
Structural Changes in the Indian 
Organised Manufacturing Sector

R. Rijesh

SYMPOSIUM 
Framing of India’s Industrial Policy: A Domestic Industry Perspective

20th January, 2020

INSTITUTE FOR STUDIES IN INDUSTRIAL DEVELOPMENT, NEW DELHI 



Case of Manufacturing Sector
Historically, industrialisation has been the central element of structural change

Evidence of a positive and consistent association between the rate of 
industrialisation and economic growth of nations (Sabillon, 2008)

Reallocation of resources towards manufacturing creates structural change bonuses 
(Szirmai, 2013)

Potential for technical change and productivity growth arising from the scope for 
specialisation, learning and product diversification within sector (Weiss & Tribe, 2016) 

Public policy for developing strong industrial base-case of India

Policy shift from import-substitution to outward orientation- Liberalisation and market 
oriented reforms since the 1990s

Several studies examined the performance of Indian manufacturing (e.g. Goldar, 2014 
& 2018; Nagaraj 2003 & 2017; Erumban et al, 2019; Rijesh 2016; Thomas, 2014; 
Papola 2012, Topalova and Khandelwal 2011, etc…)

This study explores the structural changes within organised manufacturing sector



Manufacturing Sector in GDP (%) 1990-2011 

Source: Authors compilation from National Account Statistics (CSO), various issues





Composition of Indian Manufacturing Sector: By Technology
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1991: ₹1010.9;  2016: ₹8692.65



Composition of Indian Organised Manufacturing Sector: By Technology Intensity (1991 & 2016) share in %



Growth Profile of Manufacturing Sector: By Technology







High Technology Manufacturing Sector

Relatively higher GVA growth among medical optics (13.7%), transport equipment 
(10.9%) and non-electrical machinery (9.4%)- Chemical sector grew at 7.3% p.a.

Output growth is accompanied by increased labour efficiency (growth in the 
range of 7% to 7.6%)

However, no corresponding increase in employment in key industries like 
machinery (only 2%)

Wage growth is similar to the all-India level- Growth of output Percapita is largely 
propelled by higher capital formation



Medium Technology Manufacturing Sector

Significant growth in GVA among rubber & plastics (10.5%), fabricated metal 
products (9%) and refined petroleum products (8.9%)

Significant growth in capital input over time

Moderate improvement in labour productivity (growth rates in the range of 4.1% 
to 5.7%)

All sectors witnessed considerable growth in wages (above aggregate 
manufacturing wage growth of 5.6%), except basic metals

Recent performance of refined petroleum manufacturing in terms of GVA, wages 
and labour productivity is notable



Low Technology Manufacturing Sector

Performance is relatively poor compared to other technology-intensive segments

Only three industries (out of nine) registered higher growth of value added, 
namely: Apparel, leather and furniture & recycling

Considerable capital-deepening over time

Low productivity performance among majority of industries

Except the above three industries, rest of them had insignificant growth in 
employment and wages

Low absorption of workers post liberalisation
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