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Abstract

In the hictori¢al evolution of e¢onomies, they grow from primarily
agri¢ultural otoge into inductrial menufocturing ctoge, and then enter
the otage of developed tertiory cervi¢eo cector, with on overbeoring
éontribution to employment ond GDP. But in ¢oce of India, the
economy, ain¢e the e¢onomic¢ reforme, otroight oway londed in the
aerviceo cector atoge without the completion of the ctoge of o mature
monufocturing economy. So in o way Indio okipped the ctoge of o
moture monufacturing eConomy ond thuc remained bereft of mony
externolitiesthat o time-tected monufocturing cector ¢on bectow upon o
ropidly developing eConomy.

Thuo the main objective of our paper ic to highlight the opecifi¢ role
that the monufacturing ¢on play in plugging the illc of the
¢ontemporary e¢onomy of India in itc ¢urrent phoace of development,
like unemployment, ¢apitol formation, okill formation ond diveraity of
production to meet with growing needc of the cociety eConomically.
Thio ic thuc ¢onacictent with the on- going Skill- Indic. micoion ond
Moke-in-Indio programmes, whi¢h ic hinged on improving eace of
doing bucineco ond hoo the potential to ottraét foreign monufocturerc
ond FDI to develop India oo the global hub of monufocturing in the
world.

Keywords: Monufacturing, Indion E¢onomy, Skill-Indic, Moke in
Indio.

Introduction

In the hictori¢al evolution of e¢onomieg, ot low levelo of per Copita
in¢omec e¢onomiec ore primorily ogricultural e¢onomiec whereby
ogri¢ulture éontributesmoximum to GDP and employment. But o6PCI
ricea, leading to o chonge in the pottern of demond fovoring final uce
goods, ond oloo Copitol occumulatec ond lotect internotional
technology ond copitoal become avoiloble, eConomiec tend to
inductrialize, whi¢h in turn begin to ¢ontribute the moximum to
notional in¢ome and employment. However with further ecColation of
in¢omeg, ace¢onomiec achieve high moos ¢oncumption ctoge, people
deaire lecoof monufocturing, ond inctead opend more on cervicesauch
oo, heolth, education, touriom, troncport ond trade cervic¢es, cuch that
tertiory/cervice ce¢tor acoumecprec¢edence over others. Thicthecichac
been widely empirically tected by Kuzneto (1965); Chenery (1979);
Thirlwall (1983); UNIDO (1983).

India during the ¢olonial era wac baci¢ally in the primory producing
otoge. In the real cence the progromme of indudtrializotion commendéed
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ainée the 2nd Five Yeor Plon in whi¢h the plonnercenvicuged
to ¢comprehenaively develop India’c monufocturing olong
with infroctruéture ond cupport cerviées in order to ochieve
economi¢ ond tec¢hnological celf-relionce. Till the Sth Plom,
inductry ond monufocturing got o mojor impetusin termoof
publi¢ outlayc. But cince then the tilt chifted in fovour of
ogriculture ond omoll ond Cottoge oCole monufoéturing;
nevertheleco monufocturing inductry ¢ontinued to receive
CalCuloted ottention porticulorly fovouring employment
oriented indudtriec. Although by the lote 1980, almoct 95
peréent of India’c exportc conaicted monufactured gooda,
yet monufocturing growth ratec had plummeted Suring
1965-80. But nonethelecs, monufocturing woo olwayc
accorded o prominent poaition in the development ctrategy,
ond ito chare in Indio’sc GDP woo gpontaneoudly ricing oo
well, aowould be evident from table 2 below.

But ain¢e the introduction of eConomié¢ reformo in eorly
19906, monufocturing haobeen gradually aliding Sown, ond
Indio inctead hop- jumped into the third otoge of
development of tertiory/cervices cector, without fully
reolizing the full potential of monufocturing growth.
Concequently the chare of monufocturing in nationol growth
hoo ctognated ond India foiled to Copitalize the externalitieo
of monufaéturing ceétor nurtured ond propelled oll through
frommid 1950cto early1990c.

But now the time hoo¢ome when high inCome growth hacto
be ouctoined, olong with job ¢reation omd ropid Copitol
formotion baced on o high growth of invectment ond export
growth, with in¢lucive growth orientation, that
monufocturing muct get o deep nudge. So the prime
objective of the precent paper icto highlight the relevonée of
monufoéturing growth for the contemporary Indion
ec¢onomy. In the acCheme of dictucoion we plon to onalyce the
otatuc ond growth of the monufoturing cector in the Indion
economy, ond highlight the conctraints on itc growth.
Subcequently we choll endeavour to fouson the relevonée
ond imperotive of giving o otrong ourge to thic ceétor
porticularly in the precent ¢ircumactonces, ond thucthe re¢ent
initiotivec of Moke-in-Indio ond Skill-Indio development
progrommeoc ore in ¢oncictenée with ropidly developing
monufocturing ond oloo to induce larger FDI inflowasinto the
economy.

Data and Methodology:

The dota for the precent ctudy have been token from couréec
like, variousicouecof E¢onomi¢ Survey of Indic; Staticti¢al
Abctracto of India; Annuol Survey of Indudtries, Five Yeor
Plon Drofts; CMIE Reports, RBI Bulletin; Currency ond
Finonce, ond other bookg, journaloond doéumenta.

The ope of the ctudy ic ¢onfined to the monufaéturing
aector olone, which ¢omprices all omall, mi¢ro, medium,
lorge, gionto ond ¢onglomeratecin the someati¢ ond MNCo
producing in Indio. The time reference of the ctudy ic the
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period aince the e¢onomié reformoof 1990a.

