77 2444 13.80 15.2
(5.6) (129) (12.28) (10.1)
Total 33.67 36.96 40.06 22.58 2426
9.9) 9.7) (8.38) (7.4)
Pigiron 0.97 0.62 0.25 0.56
Main producers 1.11 -12.7) (-35.3) (125.3)
(8.5) 2.80 2.60 1.41 1.56
Secondary producers 4.17 (-32.9) (-6.7) (10.6)
(36.2) 3.76 323 1.66 2.12
Total 5.28 (-28.7) | (1429 (27.80)
(29.4)
EXPORTS
Finished carbon steel 4.51 4.84 4.39 2.44 2.30
(66.6) (7.3) (-9.4) (-5.8)
Pig iron 0.63 0.52 0.40 0.12 0.11
(101.6) (-17.6) | (-24.1) (-11.3)
IMPORTS
Finished carbon steel 1.51 1.54 22 1.11 1.76
(18.8) (2.0) (36.94) (57.0)
Pig iron 0.001 0.002 0.008 Nil Nil
(100.0) | (300.0)
APPARENT
CONSUMPTION 28.89 3117 3439 19.53 2125
Finished carbon steel (5.3) (7.9) (10.3) (8.8)
4.64 3.26 2.8 1.48 1.99
Pig iron (22.4) (-29.7) | (-14.5) (34.1)

Table 9: Production, consumption, export and import of finished

Source: Joint Plant Committee.

Cement

carbon steel and pig iron

Table: 10 indicates the Production of cement. The impressive performance
of the cement industry, both in terms of production and export, continues. Export
of cement in 2003-04 and 2004-05 was 9 MT and 10.6 MT, respectively. During
April-October 2005, exports were 5.10 MT. Installed capacity of production
was augmented during 2004-05 and in view of the growth trend in the last few
years, a production target of 142.0 MT was set for the year 2005- 06. During
the period April to October 2005, production of 82.26 MT (provisional) has
already been achieved. This is 9.39 per cent higher than the production in the
corresponding period of the previous year. Efforts to generate adequate domestic
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demand to meet the excess production capacity available with the industry are
also being made.

Year Production Growth Rate
(in lakh tonnes) (in percent)
2000-01 976.10 (-)0.61
2001-02 1069.00 9.52
2002-03 1163.50 8.84
2003-04 1235.00 . 6.15
2004-05 1335.70 8.15

Table 10: Production of cement
Source Economic: Survey 2005-2006

Tourism

Table: 11 indicates the arrivals of foreign tourists and foreign exchange eaming.
The impressive growth profile of the tourism sector observed over the last two
years appears to be continuing. As per the World Tourism Organization, about
763 million tourists traveled internationally in 2004 and spent about US$622
billion. As per an estimate, tourism accounts for 12.2 per cent of total world
exports and 8.1 per cent of global employment. In 2004-05 the Indian tourism
industry registered a growth of 24.0 per cent in foreign tourist arrivals compared
to the growth of 19.5 per cent registered in 2003-04. Foreign exchange earnings
grew at the rate of 26.4 per cent in 2004-05 compared to 31.4 per cent in
2003-04. Improvement of airports, passenger amenities and emphasis on targeted
tourist segments need to be vigorously pursued to ensure further sustained boost

Year Foreign tourists Estimated foreign Exchange
Number Growthy in Lakh Rate Earnings Million Growth US$
Rate
1997-98 23.71 1.6 | 2914 1.3
1998-99 23.97 1.1 | 2993 27
1999-00 25.05 4.5 | 3036 1.4
2000-01 26.99 7.7 | 3168 4.3
2001-02 24.28 -10.0 | 2910 -8.1
2002-03 24.54 1.0 | 3029 4.1
2003-04 29.33 19.5 | 3979 314
2004-05 36.38 24.0 | 5029 26.4

Table 11: Foreign tourist arrivals and Foreign exchange earning

Source: Ministry of Tourism
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in the tourism sector. The aggressive campaigns of the neighbouring South East
Asian countries, which have been emerging as a major global destination for
business, leisure, religious and medical tourism, need to be converted into a
complementary factor for boosting the inflow of tourists in India. This requires

evolving concrete strategies and improving tourism related information and
infrastructure.

