
1 

India YEAR Book GO+ 

 

  
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
 

 
 
 
 

 

 
 

 
 

Foundation PT CUM MAINS  
WORK-SHEET 

Copyright © Aspire IAS      All rights are reserved. No part of this document may 
be reproduced, stored in a retrieval system or transmitted in any form or by any 
means, electronic, mechanical, photocopying, recording or otherwise, without 
prior permission of Aspire lAS. 

 
Industry and policies 

 

Part - 14 



2 

India YEAR Book GO+ 
Industry and Asso. Policies

 

 

 

Industry 
 

Industrial Policy of 1956 
A comprehensive industrial policy was formulated in 1956. It has following objectives: 
 (i) Development of machine-building industries. 
 (ii) Increase in rate of industrial development. 
 (iii) Reduction of income and wealth inequalities. 
Main Features of 1956 Policy: 
(i) Categories of Industries: 
Large scale industries have been divided into 3 categories. 
(a) Public Sector: 
Under Schedule A, 17 industries were included. These industries were arms and ammunition, atomic 
energy, iron and steel, heavy machinery, mineral oil, coal etc. 
(b) Public-cum-private sector: 
Under Schedule B, 12 industries were included. Industry will be state owned but private sector can also 
establish industry. Industries like aluminium, machine tools, drugs, chemical fertilizer, road and sea 
transport, mines and minerals were included. 
(c) Private sector: 
Under Schedule C, all remaining industries not covered in A and B Schedule were included. These industries 
will be established by private sector. 
(ii) Cottage and small scale industries: 
Govt. will make efforts to promote cottage and small scale industries. Those industries will make use of 
local resources and will generate employment. 
(iii) Concession to public sector: 
Govt. will provide facility of power, transport and finance to Public sector units. However, Govt. will not 
adopt indifferent attitude towards private sector units. 
(iv) Balanced regional development: 
Industrially backward regions will be given priority in establishing industries. More incentives will be given 
to industries which will be established in these regions. 
(v) Training to managers: 
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Private and public sector managers will be given technical and managerial training so that they can perform 
well. Management courses will be started in universities for these persons. 
(vi) Better facilities for labour: 
Under this policy, better facilities for labour will be provided. Workers will be given fair remuneration, 
better working conditions and opportunities to participate in management. 
 (vii) Management in public units: 
Policy laid emphasis on the proper management of public units. Public units can be a good source of 
revenue if efficiently managed. 
(viii) Foreign capital: 
Policy laid stress that foreign capital can play important role in industrial development. Many concessions 
were offered to make use of foreign capital. 

 
New Industrial Policy,1991 
With the gradual liberalisation of the 1956 Industrial policy in the mid-eighties the tempo of industrial 
development started picking up. But the industry was still feeling the burden of many controls and 
regulations.  
For a faster growth of industry, it was necessary that even these impediments should be removed. The new 
government by Shri Narasimha Rao, which took office in June 1991, announced a package of liberalisation 
measures under its Industrial Policy on July 24, 1991. 
Objectives: 
(i) Liberalising the industry from the regulatory devices such as licenses and controls.  
(ii) Enhancing support to the small scale sector. 
(iii) Increasing competitiveness of industries for the benefit of the common man. 
(iv) Ensuring running of public enterprises on business lines and thus cutting their losses. 
(v) Providing more incentives for industrialisation of the backward areas, and  
(vi) Ensuring rapid industrial development in a competitive environment. 
 