Mainly tobulor onalycichasbeen Carried out to onalyze dato
ond trendg, boace on rotioc ond peréentoges. Similorly to
¢ompute onnuol ¢ompound growth rotes, the following
funétion wocfitted:

Yt=ablet
Tronoforming the equation in lineor form:
LogY; =loga+tlogb + u,

LogY; <value of Sependent varioble whoce growth rate ic
to be cCompute?d.

t<time trend varioble; ond,
U <octochacti¢ dicturbonce term; ond o.ond b ore conctonto

From the ectimated volue of regresoion Co-effi¢ient ‘b’ the
¢ompound growth ‘r” hoobeen computed acfollowa:

r<ontilog (b-1)*100,

where, b iothe ectimated volue of the ordinary leoct aquore
(OLS)

Results and Discussion:

Transformation of the Sectoral Pattern of the Indian
Economy:

Conaictent with the Kuznetchypotheaig, the cectoral pattern
of the Indion e¢onomy hacbeen cpontoneoudly troncforming
ain¢e independenée acthe e¢onomy hacbeen growing both
in ito notional income oo well oo the per Copita inComec
overtime. Toble 1 chowo a marked deélining trend in the
primary ce¢tor’céontribution to GDP ond employment; ond
o olowly ricing chare of the ce¢ondary cector ond o foot
growing tertiory cector. During 1950 to 2015, oo India’c
GDP ond per Copito inome have grown, the chare of
primoary ceétor in GDP ond employment hao been ateadily
re¢eding, while the chare of the cerviced'tertiory cector hoo
eccoloted from 27.5% to 52.6%; but the chare of the
aecondary cector could clowly aComper from 15% to 29.4%,
ond in employment from 10.6% to 26.7%.

Contribution of Manufacturing to GDP and
Employment:

But if the monufocturing ceétor ic cegregoted from the
overall ce¢ondary gector, the cCenario icatill more dicturbing
oo depicted in toble 2. The toble purporto that the chore of
monufoéturing juct grew up by 1996-97 to barely 22.5% of
GDP, but hao cinée declined and ctagnated oround 15%.
Even ito ¢ontribution to nationol employment hoo declined
ond otognated oround 12%. Thic Certoinly doec not ougur
well for a foot developing economy, be¢ouce in ¢ontract
monufaéturing éontributes 32% of GDP in Chino; 31% in
Korea; 24% in Indonecio, ond 25% in Molayocia
(Government of India, 2015)
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Monufocturing in India Conctitutes micro, omall, medium
ond lorge inductricl monufoéturing unitc. About 94% of
thece ore mic¢ro ond Cottoge ocale units, 4.89% are omall
unitg, ond only about 0.17% ore lorge indudtriol enterpricec.
Theoe monufoéturing unitc produée o vact cpectrum of
monufoctured itemo ronging from orticti¢ hondicrafts, to
cophicticated otate-of-the-ort opital ond engineering gooda.

Growth and Status of Manufacturing in India:

Indic’c monufocturing woo known the world over aince
oncient timeo. Before the advent of the Britich in the 16th
¢entury, the Indion ¢raftomen ond articonc monufoétured
articti¢ artifoctoinéluding textiles, wooden ond metol woreg,
ivory ond enomel work ond 6o on. But the avari¢ious Britich
¢ommerc¢ial poli¢ies, eopeially oince the Inductrial
Revolution of the lact quarter of the 19th ¢entury, the Indion
monufocturing woo devoctoted, deccribed oo the ‘de-
induotriolization’ of India, which monifected in relentleco
dioplacement of the articoncond okilled workerc. The Indion
¢ottoge ond tiny monufoéturing workchopo were acqueezed
out by the foctory inductry oteered by the Britich ond foreign
monufoéturerc. The dicriminotory Britich ¢ommercial
poli¢y 8id not enéouroge ony worthwhile inductries ond
indigenoucentrepreneurchip.

Thuoot the time of independende the Indiom indudtriol cCene
precented o potheti¢ picture, with only come cuperficial
¢onoumer indudtries, but hordly ony heavy Capital goodcond
engineering goodo indudtriec. There woao abyomal chortoge
of ckilled ond educated inductrial workers, ondé moct of the
eccential inputc ond intermediote goodo were high priced
ond in chort cupply. So after independence Indion plonnerc
enviouged o development otrategy for achieving eConomié
ond technological celf-relionée, which ¢ould not have been
poacaible without o otrong bocic of monufocturing indudtriec.
So, parti¢ulorly ainée the 2nd Five Yeor Plon, arecolute drive
for moooive indudtriolization woo lounc¢hed which woo
mainly oriented with the development of heavy invectment
oriented Copital ond engineering goodo cector; intermediate
g00006 inductriec in¢luding oil refineriec; oteel, fertilizerg,
heavy ¢hemic¢aloond mochine toolsinductries, ond co on.

