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INDIAN ECONOMY ïIIP AND MANUFACTURING GROWTH

Source: MoSPI, RBI, EAC

Volume growth as measured by IIP (2011-12 base) is gradually picking momentum, higher manufacturing 

growth is driven by increased prices

INDEXOFINDUSTRIALPRODUCTION(IIP), 2011-12 BASE MANUFACTURINGGROWTHOFGDP, BLNEUR
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Growth 6.0% 5.0% 8.3% 10.8% 10.9%

Á IIP is based on fixed set of items, based on sample of factories from organized market. Hence it is not the foolproof method to 

capture the volumetric growth of manufacturing segment as unorganized market growth is not reflected in the calculation

Á In tune with changing dynamics, govt. revises base year of IIP. MoSPIcame up with new IIP with base year being FYô12 in May 

2017. IIP captures manufacturing, mining and electricityoutput. Current weightages for them are 75%, 15% and 10% respectively

Á Manufacturing growth calculation is inclusive of organized and unorganized segments. The private organized manufacturing is 

estimated from financials of listed companies whereas the unorganized segment is estimated from IIP

1 EUR = 72 INR
Focus period

7.9%
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MANUFACTURING PRE-REQUISITEïINDIA

Source: EAC research

The inherent diversity and sheer size of India makes it critical to establish a sound understanding of the 

country prior to identifying the optimum location for setting up a manufacturing/ service facility

5 ðMajor manufacturing clusters

13 ðMinor manufacturing clusters 

15 ðManufacturing districts

Varied economic activity and 

demographic dividend

STRATEGICDIVERSITY

OPERATIONALDIVERSITY

State-wise industrial policies

Geographically scattered 

industrial clusters

Varying govt. support to 

promote investments

Diverse support infrastructure 

across and within states

Scattered demand and supply 

centres

Varying cost structures 

(investment and operational)

Varying government support / 

competitive trend

SCATTEREDMANUFACTURINGLOCATIONS
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MANUFACTURING CLUSTERS IN INDIA ïOVERVIEW

Source: EAC research and analysis

States on the western and southern coast of India have highly developed manufacturing clusters while 

northeast remains underutilized

E
m

e
rg

in
g

W
e
a
k

Pharmaceuticals Engineering and Machine tools Textiles Mining Auto parts Chemical and petrochemicals Food processing

Oil & Gas Power

Gujarat

Tamil Nadu

Maharashtra

Punjab

Uttrakhand

Haryana

Andhra Pradesh

Karnataka

Segment contributes ~69% 

to total manufacturing GDP. 

States with traditionally 

strong industries like 

textiles, pharma, etc. 

Segment contributes 26% 

to total manufacturing GDP. 

Sikkim with a CAGR of 

30%is the fastest growing 

state in the segment

States having agriculture, 

handlooms, handicrafts as 

their advantage; Segment 

accounts for 6% of Indiaôs 

manufacturing GDP
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GOVERNMENT PUSH ïLAUNCH OF ñMAKE IN INDIAò

Source: EAC research

To convert demographic dividend of India to an opportunity, government initiated 3-stage mission of 

creating new jobs, addressing skill gaps of young India and creating conducive eco-system for investment

INITIATIVESBYINDIANGOVERNMENT

Target to add 100 mio new jobs by 2022

Á "MAKE IN INDIA" launched to attract long term FDI in manufacturing

Á "START UP INDIA" launched to encourage Young Entrepreneurs and promote Technology Innovation

Á "DIGITAL INDIA"launched to encourage Digitalization

Á òMinistry of Skill Development and Entrepreneurshipó - skilling 500 mio by 2022

Á For co-ordinated implementation, 3 tier institutional structure developed

ï National Skill Development Agency (NSDA)

ï National Skill Development Co-ordination Board (NSDCB)

ï National Skill Development Corporation (NSDC)

Á Introduction of labour reforms with the intention to club existing 40 laws into 4ï5 laws

Á Improve ease of doing business by initiating measurable reforms such as getting permits, installation 

approvals, banking etc.

Job 

Creation

Skill

Creation

Investment

Ecosystem
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GOVERNMENT PUSH ïNATIONAL MANUFACTURING POLICY

Source: Confederation of Indian Industry

Indian government has drafted óNational Manufacturing Policyô for inclusive manufacturing sector growth, 

wherein raising manufacturing share of GDP and global competitiveness is the key focus

MANUFACTURINGSECTOR

GROWTHSUSTAINABILITY

SKILLSET

GLOBALCOMPETITIVENESS

DOMESTICVALUE

JOBCREATION

INDIAòNATIONAL

MANUFACTURING

POLICYó OBJECTIVES

Á Increase manufacturing sector growth 

to 12-14%over the mid-term enabling it 

to contribute at least 25%of the GDP by 

2022from 18% currently

Á Ensure sustainability of growth 

particularly with regards to 

environment

Á Creation of skill sets for inclusive 

growth through Skill India (launched in 

2015 with investment of 0.13 mio EUR)