The New Industrial Policy has made very significant changes in four main areas viz., industrial licensing role 
of public sector, foreign investment and technology and the MRTP act. The major provisions of this policy 
are discussed below. 
(1) Abolition of Industrial Licensing: 
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To begin with, 18 industries were placed in this list of industries that require licenses. Through later 
amendment to the policy, this list was reduced. It now covers only five industries relating to health security 
and strategic concerns that require compulsory licensing.  
The 5 Industries which are under compulsory licensing are: Distillation and brewing of alcoholic drinks; 
Cigars and cigarettes of tobacco and manufactured tobacco substitutes; Electronics and aerospace and 
defense equipment; Industrial explosives including detonating fuses, safety fuses, gun powder, 
nitrocellulose and matches; and Hazardous chemicals including items hazardous to human safety and 
health and thus fall for mandatory licensing. 
(2) De-reservation of Industries for Public Sector:  
(i) Reduced reservation for public sector: 
A few more industries were de-reserved and now the exclusive area of the public sector remains confined 
to only 4 industrial sectors which are: (i) defence production, (ii) atomic energy, (iii) railways and (iv) 
minerals used in generation of atomic energy. 
(ii) Efforts to revive loss making enterprise. 
(iii) Disinvestment in selected public sector industrial units. 
(iv) Greater autonomy to public enterprises. 
(3) Liberalised Policy Towards Foreign Capital and Technology: 
The July, 1991 Industrial policy made several concessions to encourage flow of foreign capital and 
technology into India, which are follows: 
(i) Relaxation in Upper Limit of Foreign Investment: 
The maximum limit of foreign equity participation was placed at 40 per cent in the total equity capital of 
industrial units which were open to foreign investments under the 1991 policy; this limit was raised to 51 
per cent. 34 specified more industries were added to this list of 51 per cent foreign equity participation. 
 
In some industries the ratio of foreign equity was raised to 74 percent. Foreign Direct Investments (FDI) was 
further liberalised and now 100 per cent foreign equity is permitted the case of mining, including coal and 
lignite, pollution control related equipment, projects for electricity generation, transmission and 
distribution, ports, harbours etc. 
Recent decision taken to further liberalise FDI include permission for 100 per cent FDI in oil refining, all 
manufacturing activities in Special Economic Zones (SEZ’s), some activities in telecom see tor etc. 
(ii) Automatic Permission for Foreign Technology Agreement:  
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Now the Indian companies could enter into technology agreements with foreign companies and import 
foreign technology for which permission would be automatically granted provided the agreements involved 
a lump sum payment of upto Rs. 1 crore and royalty upto 5 percent on domestic sales and 8 per cent on 
exports. 
(4) Changes in the MRTP Act: 
According to the Monopolies and Restrictive Trade Practices (MRTP) Act, 1969, all big companies and large 
business houses (which had assets of Rs. 100 crores or more, according to the 1985 amendment to the Act) 
were required to obtain clearance from the MRTP Commission for setting up any new industrial unit, 
because such companies (called MRTP companies) were allowed to invest only in some selected industries. 
Thus, besides obtaining a licence they were also required to get MRTP clearance. This was a big 
impediment for industrial development as the big business firms which had the resources for development 
could not grow and diversify their activities. 
The Industrial Policy, 1991 has put these industries on par with others by abolishing those provisions of the 
MRTP Act which mediate mandatory for the large industrial houses to seek prior clearance from MRTP 
Commission for their new projects. 
Under the amended Act, the MRTP Commission will concern itself only with the control of Monopolies and 
Restrictive Trade Practices that are unfair and restrict competition to the detriment of consumer s 
interests. No prior approval of or clearance from the MRTP Commission is now required for setting up 
industrial units by the large business houses. 
 
(5) Greater Support to Small-Scale Industries: 
The New Industrial Policy seeks to provide greater government support to the small-scale industries so that 
they may grow rapidly under environment of economic efficiency and technological upgradation. A package 
of measures announced in this context provides for setting up of an agency to ensure that credit needs of 
these industries are fully met. 
It also allows for equity participation by the large industries in the small scale sector not exceeding 24 per 
cent of their total shareholding.  
(6) Other Provisions: 

• Besides above discussed measures, the Industrial Policy 1991 announced some more steps to promote 
rapid industrial development. It said that the government would set up a special board (which was 
established as Foreign Investments Promotion Board—FIPB) to negotiate with a number of international 
companies for direct investment in industries in India. 
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• It also announced the setting up of a fund (called National Renewal Fund) to provide social security to 
retrenched workers and provide relief and rehabilitate those workers who have been rendered 
unemployed due to technological changes. 

• The New Policy also removed the mandatory convertibility clause under which the Public Sector Financial 
Institution were asked to convert the loans given by them to private industries in equity (shares) and thus 
become partners in their management. 

