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INTERVIEW ANGLE

"Is a sub-1% core-sector print a temporary blip driven by a high base and monsoon timing, or
evidence of a structural demand and private-investment deficit that fiscal and monetary policy

have so far failed to repair?"

(® Every fact web-verified against primary sources (https://ujiyari.com/how-we-verify/)

EVIDENT DISTRESS: READING THE CORE INDUSTRIES SLOWDOWN

When the Index of Eight Core Industries (ICI) grows by just 0.5% in a month, it is tempting to file it under
statistical noise. The Hindu’s editorial resists that temptation, and rightly so. Read alongside other indicators,
the weak May 2026 core-sector print is a signal of underlying industrial and economic distress, and the
slowdown in the core sector is a warning that demands attention to demand, investment and industrial

momentum.

“A core-sector growth of half a percent is not a rounding error. It is the industrial economy whispering that
something in the demand-investment cycle has gone slack, and policy ignores whispers only until they

become shouts.”

Why This Editorial Matters for the Aspirant

For a UPSC aspirant, this is a textbook GS Paper 3 case study in reading economic indicators. It links a single
data release to the larger machinery of how India measures industrial output, and to the live policy debate on
reviving growth. The exam rarely asks you to recall one number; it asks you to interpret what a number means

when placed against its peers. That interpretive skill is exactly what this editorial rewards.
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What the Index of Eight Core Industries Actually Is

iyari Current Affairs - u om -, Free{Daily Curr & Stat

The ICI tracks the prodﬁ%ﬁon pelfformancéiyéjﬁ eight industries that sif at'the base of the industrial pyramid.

These are the inputs and energy on which the rest of manufacturing and construction depend.

CORE
WHY IT IS “CORE”
INDUSTRY
1 Coal Primary energy input for power and steel
2 Crude Oil Feedstock (https://ujiyari.com/vocab/feedstock/) for fuels and petrochemicals
3 Natural Gas Energy and fertiliser feedstock
4 Refinery Products Diesel, petrol, naphtha for the wider economy
5 Fertilisers Direct link to agriculture
6 Steel Backbone of construction and capital goods
7 Cement Construction and infrastructure demand proxy (https://ujiyari.com/vocab/prox
v/
8 Electricity Universal input across all activity

Three institutional facts an examiner expects you to know:

® Compiling body: The ICI is compiled and released by the Office of the Economic Adviser
(OEA), under the Department for Promotion of Industry and Internal Trade (DPIIT),

Ministry of Commerce and Industry.

e Base year: 2011-12 = 100, revised in line with the IIP series. (Be alert in the exam to any future

rebasing.)

® Weight in the IIP: These eight industries together carry a combined weight of 40.27% in the
Index of Industrial Production (IIP), which is why they are treated as a barometer of overall
industrial health. The ICI is also released about 12 days ahead of the ITP, making it a leading

indicator.

How to Think About the Latest Print

The headline for May 2026 was an ICI growth of 0.5% (provisional, year-on-year), a sharp deceleration from
1.8% in April 2026. Cumulatively, for April-May FY27, core-sector growth stood at just 1.1% over the same

period a year earlier.

The aspirant’s move here is to refuse the headline and read the composition:
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IStep 1: Look inside the index

e Positive: Steely cement:and electricity.grew.SEhis reflects: contimuing infrastructure and

construction activity, much of it driven by public capital expenditure.
e Negative: Coal, crude oil, natural gas and refinery products declined. These are energy and input

segments, and their weakness hints at soft underlying demand rather than a one-off disruption.

When the energy-and-input half of the index is contracting while only construction-linked segments hold up,

the growth is narrow. Narrow growth is fragile growth.

IStep 2: Trace the transmission

UPSC RELEVANCE

This is the “diagram in words” worth memorising for the exam. One indicator does not move GDP, but the ICI

is the early tremor before the larger reading.

IStep 3: Read it with the demand side

The distress is not only a supply story. The editorial’s deeper point is that weak core output, read with subdued
private capital expenditure (capex) and uneven consumption demand, points to a demand deficit.
Firms invest when they expect to sell; when consumption is patchy, capex stays cautious; cautious capex caps
capacity and jobs; weak jobs feed back into weak consumption. That self-reinforcing loop is what “evident

distress” really names.

The Counter-View (Argue Both Sides)

A disciplined answer never presents only one face of the data. The optimistic reading:
e Base effect: May 2025 was a relatively strong month, so year-on-year comparison flatters the
slowdown.

¢ Monsoon and seasonality: An early or heavy monsoon can compress mining and certain energy
activities temporarily.
e Global energy softness: Lower crude and refinery throughput (https://ujiyari.com/vocab/throughput/)

partly reflect world prices, not domestic collapse.

e Resilient construction: Positive steel, cement and electricity suggest infrastructure demand is

intact, the segment policymakers most directly control.