In the firat three Plonc (1951-66) the emphooic woo on the
¢reation of a.atrong indudtriol bace. Lorge invectmentowere
mode in iron ond cteel; engineering ond mochine building
inductriec. So monufocturing got impetuc. Toble 3 exhibito
monufocturing growth during 1951-2015. The toble bringo
forth the foct aince the very beginning of the plonning era,
the growth of monufocturing hoo been cubotontiol. Though
ingpite of heavy indudtrialization development otrategy till
the end of the Fourth Plon, the inductrial growth woo not
imprecaive, ond acamotter of foct, the whole phace of 1965-
80 witneaxd o otrong oecelerated growth of inductriec
muoinly due to Indo-Pak worg, Indo-China wor of 19606 ond
oil ¢ricicof 1970c; and droughto ond cucpenaion of foreign
aid eté. Voriouo infroctruétural weokneooes ¢ontinued to
hoamper cound induatriolizotion. Sinée 19906 the otructural
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readjuctment procecs gove o little cetbock to inductry cuch
that ¢onoumer OSuroble good indudtriec recorded o —ve
growth. Though inductry growth revived ogoin cinée 2003,
but ogoin clumped cinée the world rececoion of 2008, though
quickly re¢overed in 2010-11 with over 10% rate of growth.
However, the moot &ependoble Conoumer good ond
¢onoumer durcble good aector, that had been the mainctoy of
inductriol growth cince the beginning, now ctorted chowing
oigno of cerious clump due to plummeting incomec ond
demond oll over the world. Toble 4 refle¢tc the
monufocturing cector growth ratec during 1981-2015.The
toble highlightothat except for the brief period of 1995-96,
the monufocturing cec¢tor haobeen chowing tordy growth.

Toble 5 proje¢toamocaive contribution of the monufoacturing
aector to the Indion eConomy. Monufaéturing cector ic o
monolithi¢ cector of the eConomy cuch that totol Copitol
inveated hooinéreaced by obout 12%:; total employment hoo
in¢reaced ot relotively low rote of 1.84%, though their
emolumentc grew ot obout 11%. Total volue of
monufaéturing exportc inreaced of obout 15%. Profit
growth hacbeen obout 18% ond the rate of growth of Capital
haobeen 11.86%. Aomentioned earlier, employment growth
hoo been the cecétor’s Achilles Heel becouce due to ricing
¢apitol intencity of production, it hao reculted in ‘joblecs’
growth ain¢e eConomic reforma.

Why Did India Spontaneously Hop-Jump the Stage of
Manufacturing Maturity Particularly Since the
Economic Reforms of the 90s!:

Ao mentioned earlier thot oo o reaction to the exploitative
¢olonial rule, Indioc undertook o plan of moacoive
indudtriolizotion oine 1950c. Although the economy
atruggled to achieve deaired recultoond in achieving plonned
torgeto, yet o otrong foundation for o robuct monufacturing
aeétor hod been loid. Since the Green Revolution of the mid
60g, it woo thought that now Indion monufocturing cector
would ¢onoolidate by utilizing curpluc incomeac ond lobour
from the rurol hinterlond. Indio hod entered the otage of
Toke-Off cinée the eorly 1970c ond with ricing Plon
allo¢ationo ond financ¢ing capital inveotmento,
monufocturing ceétor woo being galvonized oo the lead
aector choping the growth trojeétory of the e¢onomy. Ac
in¢omec ond demond were rioing the monufocturing cector
would offord o wide opeétrum of divercified goodo for
‘rioing expectationd’ of a growing e¢onomy. Ingpite of the
foct that monufocturing wooreculting into ineffi¢ienc¢iecond
high ¢oct of production due to all kindo of bottlenecka, yet
the e¢onomi¢ ond political for¢ec were geored to reinforce
monufoacturing ceétor- whether publi¢ or privote; or omoll or
lorge. Monufocturing wacolowly ond gponteneoucly ¢oming
of age till the e¢onomi¢ reformcof 1990a.

E¢onomi¢ reformc hinged on globalization oand
liberalicution of economi¢ activity. The economié
philocophy of the reformo believed in unchackling trade,
ex¢honge ond produétion. Reformo éatalyced free trade ond
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the movement of factorg, Copital ond tec¢hnology acroco
¢ountriec without borrierc. All toriff ond non-toriff borrierc
were tipped to be either diluted or ropped. In ecence, the
reformoenvicuged to troncform the whole world into a well
¢onnected villoge- without rectrictionc ond without
interferenéec.

Freedom of troncuction ond exchonge, ond free movement of
factoro, Copitoal ond merchondice obviouoly nececvitoted
unené¢umbered ¢ommunication ond exchonged of
information on foctor ond ¢ommodity marketsoll oérocothe
globe. The growth theory of the 1990cboced on endogenouc
growth modelo (Rivera-batiz ond Romer, 1990) alco
attached o premium on human recourée; ideacond okilloond
education ond R&D, albeit oll intongible copitol ocweto
endogenoudly Oetermining the growth proc¢ecs. Thuc
information, knowledge ond ¢ommunicotion become the
pivoto of free ex¢honge ond eConomi¢ growth. Informotion
ex¢honge ond technology, ¢oupled with the dot ¢om
revolution brought the information technology ond
¢ommunicotion ot the ¢entre otage of eConomic progreso.

The deluge of information te¢hnology involved the uce of
hi-te¢h eleétroni¢ godgeto like ¢computers, hordwaore ond
coftware ond telephony, both wireless ond digitol; internet
oand ¢loud operations ond on (Friedmon, 2005). All thic
required the intervention ond monning by oCientifi¢ ond
okilled monpower, whic¢h Indio had in abundonée ond thot
too extremely inexpencive ¢ompored to Ameri¢on ond
Europeon otondords. Indio hod been the ce¢ond lorgect
recervoir of trained, profecsional S&T monpower owing to
the development otrategy of the poct independence
ero(Chasha ond Sachdevo, 2015). The Indion Cienticts,
engineercond techni¢ioncbe¢ome in high emand ond the IT
inductry cow explocive growth. With the curge of the
appli¢ation of IT in verti¢al ond ¢onnected cectors baaically
cervices oectoros inc¢luding finoncial, ¢onotruction,
inouronée, trade ond tronoport, heolth ond education ond on,
the oerviée oectorc got o burct of growth, ond the
monufocturing loct cheen ond nudged to the backgrounsd.
Thot’cwhy the monufocturing cector Contribution to Indio’c
GDP ond employment ctagnated more or leasainée 90a, ond
India okipped into the development ctoage of perceptible
cervices cector growth without fully moturing the
monufocturing octivity.