Á Enhance global competitiveness of 

Indian manufacturing through policy 

support (Manufacturing competitiveness 

rank to#5 by2020 from #11 currently) 

Á Increase domestic value addition and 

technological ôdepthõ in manufacturing

Á Increase the rate of job creation in 

manufacturing to generate 100 mio 

additional jobs by 2022
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Source: EAC research

MANUFACTURING GDP TARGET AND RATIONALE

Indian government plans to aggressively promote manufacturing sector, wherein it targets to increase 

GDP share of manufacturing to 25% by 2022 from 18% currently, thereby fuelling 100 mionew jobs

Target GDP 

Manufacturing share

2017 2022

18%

25%

2nd largest population and with the youngest population by 20201

>12 mio people entering workforce each year2

~68% of youthlives in rural India and majority being fit for low skill work,migrate from rural 
to urban centres 3

Agriculture workforce (~44%) estimated to decline and services to have limited capacity to 
create/ absorb new jobs4

Transition needed from services led economy to manufacturing based 5

Only manufacturing sector can create required jobs to empower young Indian population and drive 
GDP growth6
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WHY ñMANUFACTURING IN INDIAò?

Source: EAC

Skilled yet inexpensive labor base coupled with robust R&D capabilities and developed supply ecosystem 

are gears facilitating MNCs to manufacture in India, catering local as well as exportsô demand

SUPPLIER

ECOSYSTEM

LOWER

COSTS

(MFG. LABOR, 
UTILITIES)

EFFICIENT

INDIA

MANUFACTURING

Á ~1.7 mio engineers, 

520 thsd managers and 

1.7 mio skilled laborers 

available each year

Á ~930 MNC R&D centers 

existent in India

Á ICT, Automotive- top sectors Á Mfg. labor ~60% cheaper 

than China

Á Utilities ~5-15% cheaper 

than China

Á Ford, Nissan, Volkswagen, GM, 

Schneider, JCB- excerpt of cos. 

leveraging advantages to locally 

manufacture and export

Á Reduced dependence on 

imports for RM

Á E.g. Automotive, Textile, etc.

SKILLED

MANPOWER
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APPROACH FOR SELECTION OF STATES

Source: EAC research 

3 step approach used to select relevant states for study viz. top industrial states basis manufacturing 

metrics, states benefitting out of tax incentives and states focused on specific sectors

5 states 

2 states 

7 states 

Top 5 states that have developed 

manufacturing eco-system and power 

house of manufacturing growth in 

India

States that have developed industrial 

base on account of special incentives 

given by central government 

States that have significant 

contribution to national 

manufacturing GVA and are focussed 

on specific sectors

Step 1

Step 2

Step 3

Haryana

Gujarat

Maharashtra 

Karnataka

Tamil Nadu

Himachal Pradesh

Rajasthan

Madhya Pradesh

Odisha

Andhra Pradesh

Uttarakhand

Uttar Pradesh 

Punjab

West 

Bengal
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TOP INDUSTRIAL STATES ïPRIORITIZATION

Source: EAC research

EAC arrived at top 5 manufacturing states based on evaluation of parameters of manufacturing GVA 

contribution to national level, mfg. GVA share in State GDP and mfg. GVA growth through 2012-16

Manufacturing GVA contribution in 

national GVA (2015-16)
1 50%

Manufacturing GVA growth 2012-163 25%

Share of manufacturing in SGDP 

(2015-16)
2 25%

xx Overall weightage given

Top 5 manufacturing states

1) Manufacturing GVA contribution considered

29 states and 7 union territories1)

Step 1

Haryana

Gujarat

Maharashtra 

Karnataka

Tamil Nadu

Detailed strategic and 

operational parameters 

assessment of 

selected 5 states
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TOP INDUSTRIAL STATES ïASSESSMENT CRITERIA

Source: EAC research

Top 5 states were thoroughly assessed on strategic parameters of manufacturing relevant population, 

economic growth, education infrastructure, industry ecosystem and government support

Á Share of population engaged in factories

Á Share of working population

DEMOGRAPHICS

Á Industry clusters

Á Major industry clusters: State industrial zones, Special 

economic zones and private industry parks

INDUSTRYECOSYSTEM

Á Overall GSDP

Á GSDP growth rate

Á Manufacturing GDP

ECONOMICGROWTHINDICATORS

Á Engineering and Polytechnic Institutions

Á Industrial training institute (ITI) / Technical vocational 

centers

EDUCATIONINFRASTRUCTURE

Á Upcoming infrastructure projects

Á Manufacturing investment plans

Á State government incentives 

Á Ease of doing business

Á Political stability/ public unrest

GOVERNMENTSUPPORTANDSTABILITY

Step 1
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TOP INDUSTRIAL STATES ïASSESSMENT CRITERIA

Source: EAC research

Furthermore, the top 5 states were assessed for operational parameters including utilities, logistic 

infrastructure quality, labor availability /quality and standard of living

Á Power

Á Water resources

Á Telecom and IT infrastructure

Á Land cost and availability

UTILITIESANDSUPPORTINGINFRA.