The honest examiner’s verdict: these caveats explain part of a single month, but a cumulative 1.1% for April-
May shows the weakness is broad and persistent, not a one-month aberration. Both the cyclical and the

structural readings deserve space in your answer.
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Way Forward

t Free Daily Current for UPSC te PCS
The policy prescription should’ r(%ncﬁflf)li‘%lttéda(iltct%? JJiyart.dom,/voca %/ aérlslb?arlted/ ), aﬁhmcked

o Protect public capex as the floor under construction-linked core output, while improving

execution and timely fund release.

o Crowd-in private investment through faster clearances, predictable input costs and policy

stability, so capex no longer leans almost wholly on the government.

o Support mass and rural consumption to repair the demand side that ultimately drives the

investment cycle.

o Use the ICI as an early-warning trigger for counter-cyclical action, so that monetary and fiscal

responses are timely and data-driven rather than reactive.

PYQ Linkage

® “Define potential GDP and explain its determinants. What are the factors that have been inhibiting
India from realising its potential GDP?” (GS3, 2020), the core-sector slowdown is a concrete entry

point into the capex-and-demand constraints on potential output.

e “Distinguish between Capital Budget and Revenue Budget...” and broader questions on public
investment let you connect public capex (the floor under steel and cement) to the way-forward

above.

e Prelims has repeatedly tested the composition and weight of the ITP and the eight core

industries, so commit the 40.27% weight, the base year and the compiling authority to memory.

One-Line Takeaway

A 0.5% core-sector print is the industrial economy’s early warning light; the policy task is to read it as distress
in the demand-investment cycle and respond with calibrated public capex, private-investment revival and

consumption support before the whisper becomes a shout.

Source: Evident Distress: Reading the Core Industries Slowdown — Ujiyari.com | Free UPSC & State PCS Editorial
Analysis

Evident Distress: Reading the Core Industries Slowdown 5/9


https://ujiyari.com/vocab/calibrated/
https://ujiyari.com/editorials/2026/06/the-hindu-core-industries-index-economic-distress-2026/
https://ujiyari.com/

N\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

LTANCE
Ujiyari Current Affairs - ujiyari.com - Free Daily Current Affairs for UPSC & State PCS

A core-sector expansion of just 0.5% in May 2026 is not noise but
a warning signal that India’s industrial engine is losing momentum
amid weak demand and hesitant private investment, and it
demands a calibrated policy response rather than complacency
about a high statistical base.

v SUPPORTING

* The eight core industries carry 40.27% weight in the Index of Industrial Production, so a flat
core print pulls down broad industrial output and feeds weaker manufacturing gross value
added in the GDP accounts.

* The decline in coal, crude oil, natural gas and refinery products points to soft underlying
energy and input demand, which is hard to dismiss as a one-off even when steel, cement
and electricity stayed positive.

* Cumulative April-May FY27 growth of only 1.1% confirms that the weakness is broad and

persistent rather than a single month’s aberration tied to monsoon timing or base effects.

A COUNTER

Defenders argue the low print partly reflects an elevated year-ago base, a front-loaded
monsoon and global energy softness, and that resilient steel, cement and electricity output
shows construction and infrastructure demand remains intact, so aggressive stimulus would
risk reviving inflation.

- WAY FORWARD

Policy should protect public capex while crowding-in private investment through faster project
clearances and stable input costs, support rural and mass consumption to lift demand, and
use the ICl as an early-warning trigger for timely, data-driven counter-cyclical action.
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QUESTION

The Index of Eight Core Industries is described as a leading indicator of industrial momentum. Examine
how a sustained slowdown in core-sector output, read alongside the Index of Industrial Production and
gross value added, reflects weaknesses in consumption demand and private capital expenditure in the
Indian economy. Suggest a calibrated policy response that revives industrial momentum without

compromising macroeconomic stability. (250 words)

INTRODUCTION

The Index of Eight Core Industries (ICl), compiled by the Office of the Economic Adviser under DPIIT, is
among the earliest signals of industrial health, released ahead of the Index of Industrial Production. Its sub-

1% reading in May 2026 therefore carries weight beyond a single month.

BODY

The eight core industries (coal, crude oil, natural gas, refinery products, fertilisers, steel, cement and
electricity) command a 40.27% weight in the IIP, so when the ICI grows only 0.5% in May 2026 against 1.8%
in April, the drag transmits directly to broader industrial output and to manufacturing gross value added in
GDP. The composition of the slowdown matters: coal, crude oil, natural gas and refinery products
contracted, signalling soft energy and input demand, while steel, cement and electricity stayed positive on
the back of infrastructure spending. A cumulative April-May FY27 print of just 1.1% shows the weakness is
broad.

Read with subdued private capital expenditure and uneven consumption, the data point to a demand
deficit, not merely a supply shock. The risk is a self-reinforcing loop in which weak demand discourages

fresh investment, which in turn caps capacity and jobs, deepening the slowdown.

CONCLUSION

The ICl is best treated as an early-warning system. A timely, calibrated mix of sustained public capex,
measures to crowd-in private investment and support for mass consumption can revive industrial

momentum while preserving macroeconomic stability.
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