Why is Manufacturing Relevant for the Contemporary
Indian Economy?:

Ac on ontipothy ond obhorrenée agoinct the avori¢iouc
¢olonial poli¢y, ofter independence Indio hac been
acoiduoucly endeavouring to build up ond otrengthen itc
monufoacturing cector. Parti¢ulorly cin¢e the 2nd Five Yeor
Plon, monufocturing inductry woo given o ploce of prime
importonée in the notional ctrategy of development. That ic
why over 1950 to 1990, the proportion of monufacturing
exportoin India’ctotal export jumped from 45% to 95%. The
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poli¢y of import cubctitution further boooted monufocturing
in domedati¢ markets. Though clow, ineffi¢ient ond high ¢oat
due to myriod controlo ond government interference,
monufocturing nevertheleoosproduced diverce type of goodo
to outiofy voried demond from the Indion ¢onoumercocwell
oofor the export marketa. In the precent context, when under
the chadow of globalization ond wedternization, the
demandc of the Indion conocumerc ore diveraifying ond
multiplying, the manufocturing ceétor, by troncforming row
materiolo ond intermediotes into final use gooda, ic hugely
¢atering to the needoof the cociety, government deportmentc
ond otrategi¢ orderc. By tronoforming inputc into finol
output, the monufocturing ce¢tor icadding humongoucvolue
to the Indion eConomy. Whereoothe chore of monufacturing
in Indic’o ¢urrent GDP ic oo low oo obout 15%, but it ic
¢ontributing 23% of the ¢ountry’cinductriol output.

Inductriol monufacturing ic unequivocolly known to be the
otrongeat cector in generating externolitieg, which moke the
beat uce of Carce Copital recources .A omall invectment in
the monufoéturing ceétor will cet in aripple effeét for alorge
generotion of in¢ome ond output in the e¢onomy. Hiracthmon
(1958) argued that the impoct of publi¢ invectment would be
moximized if it woo ¢onéentroted in inductriec with
oignificont linkoges with other indudtries in the eConomy.
Linkageo in o foot developing ¢ountry like India would be
moximizesd if lorge invectment icmade in the monufocturing
of iron ond oteel, engineering gooda, petro-cChemicéols,
fertilizeroomd other heavy ¢hemicolo omd machine building
¢apitol goodo monufocturing (Kirkpatrick, Lee ond Nixon,
1985). Brozil; Koreo ond India have been inveating heavily
in heavy invectment inductriec ain¢e the 50c whi¢h hod o
multiplier effe¢t on inCome ond output growth in thece
economiea,

Monufocturing ce¢tor growth ic more cuctainoble. Even in
the precent aCenario of world re¢ecoion, whereacogric¢ulture
ond ollied oeétorc grew ot 4.2%; -0.2% ond 1.1%
reopectively during 2013-14; 2014-15 ond 2015-16;
monufocturing grew ot 5.6%; 5.7% ond 9.5% reopectively
during the come yeorc. Though the cerviéescector growth ic
comparoble ot 7.8%; 9.8% ond 9.5% reopectively
(Government of India, 2015), yet monufaéturing éreatec
hord ¢ore aoceto ond phyaical Capital formation; while the
aerviceccector icabubble ond their finoncial acetcare chare
ond otock pricesbaced which are appended to the growth of
the more Suroble monufaéturing aétivity. Monufocturing
aector ¢ontributec obout 20% of the groos Capital formation
inthe ce¢ondoary Induatriol ceétor

Monufocturing openc victas for omple oCientifi¢ ond
technological receorch omd innovotion, which in turn ¢éreote
avenuec for a more diveraified productionand employment.
Though the monufocturing ceétor ic junked for co Colled
‘joblecs’ growth cin¢e economi¢ reformo cuch that the
orgonized ceétor employment fell from 12.2% to 10.5%
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(which ¢onctitutec barely 8% of the inductrial employment
in the Country) during 2005 to 2012, yet about 80%
monufocturing hoppenc in unorgenized mi¢ro ond omall
inducdtriec whi¢h ic o cubctontiol cector in generoting
employment for over 7 ¢rore people. Thuc monufoaéturing
hac o tremendouc oope for job Creation if appropriote
poli¢iec pertaining to low Copital intencity ore purcued,
becauce till now employment in Indio’c menufoacturing hoo
cohrunk due to ricing Copital intencity reculting in
plummeting employment elacticity of out from about .65 in
the Third Five Yeor Plon to .17 during the Tenth Plon. But
atill the employment elacti¢ity of output in monufoacturing
hoppencto be 0.9 in comparicon to -0.5 in agri¢ulture ond 0.5
in cervices cector. Thot ic why under the New Nationol
Monufocturing Poli¢y of 2011 ond 2014, the torget icto roice
the ¢ontribution of monufoéturing to GDP to 25% by 2020 co
aoto ¢reate 120 million new joba.