 
National Manufacturing Policy,2011 
The Planning Commission released the draft, the first ever in India in 2012. The objective of the National 
Manufacturing Policy is to boost the country’s share of industrial production, employment; development of 
world-class infrastructure and investments in India’s manufacturing space.  
This policy was long overdue because India needed to boost its GDP level to double digit primarily with the 
help of manufacturing sector so that economy is diversified, productivity increases and jobless growth does 
not take place.  
In the past there were industrial policies beginning from 1956 to 1977, 1980, 1985 and last major industrial 
policy in 1991 which broadly guided the development of manufacturing sector as well. But this was first 
time that India announced a separate manufacturing policy (2012). 
 
Main features of the National Manufacturing Policy 
 

1. Increase share of manufacturing in GDP 
• The policy aims to increase the share of manufacturing in the country’s GDP from the current 16% to 25% 

by 2022. 
 

2. Increase share of manufacturing in employment 
• The National Manufacturing Policy aims to create 100 million additional jobs in the next decade. It also 

proposes to focus on employment intensive industries, capital goods industry, industries with strategic 
significance and those in which India enjoys a competitive edge and the SME sector. 

• Employment intensive sector include textiles and garments; leather and footwear; gems and jewellery; and 
food processing industries. 
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• It also puts emphasis on capital goods industries like machine tools,:  heavy electrical equipments; heavy 
transport, earth moving and mining equipments.  

• Further, it also suggests promotion of strategic industries such as aerospace; shipping; IT hardware and 
electronics; telecommunication equipment; defence equipment; and solar energy. The NMP also envisages 
focus on industries in which enjoys comparative advantage such as automobiles; pharmaceuticals; and 
medical equipment. 
 

3. Focus on Small scale industries 
• The NMP has given special emphasis on Small and Medium Enterprises (SME) segment of manufacturing in 

particular. It envisages variety of financial and development incentives that have been envisaged therein.  
• The need for special focus on the segment arises from the fact that currently, 8% of overall GDP, 45% of 

manufacturing output and 40% of the country’s exports originate in more than 26 million SME units across 
the country.  

• These SME units are engaged in the production of more than 6000 products, 22% of which are food 
products, 12% are chemicals and chemical products, 10% basic industry metals, 8% metal products, 6% 
each of electrical and machinery parts and rubber and plastic products (36% of miscellaneous products). 
 

4. Industrial training and skill formation 
• NIMZ, the SPV will undertake skill up gradation in co-ordination with the National Skill Development 

Corporation (NSDC).  
• The 11th plan envisaged setting up of 500 new ITIs in industrial clusters/SEZs and 1000 new ITIs in other 

areas based on demand via the PPP route. So, to encourage the private sector to set up their own 
institutions, the government will provide weighted standard deduction of 150% of the expenditure (other 
than land or building) incurred on Public Private Partnership (PPP) project for skill development in the ITIs 
in manufacturing sector in separate facilities in coordination with NSDC. 
 

5. Establishment of National Investment and Manufacturing Zones (NIMZ)  
• The cluster approach of Industrialization creates conducive environment and ecosystem for Industrial 

development. China was the first country in world to experiment with the Idea and became the 
manufacturing hub of the world. 
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• In this light the draft NMP envisages establishment of National Investment and Manufacturing Zones 
(NIMZ) in India equipped with world-class infrastructure that would be autonomous and self-regulated 
entities developed in partnership with the private sector.  

• Each NIMZ was proposed to have 5,000 hectares of land. 
• Land will be selected by State Governments. Preference would be given to uncultivable land. Both state 

and central Government would fund trunk infrastructure.  
• NIMZ will be developed as integrated industrial townships with state-of-the art infrastructure and land use 

on the basis of zoning; clean and energy efficient technology; necessary social infrastructure; skill 
development facilities, etc., to provide a productive environment to persons transitioning from the primary 
sector to the secondary and tertiary sectors.  

• These NIMZs would be managed by SPVs (Special Purpose Vehicles) which would ensure master planning of 
the Zone; pre-clearances for setting up the industrial units to be located within the zone and undertake 
such other functions as specified in the various sections of this policy. 

• To enable the NIMZ to function as a self governing and autonomous body, it will be declared by the State 
Government as an Industrial Township under Article 243 Q(c) of the Constitution. 

• NIMZ would be different from SEZs in terms of size, level of infrastructure planning, and governance 
structures related to regulatory procedures and exit policies.  

