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Sluggish Growth in Industry-Inadequate Skill Development
or Rigidity of Labour Laws?

Raavi Aggarwal -3¢ year

both its strength and weakness. With a workforcéFirst Develop India”, rather than maintaining
rivaled only by China, and demographic dividendsingular focus on attracting foreign investmen
within reach, India’sfuture seems bright. At the samelndeed, India’ development policies play a key role
time though, moving beyond the apparent, the bign determining industrial growth in employment ang
guestion is that “Will India be able to realise this output. Greater technological advancement arjd
potential?” The article deals with this and movesimprovements in productivity can, in turn, aggrandiz¢
beyond the discussion of the hindrances faced by t@DP growth. Nevertheless, this economic enigmia
Indian industries in the form of infrastructural requires a multi-faceted approach and other aspegts
bottlenecks, and the rigidity of laws, and questionget to be examined.
the extent of the damage caused in the process.

Summary: It is often saidhat India’spopulation is  central pitch with respect to FDI has been the motjﬂ),

“DemocracyDividend and Demand is what India hag

to offer”, reiterates the honorable Prime Minister, whef

_ ) o addressing investors abroad. Democracy has |gs
Itis estlm_ated that India will become the most_ populougpparent benefits in a populous, multi-cultural countfy
country in the world by 2025. By 2020, its adultjje |ndia. The system ensures transparency, givgs
working population would comprise 66% of the totalcredence to public opinion and also prioritizes growi
population. The country undoubtedly provides the, sinesses. However, whether India will be able
largest share of skilled and unskilled Iabourwitnessegapitanze on its favorable age structure and hen
in the global economy. Yet the growth of the industrialegjize its demographic dividend is, on the other harn
and manufacturing sectors remains dismal. In 20134gpatable. Advocates of the demographic bonus cl3
2014, the secondary sector grew at a paltry rate @hat with majority of its population being in the adultf
0.5%. Notablythere’ sbeen a high degree of variation working age group (15-59 years), the Indian econorf]
across the last decade as well. While the growth ratg gyre to augment its growth since a greater porti
touched a staggering 20% in 2006, it later plunged tgf tpe population shall be employdt$ Jame<008).
-7.2% in 2009, Trading Economics Data, MOSPI)  Thjs age structure can be contrasted with that of tije

Perhaps greater FDI is the panacea to the industrieggrpnanaerchivifogor;%’ WTCEI;;Opnrﬁ;ﬁsl:rn%rt%\g;rg ’a
problems. However, factories in India face severa? P y ageing pop 9

) . .. —of senior citizens who would, in turn, demand high
structural bottlenecks including water and electricity ensions and retirement schemes in the future

shortages that can dissuade firms from producing,
despite the availability of cheap labour. Miodi's  Economic research establishes that the reIationsJip
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between the age structure of a population and itsonditions of contractual labourers with the mtentm]]
corresponding effects on economic growth does def ensuring homogeneity of work conditions acrosp
facto hold strongly positiveK( S James2008). permanent and casual labouréfhsan, Pages and
However, critics of this theory argue that the IndiarRoy,2008. In the end, the twin effects of both thesf
economy would not be able to achieve the positivstringent laws are more detrimental than beneficial [fo
benefits of the dividend due to its severalthe Indian labour force. The intractability of such
infrastructural bottlenecks. Low literacy rates, pooiegislation generates economic inefficiency in labouy
nutritional & health status along with institutional markets, which otherwise demand greater flexibility
hindrances such as water and electricity shortageSonsequently, firms attempt to circumvent laws b
ambiguous property rights et al, all result in lowhiring fewer workers and offering only contractug
industrial output. Economists also ascribe an inegpositions.
macroeconomic and fiscal environment, which could _ o
lead to potential wastage of Ind&demographic In essence, greater FDI is not an elixir to the probler:{F

dividend. of the industrial sector. However, larger investme
coupled with stronger emphasis on developmenj-
However, it is not merely inadequate skill developmenbriented policies would positively influence India’g
that has stymied growth in the manufacturing sectogrowth story. Thus, an improvement in the health ard
The intensity of Indian labour laws has also played autritional status of workers, along with substantiy
central role in shaping the labour market environmentmprovements in education and skill development
Labour laws in India are often perceived to be todhe labour force would help accentuate the industr|l
restrictive on employers as compared to those in othgrowth rate. In addition, greater openness to trade ajhd
Asian economies and developed nations. Further, thritigation of the supply-side bottlenecks would
government places greater emphasis on laws thaontribute positively as well. Further, greater flexibility
regulate hiring and retrenchment of the labour forcén the labour markets through reforms of legislatiof
than on the working conditions within factories. Thewould boost competitiveness of the labour force and
Industrial Disputes Act, 1947, responsible forthus, promote technological advancement. Th
adjudication of disputes and modulation of lawscyclical process would, in time, generate muItipIicati\Jl5
pertaining to retrenchment & exit of workers, has beegrowth rates in the industry.
the most contentious legislation among employers. The
most disputative clause of the act requires a firm that REFERENCES
has more than 100 employees, to obtain prio
authorization from the government before laying off['
an employee; such permission is seldom granted

(Ahsan, Pages and R&008. 2. “Glorifying Malthus: Current Debate on ‘ Demographic
Dividend’ in India,K S James2008.

MOSPI data on Indian Industrial Production, http:/jj
www.tradingeconomics.com/india/industrial-production

The other law that has been highly polemical amon Ledislation. En ¢ and Adiudication in the Lab

. . . . egisiation, Enforcement an judication In e Laboy
f|rm§_ is the ContraCt_ Labour (Regulation and Markets- Origin, Consequences and the way forward,
Abolition) Act, 1970. This act regulates the working  ansan, Carmen Pages and Tirthankar Rzg08

India; Growth or Inclusive Growth?

Anubhav Bigamal

Madras School of Economics

Summary: Best-fit growth strategy conundrum hasdown growth strategy or a bottom-up approach fit
been a pivotal point of discussion among economistthe Indian model best, is highlighted upon in th
Whether a top down approach to growth via a tricklearticle. What is required in the Indian context? Shouﬂi
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