Constraints on the Growth of Manufacturing in India:

e Ricing c¢opital intencity ond declining employment
elacti¢ity of output: Although monufoéturing ¢ompricec
micéro ond omoall unitc (almoat 97%) yet they hove not been
oble to generate enough employment in the eéonomy.
Inapite of the foct thot average woge of Indion lobour icmuch
lower than eleewhere, ond India ic o lobour curpluc ¢ountry,
yet the monufoéturing employment ic juct 12% of the
oggregate employment. The bacicreacon icthe ricing ¢opital
intencity”lof monufocturing ond declining employment
elacti¢ity”2of output (Hooon, Mitro.ond Sundarom, 2008)

» Adute Skill Shortage: Monufocturing requirec opecifi¢
okilloomong labou. Out of on approximately 55 ¢rore people
¢ondtituting Indio’slobour force, hardly 3.5% to 5.5% of thic
moay be ¢ategoriaed acokilled workers, while in China 47%
of the labour forée ic ckilled; in Germony 74%; in Jopon
80%,; in South Korea 96% ond oo on. Although India icthe
aecond largeat recervoir of S&T monpower, ond turnc out
about 6 lokh engineercevery yeor, but moct of the engineerc
either go obroad in cearch of greener pactures, mony be¢ome
‘bobuc’ with adminictrative cervi¢ec in the ototes or ¢entral
governmentg, ond only obout 300 engineerc end up doing
Ph.Da. So ingpite of the foct that Indicchaca lorge monpower
technically ond profecoionally equipped with technical
know-how, yet the ¢ountry remoinc bereft of the Critical
okillo required for a prolifi¢ monufocturing ceétor. Thot’c
why inopite of number of concecoionc to foreign
monufocéturerc, India foiloto be o favourable dectination for
FDI invectora. But now to equip our population with ¢riti¢al
okillo, ain¢e 2013-14, under Skill-Indio Micoion about 67%
of Indion labour forée icplonned to be dkilled (Chadho ond
Kour, 2016).

o Loc¢k of on¢illioricution: The mic¢ro ond omoll unitchave
flouriched oround the lorge indudtriol focilities, but the
relationchip hoc not been indtitutionalized regording
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technology troncfer, finoncial acoictonée ond preferentiol
pur¢hacec from ou¢h omall unitc. Thuc thece omall
monufoéturing unitc have been left to fend for themaelves
unlike Korea ond Jopon where omoll inductriec ore
dovetoiled to lorge nodol unit ond develop ac onéillory
relationchip with the lorge orgonized unit.

e Unheolthy ond unfoir buciness poli¢iec ore being
procticed overtly or Covertly thot diccourage ¢ompetitive
monufocturing. Cortelization; morket ond price fixing
ogreementc ore Clondectinely Contracted to otall new
¢ompetition.

* Indiaicronked 130 omong 189 ¢ountriecin the eace-of-
doing buciness by the World Bonk in 2016. Bucineowes
onnually required 70 ¢learonées ond come 100 080 returnc
need to be filed each yeor. That ichampering omooth growth
ond icexaoperating. Inopite of delicencing ond deregulation,
rent-ceeking behaviouor of bobu behind the ¢learonce deck
ic imminent ond rompont. Thuo lock of governonée ond
oingle-window-¢learan¢e of projects dictourogec
monufocturing initiotivec.

e Indion monufaéturing ic foing a dire infractruéturol
deficit. Per Capita energy ¢onoumption ic juct 700 Kwh
¢ompored to 3000 Kwh in Chineg 12000 Kwh in the US.
Power availability for monufoéturing induoctry ic
encountering 7-8% defic¢it reoulting in frequent power
tripping ond ¢utc. Moreover electri¢ity ic3 timechigher for
monufocturing oeétor oo Compored with thot in the
household cector for which the electri¢ity expencec are
highly ocubaidized. Likewice, monufocturing ic further
diminiched by high rail freight ¢hongeo ond low te¢hniéal
ond inductriol cervicecoupport.

* Although the inductry hacbeen rid of licencing ond the
ainicter bobu-roj cin¢e the economi¢ reforms, but more
progmotic¢olly ¢orrupt practicec ond bribery have gone on
aurreptitioualy whi¢h homper effi¢iency ond (motivation)3.
Thic ic particulorly true of the certification of lond uce;
¢laiming environmental ¢learonées; lond oéquicition
pro¢edures ond co. About 1200 regulations opply for
¢omplion¢e3 by MSME unitc, whi¢h proctically hinderc
omooth working of monufoéturing.

» High ¢oat production ond non-availobility of low ¢oct
¢ommercial bonk ¢redit raiced the copitol ¢octo for the
medium ond omall monufoéturing rendering thece
uné¢ompetitive. Real ¢opital ¢oat for Indion monufoéturing ic
4-5% while global firmo realize only 1-2% ¢opital Cooto
in¢luding the ¢oot of borrowing odjucted for inflation.
Bedideq mony monufocturerc avoid toking bonk credit
bec¢auce of high collaterol demonded omd unknown
proc¢edurecs for Contraéting loonc. Bonks have odopted
atringent meoourec in lending proc¢edurec due to the ricing
in¢idence of NPActo the tune of Ro. 60000 ¢rore. Although
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10% of bonk lending icrecerved for MSME cector, but due to
difficult pro¢edureomoct of thece recerved fundowith bonko
for MSME uniteremoin unutilizes.

(VIID)How to Make Manufacturing Relevant for
Contemporary India’ Growth:

(0) Monufacturing growth rote to be accelerated to not only
aboorb new entrontoto workforce, but aloo to propel the
existing workerc with low productivity into high
productivity menufoéturing.

(b) By improving bucinecsond invectment environment by
oimplifying ond otreamlining indudtriol pro¢edures, ond
by perouoding ond choming the offic¢iolc to abjure
corrupt ond  greedy proctices to éut red-tope.
Corruption ond bribery ceeking ic bound to be¢ome o
re¢luce in the contemporoary event of demonetizotion in
order to otomp out black money ond acets. Bucineso
governon¢e ond CElimate will definitely improve to
attraét foreign invectoro.