• A NIMZ will be notified by the Central Government, by notification in the Official Gazette.  
• The Department of Industrial Policy and Promotion will act as the nodal agency for the central 

government in matters pertaining to the NIMZs. 
• The administrative structure of NIMZ will comprise of a Special Purpose Vehicle, a developer, State 

Government and the Central Government.  
• Every SPV shall be a legal entity by the name of the NIMZ. This SPV can be a company. The CEO of the SPV 

will be a senior Central/State government official. This SPV will prepare a Master Plan for the Zone.  
• It will prepare a strategy for development of the Zone and an action plan for self regulation to serve the 

purpose of the policy. It is left to the State Government to adopt a model that it considers most workable.  
 

6. Exit policy and labour reforms 
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• The NMP policy embodies an easy exit policy and single window clearance in zones. It envisages flexible 
labor laws and simplified & expeditious exit mechanism for sick units. 
 

7. Simplify rules and regulations 
• The Environmental Clearances for NIMZ units under the EIA Notification, 2006 shall be considered on a high 

priority, and the units thereon will be exempted from public hearing provided under the EIA Notification, 
2006 in cases where such estates have undergone public hearing as a whole. Further, facilitative 
instructions and guidelines may be issued at the Central and State level from time to time aiming at 
promotion of NIMZ investment while safeguarding environmental integrity. 
 

8. Financial and monetary incentives 
• The NMP envisages financial and tax incentives to small and medium enterprises. The policy is in favour of 

fiscal sops to boost manufacturing. It envisages reimbursing small & medium enterprises the funds used for 
technology purchase.  

• NIMZ with a host of benefits, including exemption from capital gains tax. 
• NIMZs will be eligible for viability gap funding, which cannot exceed 20 per cent of the project cost. 
• As per the norms, the developers of NIMZs will be allowed to raise funds through external commercial 

borrowings (ECBs) for developing the internal infrastructure of NIMZs. A scheme for a job loss policy will be 
put in place to enable units to pay suitable worker compensation in the eventuality of closures, through 
insurance.0 
 

9. Role of research and innovation 
• The policy proposes establishment of a Technology Acquisition and Development Fund (TADF) for 

acquisition of appropriate technologies including environment friendly technologies; creation of a patent 
pool; and development of domestic manufacturing of equipments used for controlling pollution and 
reducing energy consumption. 

• Operation, Monitoring and Review of the TADF will be done by the Green Manufacturing Committee. Green 
Manufacturing Committee will comprise representatives from the concerned Ministries/Departments of 
the Central Government and relevant sectoral experts from outside government, 
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Make in India (MII): 
The initiative basically promises the investors – both domestic and overseas – a conducive environment to 
turn 125 crore population strong-India a manufacturing hub and something that will also create job 
opportunities. 
Targets 

• Target of an increase in manufacturing sector growth to 12-14% per annum over the medium term. 
• An increase in the share of manufacturing in the country’s Gross Domestic Product from 16% to 25% by 

2022. 
• To create 100 million additional jobs by 2022 in manufacturing sector. 
• Creation of appropriate skill sets among rural migrants and the urban poor for inclusive growth. 
• An increase in domestic value addition and technological depth in manufacturing. 
• Enhancing the global competitiveness of the Indian manufacturing sector. 
• Ensuring sustainability of growth, particularly with regard to environment. 

Invest India: 
• We are the National Investment Promotion and Facilitation Agency of India and act as the first point of 

reference for investors in India. 
• As the national investment promotion and facilitation agency, Invest India focuses on sector-specific 

investor targeting and development of new partnerships to enable sustainable investments in India.  
• In addition to a core team that focuses on sustainable investments, Invest India also partners with 

substantial investment promotion agencies and multilateral organizations. Invest India also actively works 
with several Indian states to build capacity as well as bring in global best practices in investment targeting, 
promotion and facilitation areas. 
 

• Invest India, set up in 2009, is a non-profit venture under the Department for Promotion of Industry and 
Internal Trade, Ministry of Commerce and Industry, Government of India. 

