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Looking Through Employment Elasticities:
A Study of the Organised Manufacturing Sector in India

Sangeeta Ghosh *

[Abstract: The organised manufacturing sector in India has been a sector that has failed to generate
employment growth through the 1980s and 1990s well into the beginning of 2000s. This is well documented
in literature as decades of “job-less growth” with employment elasticities close to zero. New evidence from the
Annual Survey of Industries reveals that the pattern of employment growth from the mid-2000s has finally
tuned to register employment elasticities of above 0.5 for many of the 55 3-digit sectors under study to bring
the average to above 0.5 as well. While certain sectors had registered higher employment elasticities even in
the 1980s and 1990s, this kind of overall positive employment elasticity that is witnessed for the organised
sector for the last 15 years is unprecedented. We comment on the loci of new employment growth, the quality
of employment generated and enquire into its relations to labour intensities and manufacturing composition.
We see that positive employment elasticities registered in the last 15 years is not in contradiction to increased
capital intensities. This fall in in labour intensity is seen to be true for across all sectors, including labour-
intensive sectors as well as low technology-intensive sectors. We note that the fall in labour intensities have
not been as rapid as seen in earlier years and that for many sectors labour intensities seemed to have reached
a floor in recent years. The study shows that the new employment growth, however, has been largely on
account of contractual workers, with over 40% of the new employment created being that of contract workers
between 2008 and 2017-18. This points towards intensified trends towards increasing informalization in the
organised manufacturing sector, a sector that otherwise has the potential to offer better and more decent
employment conditions.]
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