(¢) Rationolization of exicting lowc ond otatuteo,
omplifying regulotion, liCencing requirements thot
impede inveatment proceco.

(0) Tromoforming the noture of relationchip between the
Government ond bucinecoes for more éongenial,
tronoporent, confidence ond truct building for effective
governonce. Ethi¢al normo in work culture ond o
¢ollaborative approach towardoworkera.

(¢) Promoting ¢lucter opprooach ond integrated
infractructurol focilitiesunder technology pork chemec
for ¢oncomitonce of te¢hnologi¢al innovotionc
te¢chnodrot innovotors ond entrepreneurc- provicion of
venture Copital for new technologic¢al enterpricec-
morketing ond trade dconcortiumc ochould be
aimultoneoudly provided (Chadhaond Kour, 2016)

(f) Pollution ¢ontrol. The ¢urrent hoze ond omog over the
lorge portoof Northern Indiawould be o great dompener
for progpective foreign invectore. Meacureowill have to
be token ofoot to deal with the menace of polluted
environment, e.g. only loct month mony ¢ountriec
icoued advioory to their ¢itizenoto avoid viaiting Indiain
the timecof thick omog. So ¢leanlinecoond ¢leon woter,
air ond co¢iol morecwould ottra¢t more investmentcin
monufocturing aétivitiec.

(g) Finally, the Government-Lobour and bucinecs
orgonizerc- all the otokeholderc in monufocturing
development will hove to forge amindaet for promoting
o otrong- labour oriented and job ¢reating
monufocturing cector; ond to apply Collective energiec
for building a globally ¢ompetitive monufocturing in
Indio.

(VIII)Relevance of Make-in-India Campaign and Skill-
India Mission in Strengthening India’s Manufacturing
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and Attracting Global Investors:

Ao a port of Indio’c New Nationol Monufaéturing Polic¢y
2014, the Moke-in-India compaign wao formolly lounched
to enc¢ouroge ond motivoate foreign ond domecti¢ invectorcto
produce in Indio.co that omple employment opportunitiecfor
oboorbing Indion lobour ond accentuating the rote of Copital
formation ond technologi¢al growth of monufoéturing
aector.

The mainctay of the Moke-in-India progromme ic to moke
the inveatment ¢limote co propitiote ond ¢onducive for
Indion ond foreign monufoéturercby ocerbating the eoce-of-
doing buainess through otreomlining the regulotory regime
ond by putting in place o trongporent governonée ond quick
diopocol of propoculsc and expeditiously opplying
proc¢edurec involved in projeét cetting ond ¢Commicoioning.
The programme ¢overed 25 cectors initiolly which would
be¢ome oboorbing houceo for lobour through job ¢reotion
ond okill enhanéement. Thece ce¢toroinélude; omtomobile,
¢hemicoalg, IT, pharmoceuti¢als; portc ond aviotion; leather;
touriom, hoopitality, heolth ond roilwoycete.

The underlying prin¢iplecof the Make-in-Indio progromme
would be to promote cec¢torc for monufocturing to minimize
impoct on environment; to produce high quality product
with zero defect opecifications by ac¢compliching higheat
atondardc of monufoacturing. To reinforée the Moke-in-India
progromme, foreign equity capowere raiced, e.g. in defence
cettor the FDI Cop wao roiced to 49%; in roilway
infractructure roiced to 100%; in gpace upto 74%; in media
upto 26% ond even upto 100% in mony of the celeéted
cectorain the chortlicted 25 above cu¢h ce¢tora. Due to theoe
meooures, The United Nationo Conferenée on Trade ond
Development (UNCTAD) World Inveotment Report, 2012
in ito onolycic of global trendc ond cuctoined growth of FDI
inflowo ¢ontinuecto report Indio oothe third moct ottractive
lo¢ation for 2012-14 (Government of India, 2015).

Under the obove initiotive a total of Ra1.10 lokh ¢rore
(US$17billion) of inveatment hoo olready flown into India
during 2015-16; ond many ¢ompaenieclike Somoung, BMW:
Hitochi; Fox¢on; Lenovo and oo on have promiced to aet up
their production unitsin Indio. Acper the World Invectment
Report (Roy, 2016), India’c FDI inflowchave infloted from
$35 billion in 2014, to $44 billion in 2015. However in 2016
it morginolly decreaced to $40 billion. Though China
received $136 billion FDI in 2015, yet India ic alco among
the top 10 dectination ¢ountriec for FDI oboorption. Thic
definitely ic the outéome of Indic’c improved ronking of
eace-of —doing buociness indicating o much improved
inveotment ¢limate ond governonée.

The Moke-in-Indio. ¢ompoign hod to be lounched in
¢onjunction with the Skill-India Micoion be¢auce till now it
waooobaerved that the foreign invector 816 not have in¢entive
to monufoéture in Indio cinée doing buciness wos not
tronoporent; governonée woc omico, inveotment ¢limote woo
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hodtile; red topiom woo proverbially ubiquitouc in all
inctitutiono, plethora of regulotory rulec ond procedurec
made it extremely difficult for the bucinesesto work.

More over even if the invectoro wonted to produce in India,
the labour woo neither okilled, ond nor the lobour lowo
oupported competitive monufocturing. Ac per ectimotec
dictuosed above nly about 3.5% of the Indion lobour forée ic
¢ritically okilled to cupport the modern ctote-of-the-ort
monufocturing.