Electronics & computer technology

Table-12 & Table-13 indicate the growth in Electronics exports and
electronics production. Information Technology (IT) and IT enabled business
process outsourcing (ITESBPO) services continue to be on a robust growth

Items 1999-2000 |2000-01 (2001-02 {2002-03|2003-04(2004-05
1. Electronics Hardware 1,400 4,788 5.800 5,600 7,700 | 8.000

2. Computer Software 17,150 28,350 | 36,500 | 46,100 | 58,240 | 78,230
Total 18,550 33,138 | 42,300 | 51,700 | 65,940 | 86,230

Table 12: Electronics exports
Source: Economic Survey 2005-2006

Items 1999-2000 | 2000-01 [ 2001-02]2002-03 | 2003-04 | 2004-05
1. Consumer 11,200 11,950 | 12,700 | 13,800 | 15,200 | 16,800
Electronics 3,750 4,000 | 4,500 } 5,550 | 6,100 8,300
2. Industrial 2,500 3,400 | 3,550 | 4,250 | 6,800 8,800
Electronics

3. Computers 4,000 4,500 | 4,500 | 4,800 | 5,350 | 4,800
4. Communications 1,450 1,750 1,800 | 2,500 2,750 3,000
and Broadcasting 5,200 5,500 | 5,700 | 6,600 | 7,600 8,800
Equipments 28,100 31,100 | 32,750 | 37,500 | 43,800 | 50,500
5. Strategic 17,150 28,350 | 36,500 | 46,100 | 58,240 | 78,230
Electronics 7,200 9,400 | 10,874 | 13,400 | 16,250 | 19,630
6. Components Sub-

Total

7. Software for

Exports

8. Domestic

Software

Total 52,450 68,850 | 80,124 | 97,000 |1,18,290|1,48,360

Table 13: Electronics production
Source: Economic Survey 2005-2006
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path. Exports of the Indian software and services sector was Rs.78,230 crore
(US$17.2 billion) in 2004-05, up 34 per cent from Rs..58,240 crore (US$12.8
billion) in 2003-04 .The IT exports are likely to grow by 30-32 per cent in the
current year. Output of the Indian electronics and IT industry was Rs.1,48,360
crore during 2004-05, up 25.4 per cent from Rs. 1,18, 290 crore in 2003- 04
.With satisfactory growth of the Indian ITES-BPO sector both on-shore as well
as offshore, export revenues from this sector increased rapidly from US$2.5
billion in 2002- 03 to US$3.6 billion in 2003-04 and further to US$5.1 billion in
2004-05. A major impact of this growth has been on employment creation,
which has almost doubled every year. The number of professionals employed in
India by IT and ITES sectors is estimated at 10.45 lakhs as on 31st March
2005.

CONCLUSION

Industrial development of any economy is utmost essential as it accelerates
the rate of economic growth and leads to the economic development. It creates
alarger and more favourable market for agricultural and industrial products and
tends to break up the relatively stagnant traditional type of agriculture. It also
makes available to the masses a far wider range of consumer and industrial
goods. The need for Industrialization also lies in the fact that at all levels of
production process, other than the final demand level, industrial investments have
more forward and backward linkages with various industries. Industrial
development creates in a society a new intellectual environment, which, being
less bound by tradition, is more conducive to the rise of entrepreneurial class
and through such a class expansion can come by capital formation, financial
management and technological expansion. This benefits agricultural as well as
other sectors of the economy.

The high growth in the industrial sector continued for the third year in
succession. The major driver of this growth in the year 2004- 05 was the
manufacturing sector. The growth of the electricity sector was almost the same
as that of the last year whereas the mining sector showed considerable
deceleration. Somewhat subdued performance of the electricity and deceleration
in mining sector moderated the manufacturing driven industrial growth. Capital
goods maintained a steady increase in its rate of growth during 2004-05. The
sector is poised to increase its rate of growth further during the current year.
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With a perceptible improvement in the investment scenario, both domestic and
foreign, coupled with the policy measures towards further liberalization and
simplification of the norms guiding such investment, the overall productive
capability of the industrial sector, as a whole, is likely to increase substantially.
With a likely pick up in the production of crude oil, the mining sector is expected
to improve its performance in the near future. Recent softening in the price of oil
in the international market, if sustained, would have a positive impact on the
industrial sector. The electricity sector, however, remains a cause of concern as
private investment in this sector has remained almost stagnant. The hardening of
the interest rates could also be another dampening factor for sustained growth in
investment. While various sectors within manufacturing registered an impressive
increase in the volume of production and exports, this was largely input driven
and the growth in total factor productivity was hardly noticeable. Sustained efforts
to remove bottlenecks hindering the productivity and efficiency of the
manufacturing sector would boost the performance of the manufacturing sector
substantially.
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