 
Invest India Business Immunity Platform 

The Business Immunity Platform (BIP) is designed as a comprehensive resource to help businesses and 
investors get real-time updates on India’s active response to COVID-19 (Coronavirus). 
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BIP is an active platform for business issue redressal, operating 24/7, with a team of dedicated sector 
experts and responding to queries at the earliest. 
Important features of BIP are: 

• It keeps a regular track on developments with respect to the coronavirus. 
• Provides latest information on various central and state government initiatives, and answers and resolves 

queries through emails and on WhatsApp. 
• Includes frequently asked questions on important aspects like locations of COVID-19 testing and other 

location-specific information. 
• Maps and highlights the response mechanism put in place by leading Indian companies such as sanitation 

of staff vehicles, disabling biometric attendance systems,usage of video-conferencing and tele-

conferencing, developing online solutions and other unique initiatives. 
• This platform also provides the ability to join the dots to find matching suppliers with required supplies and 

for innovators, startups and MSMEs to showcase their solutions 
 

The Micro, Small and Medium Enterprises Development (Amendment) Bill, 
2018 

• The Bill amends the Micro, Small and Medium Enterprises Development Act, 2006.  The Act classifies and 
regulates enterprises as micro, small and medium enterprises. 
 

Type of 
Enterprise 

2006 Act 2018 Bill 

Manufacturing Services All 
enterprises 

Investment in Plant and 
Machinery Investment in Equipment Annual 

Turnover 

Micro 25 lakh 10 lakh 5 crore 

Small 25 lakh to 
5 crore 

10 lakh to 
2 crore 

5 to 
75 crore 

Medium 5 to 10 crore 2 to 5 crore 75 to 
250 crore 
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• The Act classifies micro, small and medium enterprises (MSMEs) on the basis of investment in: (i) plant and 
machinery, for enterprises engaged in the manufacturing or production of goods, and (ii) equipment, for 
enterprises providing services. 
 

• The Bill introduces a uniform classification for all MSMEs.  Under the Bill, all MSMEs, whether they are 
manufacturing or service-providing enterprises, will be classified on the basis of their annual turnover. 
 
The changes in the classification of MSMEs are given in Table 1. 
Table 1: Classification of enterprises as micro, small and medium enterprises (in Rs) 
 

• The central government may change these annual turnover limits through a notification. The maximum 
turnover may be up to three times the limits specified in the Bill. 
 

• Under the Act, the central government may classify micro, tiny or village enterprises as small enterprises. 
The Bill seeks to extend this to allow the classification of micro, tiny or village enterprises as small as well as 
medium enterprises. 

 
Schemes for MSMEs  

1. Prime Minister Employment Generation Programme (PMEGP) 
The scheme is implemented by Khadi and Village Industries Commission (KVIC) functioning as the nodal 
agency at the national level. 
 At the state level, the scheme is implemented through State KVIC Directorates, State Khadi and Village 
Industries Boards (KVIBs), District Industries Centres (DICs) and banks. In such cases KVIC routes 
government subsidy through designated banks for eventual disbursal to the beneficiaries / entrepreneurs 
directly into their bank accounts. 
Assistance 

• The maximum cost of the project/unit admissible in manufacturing sector is ₹ 25 lakhs and in the 
business/service sector, it is ₹ 10 lakhs. (including SC/ ST/ OBC/ Minorities/Women, Ex-servicemen, 
Physically handicapped, NER, Hill and Border areas, etc.) 
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• The balance amount of the total project cost will be provided by the banks in the form of term loan and 
working capital. 
Who can apply? 

• Any individual, above 18 years of age. At least VIII standard pass for projects costing above Rs.10 lakh in the 
manufacturing sector and above Rs. 5 lakh in the business / service sector.  

• Only new projects are considered for sanction under PMEGP. Self Help Groups (including those belonging 
to BPL provided that they have not availed benefits under any other Scheme), Institutions registered under 
Societies Registration Act,1860; Production Co-operative Societies, and Charitable Trusts are also eligible. 

• Existing Units (under PMRY, REGP or any other scheme of Government of India or State Government) and 
the units that have already availed Government Subsidy under any other scheme of Government of India or 
State Government are NOT eligible. 
 

2. Credit Guarantee Trust Fund for Micro & Small Enterprises (CGT SME) 
• Ministry of Micro, Small and Medium Enterprises and Small Industries Development Bank of India (SIDBI) 

jointly established a Trust named Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) in 
order to implement Credit Guarantee Scheme for Micro and Small Enterprises.  

• The corpus of CGTMSE is contributed by Government of India and SIDBI. 75% of the loan amount to the 
bank is guaranteed by the Trust Fund. 