So to back up the Moke-in-India progromme the Skill-India
Miooion woo propogated along with reforming the lobour
morketo by in¢reacing the limit of workerc to 1000 for
induatriol exit, ond oloo laying out on eloborate mec¢honiom
to okill Indion lobour. The objetive woo to roice the
proportion of okilled workercto 67% of the total lobour force
(about 44 ¢rore workero) by 2022, ond that would aoffold o
otrong monufocturing (Norayon, 2015).

For dkilling cu¢h huge moaoo of lobour force, okill loone on
eaoy termo would be provided. For the purpoce of okill
formotion 10000 Inductrial Training Inctitutes ond 75000
trainerc would be muctered up for the tack. The exer¢ice uc
enormouc oc only 4.5 thoucond troinerc exict of precent.
Thot’c why it ic envicuged to rope in inductry people to
provide ouc¢h okill forming training by offering
apprentic¢echip c¢hemecsons to induce workercto toke up on-
the-job training come ctipend would aloo be offered. The
induactry hao the ¢opocity to hire about 5 lakh apprenticeq,
although ot precent only 2.8 lokh are regictered. May be thot
the otipend rotec have to be inéreaced to encouroge come
more workercto join the endeavour.

Beoaidecothic‘KochalKendrao or Skill Development Centrec
ore being contemploated to be oet up with the ctote’s
parti¢ipotion for thic purpoce.The celected areos for okill
development under the Micoion ore, reol ectote; retoil;
tronaport ond health ond nurcing eté. but the problem would
be that ot precent the ITIo do not have the fodilitiec ond
infractructure ot precent to import okilloin the ¢hocen areoo.

Ac o motter of foct the whole progromme of okill
development wacconéeived in 2009 when it waoplonned to
¢ondtitute o Notional Skill Development Corporation under
the National Skill Development Poli¢y to help workerc
acquire Copability through okill imbibing that would enoble
them to ¢reate avenueo for celf employment. That move
would relieve precoure on the employment aituation oo well
ao help building ¢opabilities ond ¢competencies that would
opurt up moenufocturing octivity in Indio. Thic would alco
fulfill Indion micoion of making growth more in¢luaive by
enabling people to get livelihood courcea.

In 2012-13, NSDC ond ito portner inductriec trained 4 lokh
workera. In 2013-14, the torget wocto troin 8 ¢rore people in
the next 10 yeorc. In oll 29 Sector Skill Councilc were
formed whi¢h have otondardized okill development
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¢urri¢ulum for the regpective ceétora. Since the Coundile
would toke up only demond driven troining progrommea, o
inductry would hire only okill Certified perconc. Thuo by
2014-15, the target wooto form okill among 35 lokh workera.

Beaideo thic , Notional Skill Certificate ond Mondatory
Reward S¢heme hoo the acope to enroll 3.81 lokh workerc
for training progromme, out of whi¢h 1.74 olready
¢ompleted training in 204 job rolecin 17 ce¢tora. Thusobout
45 ¢rore people who are employed in different ceétora, all
need to be updkilled. Thuoin the next 10 yeors, about 135
¢rore people need to be dokilled ond if 30 ¢rore young workerc
oare added every yeor the tack ic becoming herculeon
(Shormo, 2014.

Another aopect of okill development progromme icthat now
multiple okill training icrequired for equipping workerowith
flexible ¢ompetenciec oo oo to inéreace workerc mobility
ofroos jobo ond ofroos areos. Only thic will lend more
flexibility to the otherwice rigid Indion lobour markets. Thuc
itiopropoced to add come more oreacof okill development to
the already ¢hocen oneg, in¢luding leather, gloos, hand toolg,
electricol machinery ond tronoport partcond equipment etc..

To make okill aéquicition cpontoneouc ond notural, it ic
propoaed to intertwine okill development progromme with
the educational Curri¢ula in €hools and colleges, ac ic
olready being done in China (Rojivlochon, 2015).

Conclusion:

Monufacturing oftivity hoo had o ploe of prictine
prominenée in India of the bygone era. But the
overpowering of the ¢ountry by the Britich reculted in de-
inductriolicotion of Indio due to their avari¢ious¢ommeréiol
poli¢y of troncforming India into perennial cupplier of row
materiolo ond o Coptive market for Britich machine mode
goodo. But ainée independence the Indion plonnerc gove
utmoat prec¢edence to monufocturing inductry. With o
¢hequered hictory of growth till 1990, the monufoacturing
aector nonetheleco had provided o robuct ond vitol bace for
growth ond employment. But ain¢e the eConomié reformoof
the 90c, monufocturing haobeen choved behind the cerviceo
cec¢tor particulorly IT inductries. Thic hao hoppened in
¢ontravention to the normal pottern of growth of eConomieg,
that ofter primorily primory producing economy, the
development dynomiéo ollowo the monufocturing to fully
mature, before entering the otage of tertiory oeétor
dominonce. But in ¢oce of India, when monufocturing woo
growing ainée independence, but without moturing India
entered the otoge of hi-growth of cervices cector. Thic hoo
diluted the role of monufacturing activity in Indio. But thic
paper profeawd the pertinent role of monufacturing ceétor in
the contemporory Indion eConomy, to enoble the eCconomy to
ocurmount mony of ite inadequacies ond laggardneas, achoo
hoppened in ¢ace of China. Thonkfully the Ccurrently
lounched progrommec of Skill-Indio Micoion ond Moke-in-
Indioe ¢ompoign, cConcomitont with other lobour ond
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inductriol morket reforma, have provided frech impetusto  improvement in eoce-of-doing bucinecc ond reformed
monufocturing in ¢ontemporory Indion economy, both  lobour ond inductriol morkets. Enhon¢ed monufoéturing
domecti¢ and foreign monufocturers, ecpecially the lotter — aétivity ougerc well for over¢oming mony e¢onomié illo
have been induced to bring opontaneouc inflow of FDI for ~ miring the contemporary Indion eConomy.

