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Synopsis 

 

The aim of this study is to develop a comprehensive picture of the pattern of energy demand in 

Indian industries. It is motivated by the implementation of Perform, Achieve and Trade, the new 

energy intensity reduction policy in India. The work focuses on seven most energy-intensive 

manufacturing industries, namely, Cement, Iron and Steel, Fertilizer, Aluminium, Chemical, Pulp 

and Paper and Textile. First, we derive the energy intensity trends of these industries for the 

period 1973-74 to 2011-12 followed by an Index Decomposition Analysis (IDA) to study the 

extent to which the energy intensity trends have contributed in the decoupling of industrial 

activity growth from growth in energy use. We find that the declining energy intensity has been 

able to neutralize a major portion of the growing energy demand resulting in stronger 

decoupling trends, especially in recent years. Further we estimate Translog cost functions with 

an embedded energy demand model for these industries during the period 2000-01 to 2011-12. 

While the embedded energy demand model sheds light on the inter-fuel substitution possibilities 

in different industries, the behavioural parameters derived from the estimated cost function 

provide important information on the rate of technological progress in these industries, their 

input use biases and response to change in energy price.  
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