• Collateral free loan up to a limit of ₹ 100 lakh is available for individual MSE on payment of guarantee fee 
to bank by the MSE. 

• Both existing and new enterprises are eligible under the scheme. 
 

3. Interest Subsidy Eligibility Certificate (ISEC) 
• Description The Interest Subsidy Eligibility Certificate (ISEC) Scheme is an important mechanism of funding 

khadi programme undertaken by khadi institutions. It was introduced to mobilise funds from banking 
institutions for filling the gap between the actual fund requirements and availability of funds from 
budgetary sources. 
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• Under the ISEC Scheme, credit at a concessional rate of interest of 4% per annum for working capital, is 
made available as per the requirement of the institutions. The difference between the actual lending rate 
and 4% is paid by the Central Government through KVIC to the lending banks. 

• The Khadi institutions, having valid Khadi certificate and sanctioned khadi programme.The Institutions 
registered with the KVIC/State Khadi and Village Industries Boards (KVIBs) can avail of financing under the 
ISEC Scheme, the Scheme supports only the khadi and the polyvastra sector. 

• The Khadi institutions will apply to the financing bank for working capital alongwith the ISEC certificate 
issued by KVIC. Based on the working capital sanctioned, financing bank will raise the reimbursement claim 
to the nodal branch for the differential interest rate over and above 4%. 
 

4. Revamped Scheme of Fund for Regeneration of Traditional Industries (SFURTI) 
The main objectives of the scheme are to: 

• To organize the traditional industries and artisans into clusters in order to make them, competitive and 
provide support for their long term sustainability; 

• To provide sustained employment for traditional industry artisans and rural entrepreneurs; 
• To enhance marketability of products of such clusters by providing support for new products, design 

intervention and improved packaging and also the improvement of marketing Infrastructure; 
• To equip traditional artisans of the associated clusters with the improved skills and capabilities through 

training and exposure visits; 
• To make provision for common facilities and improved tools and equipments for artisans; 
• To strengthen the cluster governance systems with the active participation of the stakeholders, so that they 

are able to gauge the emerging challenges and opportunities and respond to them in a coherent manner; 
• To build up innovative and traditional skills, improved technologies, advanced processes, market 

intelligence and new models of public-private partnerships, so as to gradually replicate similar models of 
cluster- based regenerated traditional industries. 

5. Coir Vikas Yojana (CVY) 
• The interventions under CVY Scheme envisage a wide range of activities like skill development of artisans, 

mahila coir yojana, for modernization, upgradation and/or establishing a new unit under Coir Industry 
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Technology Upgradation Scheme (CITUS), promoting the domestic as well as export market, providing of 
trade and industry related functional support services, and welfare of coir workers. 
 

6. Coir Industry Technology Upgradation Scheme (CITUS) 
• Description A new component namely “Coir Industry Technology Upgradation Scheme (CITUS)” has been 

introduced replacing the earlier component i.e. “Development of Production Infrastructure” of Coir Vikas 
Yojana for giving away assistance to the entrepreneurs for procurement of eligible Plant & Machinery for 
modernization, upgradation and/or establishing a new unit on making application for the purpose to go for 
larger investment in the coir sector.  

• The financial assistance shall be 25% of the cost of admissible items of Plant and Machinery procured by 
the Coir units. The upper ceiling of the financial assistance will be Rs.2.50 crores per coir unit/ project. 
 

7. Zero Defect Zero Effect Scheme (ZED): 
The objectives of the scheme include inculcating Zero Defect & Zero Effect practices in manufacturing 
processes, ensure continuous improvement and supporting the Make in India initiative. 
The ZED Certification scheme is an extensive drive to create proper awareness in MSMEs about ZED 
manufacturing and motivate them for assessment of their enterprise for ZED and support them. After ZED 
assessment, MSMEs can reduce wastages substantially, increase productivity, expand their market as IOPs, 
become vendors to CPSUs, have more IPRs, develop new products and processes etc. 