Á Labor wages

Á Labor quality and availability

Á Nature of employer-labor relationship

Á Labor productivity

LABORAVAILABILITY, COSTANDQUALITY

Á Road transport

Á Rail transport

Á Air transport

Á Port infrastructure

ECONOMICGROWTHINDICATORS

Á Living conditions

Á Safety (Crime Rate)

STANDARDOFLIVING

Step 1
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TOP INDUSTRIAL STATES ïOVERVIEW RESULTS

Source: EAC research and analysis 

Maharashtra, Gujarat and Tamil Nadu are most attractive states for manufacturing, Haryana is emerging 

state for future and Karnataka needs government efforts to live up to promise of the past
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Á Utilities and 

supporting infra

Á Logistic infra

Á Labor availability, cost 

and quality

Á Standard of living

Á Demographics

Á Economic growth

Á Education infra

Á Industry ecosystem

Á Govt. support and stability

Strategic Parameters

Note: Bubble size represents relative state manufacturing GVA contribution (%) to nation

Haryana

Strong automotive and 

electronics cluster; 

Needs to broaden 

industrial eco-system, 

and utilities infra.

Gujarat

Strong textile /chemical base; 

developing engg; skill, academic & 

social conditions needs improvement

Tamil Nadu

Strong cement, 

automobile and 

leather segments; 

strengthen ease 

of doing business 

and marketing 

efforts 

Maharashtra

Well established industrial ecosystem; 

improving cost competitiveness and 

strengthening skilled labor 

Karnataka

Strong in biotech, 

aerospace, and 

electronics; need to 

improve utilities, port & 

rail infrastructure

Step 1
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TOP INDUSTRIAL STATES ïCOMPARATIVE ASSESSMENT

While Maharashtra is the largest economy in India, Gujarat has been one of the fastest growing states; 

Haryana is an emerging state for the future

Maharashtra Gujarat Karnataka Tamil Nadu Haryana

Key Sectors

ÁAutomotive

ÁPharma

ÁBiotechnology

ÁChemicals

ÁGems & jewelry

ÁTextiles
ÁPharma
ÁChemicals
ÁPetrochemicals
ÁGems & jewellery

Á Bio-technology

Á Electronic hardware

Á Aerospace

Á Automotive

Á Automotive

Á Electronics

Á Cement

Á Textiles

Á Leather

ÁAutomotive

ÁMedical equipment

ÁFootwear

ÁFood processing

Mfg. GVA CAGR 

(%) ðFY12-FY17

Contribution of 

GSDP to GDP (%)

Key Supporting 

Bodies

1) Gross State Domestic Product 

5.2%

37 48

193
236

2016-172011-12

15.2

10.5%

24
40

93

128

2011-12 2016-17

8.2

3.5%

15 18

92

123

2011-12 2016-17

7.9

1.7%

23 25

114
132

2011-12 2016-17

8.5

5.9%

8 11

45
56

2011-12 2016-17

3.6

Source: MoSPI, EAC research

GSDP1)

(bln EUR)

Mfg. GVA

(bln EUR)

High Similar LowNote: Mfg. GVA and GSDP values at constant (2011-12) prices Comparison of Mfg. GVA vs. GSDP growth

Step 1
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TOP INDUSTRIAL STATES ïMAHARASHTRA

Source: EAC research

Maharashtra has a well established industrial base that is spread across the state; however majority of the 

development has been around Mumbai and Pune regions

Plans to build sound industrial ecosystem around DMIC 

corridor and MIHAN (multi-modal international cargo 

hub and airport Nagpur) project 

Pune

Nanded

Nagpur

Raigad

Mumbai

Aurangabad

Nashik

Thane

Ratnagiri

Kolhapur

Solapur

Sangli

Osmanabad

Ahmednagar

Latur

Wardha

Textiles Food Processing HubsAuto & ancillary Chemical Hubs

Districts with single industry focus Districts with multi-industry focus

~38% of Indiaôs automobile 

output by value in 2013

Over 17% of Indiaôs chemical 

revenue with over 1800 units

Attracted ~15 bln EUR FDI 

from 1991 with over 16,500 small scale 

and 322 large scale units

Largest employer with 14 

integrated textile parks and 10 new 

mega textile hubs planned

Step 1




