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The contribution of manufacturing to GDP 

growth has been low 
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India as a comparative advantage in 

few manufacturing sectors 
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 India has a comparative advantage only in a small number of manufacturing sectors 
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Manufacturing has contributed little to job 

creation 
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The few manufacturing jobs created are in 

the organised sector but mostly informal 
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Indian manufacturing firms tend to stay 

small 
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Productivity in smaller firms is low 
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Manufacturing is capital intensive, … 
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… and skill intensive 

0%

5%

10%

15%

20%

25%

0%

5%

10%

15%

20%

25%

F
oo

d,
 b

ev
er

ag
es

 a
nd

 to
ba

cc
o

T
ex

til
es

 a
nd

 te
xt

ile

Le
at

he
r,

 le
at

he
r 

an
d 

fo
ot

w
ea

r

W
oo

d 
an

d 
of

 w
oo

d 
an

d 
co

rk

P
ul

p,
 p

ap
er

, p
ap

er
, p

rin
tin

g 
an

d
pu

bl
is

hi
ng

C
ok

e,
 r

ef
in

ed
 p

et
ro

le
um

 a
nd

 n
uc

le
ar

fu
el

C
he

m
ic

al
s 

an
d 

ch
em

ic
al

R
ub

be
r 

an
d 

pl
as

tic
s

O
th

er
 n

on
-m

et
al

lic
 m

in
er

al

B
as

ic
 m

et
al

s 
an

d 
fa

br
ic

at
ed

 m
et

al

M
ac

hi
ne

ry
, n

ec
¹

E
le

ct
ric

al
 a

nd
 o

pt
ic

al
 e

qu
ip

m
en

t

T
ra

ns
po

rt
 e

qu
ip

m
en

t

M
an

uf
ac

tu
rin

g 
ne

c¹
, r

ec
yc

lin
g

T
ot

al
 M

an
uf

ac
tu

rin
g

Contribution of high skilled workers² to value added by sector 

CHN IDN IND

T
h

e
 s

y
m

p
to

m
s
 



   

0

1

2

3

4

5

6

U
S

A
C

A
N

G
B

R
N

Z
L

H
U

N
C

H
E

IR
L

A
U

S
JP

N
E

S
T

S
V

K
M

E
X

E
S

P
O

E
C

D
IS

L
G

R
C

B
E

L
D

N
K

A
U

T
P

O
L

E
U

T
U

R
N

O
R

LU
X

K
O

R
IS

R
F

IN
S

V
N

IT
A

S
W

E
C

H
L

F
R

A
D

E
U

N
LD

C
Z

E
P

R
T

B
R

A
Z

A
F

R
U

S
C

H
N

IN
D

ID
N

OECD indicator of employment protection legislation for regular employment 

   
Relatively stringent labour regulations 
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The tax wedge on labour is low for small 

firms but relatively high for large ones 
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Education: low literacy rate 
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Still low enrollment rate in secondary 

education 
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Learning outcomes are low 
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  Poor infrastructure 
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Inappropriate business environment – e.g. 

the bankruptcy law, … 
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   …a complex tax system 
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 Reduce barriers to formal employment by introducing a 
simpler and more flexible labour law which does not 
discriminate by size of enterprise.  

 Continue improving access to education, especially at the 
secondary level, and better focus on the quality of education. 
Provide better and earlier vocational training. 

 In the infrastructure sector, impose clear timelines, 
rationalise documentation, and implement single-window 
clearance. 

 Continue improving the business environment and opening 
up the economy. 

 Implement swiftly the GST, streamline special tax regimes 
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Additional information 
 



Creating better quality jobs is key to 

promote inclusive growth 
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Manufacturing share in GDP is low 
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Productivity is relatively low in the 

manufacturing sector 
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Productivity gains have been low 
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  …with still high limits to FDI 
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   …and some scope to facilitate trade 
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