opurring up Indion monufocturing due to peréeptible
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Tables:
Toble 1
Sectoral ¢ontribution to GDP at foétor éoat ond employment cinée 1950
Yeor Primory Sector Secondary Sector Tertiory Seétor
% % Employment % % Employment % % Employment
GDP GDP GDP
1950-51 564 72.1 15.0 10.6 28.5 17.3
1970-71 45.8 72.1 223 11.2 31.8 16.7
1990-91 334 66.8 27.0 12.7 39.6 20.5
1996-97 27.8 56.7 29.3 17.5 42.7 25.8
2014-15 19.0 24.8 284 26.7 52.6 59.6

Sourée: i. Government of India (variousioouec), E¢onomié Survey, New Delhi: Minictry of Finonée
ii. CMEI (variouc icoueo), Booi¢ Staticti¢o Reloting to Indion E¢onomy

Table 2
Contribution of Monufoéturing Seétor to GDP ond Employment
Yeor % Shore in GDP % Share in Employment
1950-51 11.4 9
1970-71 16.1 9.5
1990-91 20.6 10.5
1996-97 22.5 11.1
2006-07 16.0 12.4
2012-13 15.1 12
2014-15 17.0 12

Sourée: i. Government of India (voriousicouec), Eéonomi¢ Survey, New Delhi: Miniatry of Finanée
ii. CMEI (varioucicoueo), Baci¢ Staticti¢o Relating to Indion EConomy
3 Table 3
Annuol Compound Growth Ratecin Manufoacturing Segment

Segment of | 1951- | 1960- | 1974- | 1981- | 1991- | 1997- | 2010- | 2013- | 2014-
Monufoéturing | 55 65 79 85 92 98 11 14 15
Inductry
Baoi¢ goodo 4.7 10.4 8.4 8.8 6.2 7.1 597 2.1 7.0
Copital goods | 9.89 | 19.6 | 5.7 63 | -12.8 | -1.8 | 14.75| -3.6 6.4
Intermediate 7.8 6.9 43 6.1 -0.7 7.1 7.39 3.1 1.7
20006
Conoumer 4.8 4.9 55 53 55 43 8.56 | -2.8 -3.4
20000
Conoumer - - 6.8 144 | -125 | 10.2 | 14.16 | -12.2 | -12.6
durcblec
Conoumer - - 5.4 4.0 1.2 2.4 4.26 4.8 2.8
Non-durablec
Overall 5.7 9.0 6.1 7.0 |-0.10 | 46 | 823 | -0.1 2.8

Sourée: i. Government of India (various icouec), E¢onomi¢ Survey, New Delhi: Miniatry of Finonée
ii. CMEI (varioucicoueo), Baoi¢ Statictico Relating to Indion E¢onomy

Toble 4
Annuol Growth Rate of Monufaéturing Inductry
Yeor Monufoéturing Growth Rote

1981-82 7.9

1985-86 9.7

1991-92 -0.8

1995-96 14.1

2001-02 2.9

2005-06 9.1

2011-12 3.0

2012-13 1.3

2013-14 -0.8

2014-15 1.2

Source: Government of India (voriousicoueo), Economic Survey, New Delhi: Minictry of Finonée
B Table 5
Growth and Contribution of Monufacturing to the Indion E¢onom:
Yeor Totol Invected | Total Perconc Totol Totol Value of Profit Groaoo Capital
Copitol Employed Emolumento Output (Ra. Crore) Formation
(Ra. Crore) - (Ra. Crore) (Ra. Crore) (Ra. Crore)
1990-91 194912.85 827.94 20586.33 270563.53 11389.47 35559.02
1995-96 489969.25 1022.22 45116.05 670514.23 44047.06 90624.26
2000-01 571719.40 798.78 50718.73 926901.85 35698.80 61414.80
2005-06 901578.61 911.17 74008.20 1908355.48 184462.98 171567.01
2010-11 2393580.02 1269.49 183295.74 4676216.96 390161.61 445904.00
2013-14 3384555.35 1353.81 272415.03 6555251.16 439565.52 421843.21
CAGR 11.96 1.84 10.78 14.62 18.07 11.86

Sourée: Government of India. (2013-14), Annual Survey of Industries, New Delhi: Miniatry of Statictiéo and
Programme Implementotion
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Notes:

1. Coapitol intencity voried between 9.4 in Food ond
Beveroge; ond 12.6 in Coke ond Petroleum ond other
¢ondtituento of Indio'c monufocturing inductriec during
1969-1996.

2. Aécording to Mozumdor ond Sarkar (2007)
employment elocti¢ity of output in orgonized
monufocturing plunged from 0.99 in 1974-80 to -1.39
during 1996-2002.

3. Sinée 8 November 2016, with o view to erodic¢otion of
¢orruption ond black money from the ¢ountry amocoive
demonetization drive hoo been lounc¢hed oo oo to cuck
out obout Rc14000 ¢rore of ¢iréulating money whic¢h
¢ondtitutec about 86% of the totol money cupply. The
bla¢k money Content ic ectimated to be between Ro 3-
3% ¢rore. Plonc are afoot to further purge block ooseto
ond block wealth ¢reated with evaded toxes ond bribec
ond other courceo of ill-gotten money. With a multi-
pronged attack on the black e¢onomy, bribery ond
¢orruption may bedome unattroctive, ond oo good
governonc¢e would motivote bucinecceo.
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