• The scheme envisages promotion of Zero Defect and Zero Effect (ZED) manufacturing amongst MSMEs and 
ZED Assessment for their certification so as to: 

• Develop an Ecosystem for Zero Defect Manufacturing in MSMEs. 
• Promote adaptation of Quality tools/systems and Energy Efficient manufacturing. 
• Enable MSMEs for manufacturing of quality products. 
• Encourage MSMEs to constantly upgrade their quality standards in products and processes. 
• Drive manufacturing with adoption of Zero Defect production processes and without impacting the 

environment. 
• Support ‘Make in India’ campaign. 
• Develop professionals in the area of ZED manufacturing and certification. 
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• All manufacturing Micro, Small and Medium enterprises (MSME) having Udyog Adhar Memorandum can 
apply. 

8. A Scheme for promoting Innovation, Rural Industry & Entrepreneurship 
(ASPIRE) 
The main objectives of the scheme are to: 
(i) Create new jobs and reduce unemployment (ii) Promote entrepreneurship culture in India (iii) Boost 
Grassroots economic development at district level (iv) Facilitate innovative business solution for un-met 
social needs, and (v) Promote innovation to further strengthen the competitiveness of the MSME sector. 
NSIC/KVIC or Coir Board or any GoI or State Government agency to set up 80 Livelihood Business Incubators 
for the period 2014 to 2016. The objectives are: Promotion of Innovation, Entrepreneurship and Agro-
Industry organisation of the M/o MSME, and one-time grant of 100% of cost of Plant & Machinery other 
than the land and infrastructure, or an amount up to Rs 100 lakhs, whichever is less. 
The scheme also provides funds for the incubator/incubation and creates necessary synergy between this 
scheme and the Livelihood Business Incubators/Technology Business Incubators and Incubation schemes of 
MSME / NSIC / KVIC / Coir Board / Other Ministries/Departments as well as Private incubators. 

 
Udyog Aadhaar Memorandum. 

• UAM is a one-page registration form which constitutes a self-declaration format under which the MSME 
will self-certify its existence, bank account details, promoter/owner’s Aadhaar details and other minimum 
information required. There shall be no fee for filing the Udyog Aadhaar Memorandum.  

• On submission of the form, Udyog Aadhaar Acknowledgement shall be generated and mailed to the email 
address provided in the Udyog Aadhaar Memorandum which shall contain unique Udyog Aadhaar Number  
(UAN). 

• The Udyog Aadhaar Memorandum is filed on self-declaration basis, and no supporting document is 
required to be uploaded or submitted while filing the Udyog Aadhaar Memorandum, but the Central 
Government or the State Government or such person as may be authorized in this behalf may seek 
documentary proof of information provided in the Udyog Aadhaar Memorandum, wherever necessary. 
 

‘Udyami Mitra’ Portal 
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• Small Industries Development Bank of India (SIDBI) has launched the ‘Udyami Mitra’ Portal 
(www.udyamimitra.in) to improve accessibility of credit and handholding services to Micro, Small and 
Medium Enterprises (MSMEs). 

• Scheduled Commercial Banks (SCBs) have been advised to ensure a target of 7.5% of Adjusted Net Bank 
Credit (ANBC) for Micro Enterprises, that collateral security is not required for loans upto Rs. 10 lakh to MSE 
sector, a simplified working capital requirement for MSEs. 

Government e-Marketplace(GeM): 
• GeM is a one-stop National Public Procurement Portal to facilitate online procurement of common 

use Goods & Services required by various Central and State Government Departments / Organizations 
/Public Sector Undertakings ( PSUs). 

• It was launched in 2016 to bring transparency and efficiency in the government buying process. 
• It operates under the Ministry of Commerce and Industry. 
• The procurement of goods and services by Ministries and the Central Public Sector 

Enterprises (CPSEs) is mandatory for goods and services available on GeM. 
• It also provides the tools of e-bidding and reverse e-auction to facilitate the government users achieve the 

best value for their money. 
• At present, GeM has more than 15 lakh products, around 20,000 services, and more than 40,000 

Government buyer organizations. 
 
Pradhan Mantri Mudra Yojana (PMMY) 
Pradhan Mantri Mudra Yojana (PMMY) is a flagship scheme of Government of India to “fund the unfunded” 
by bringing such enterprises to the formal financial system and extending affordable credit to them.  
It enables a small borrower to borrow from all Public Sector Banks such as PSU Banks, Regional Rural Banks 
and Cooperative Banks, Private Sector Banks, Foreign Banks, Micro Finance Institutions (MFI) and Non 
Banking Finance Companies (NBFC) for loans upto Rs 10 lakhs for non-farm income generating activities. 
The scheme was launched on 8th April, 2015 by the Hon'ble Prime Minister. 
Eligibility 
Any Indian Citizen who has a business plan for a non-farm sector income generating activity such as 
manufacturing, processing, trading or service sector and whose credit need is less than Rs 10 lakh can 
approach either a Bank, MFI, or NBFC for availing of Micro Units Development & Refinance Agency Ltd. 
(MUDRA) loans under Pradhan Mantri Mudra Yojana (PMMY). 
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Types of loans provided 
Under the aegis of Pradhan Mantri MUDRA Yojana, MUDRA has already created the following products / 
schemes. 

1. Shishu : covering loans upto 50,000/- 
2. Kishor : covering loans above 50,000/- and upto 5 lakh 
3. Tarun : covering loans above 5 lakh and upto 10 lakh 

There is no subsidy for the loan given under PMMY. However, if the loan proposal is linked some 
Government scheme, wherein the Government is providing capital subsidy, it will be eligible under PMMY 
also. 
Sectors covered 
To maximize coverage of beneficiaries and tailor products to meet requirements of specific business 
activities, sector / activity focused schemes would be rolled out. To begin with, based on higher 
concentration of businesses in certain activities / sectors, schemes are proposed for: 
Land Transport Sector / Activity - Which will inter alia support units for purchase of transport vehicles for 
goods and personal transport such as auto rickshaw, small goods transport vehicle, 3 wheelers, e-rickshaw, 
passenger cars, taxis, etc. 
Community, Social & Personal Service Activities - Such as saloons, beauty parlours, gymnasium, boutiques, 
tailoring shops, dry cleaning, cycle and motorcycle repair shop, DTP and Photocopying Facilities, Medicine 
Shops, Courier Agents, etc. 
Food Products Sector - Support would be available for undertaking activities such as papad making, achaar 
making, jam / jelly making, agricultural produce preservation at rural level, sweet shops, small service food 
stalls and day to day catering / canteen services, cold chain vehicles, cold storages, ice making units, ice 
cream making units, biscuit, bread and bun making, etc. 
Textile Products Sector / Activity - To provide support for undertaking activities such as handloom, 
powerloom, chikan work, zari and zardozi work, traditional embroidery and hand work, traditional dyeing 
and printing, apparel design, knitting, cotton ginning, computerized embroidery, stitching and other textile 
non garment products such as bags, vehicle accessories, furnishing accessories, etc. 

 
Start Up India Scheme 
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Startup India scheme is an important government scheme which was launched on 16th January 2016 with 
an aim to promote and support the start-ups in India by providing bank finances. It is implemented by 
Ministry of Commerce and Industry. 
Organized by the DPIIT, the major objective of Startup India is to discard some of the restrictive States 
Government policies which include: 

• License Raj 
• Land Permissions 
• Foreign Investment Proposals 
• Environmental Clearances 

The Startup India scheme is based majorly on three pillars which are mentioned below: 
1. Funding support and incentives to the various start-ups of the country. 
2. To provide Industry-Academia Partnership and Incubation. 
3. Simplification and Handholding. 

Registration for Startup India 
A person must follow the below-mentioned steps that are important for the successful registration of their 
business under the Startup India scheme: 

• A person should incorporate their business first either as a Private Limited Company or as a Limited Liability 
Partnership or as a Partnership Firm along with obtaining the certificate of Incorporation, PAN and other 
required compliances. 

• A person needs to log in to the official website of Startup India where he/she has to fill all the essential 
details of the business in the registration form and upload the required documents. 

• A letter of recommendation, Incorporation/Registration Certificate and a brief description of the business 
are some of the essential documents required for the registration purpose. 

• Since the start-ups are exempted from income tax benefits, therefore, they must be recognised by the 
DPIIT before availing these benefits. Also, they should be certified by the Inter-Ministerial Board (IMB) to be 
eligible for IPR related benefits. 

• After successful registration and verification of the documents, you will be immediately provided with a 
recognition number for your startup along with a certificate of recognition. 
Startup India Benefits 
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After the launch of Startup India scheme, a new program was launched by the government named I-MADE 
program which focused on helping the Indian entrepreneurs in building 1 million mobile app start-ups. The 
government of India had also launched the Pradhan Mantri Mudra Yojana which aimed to provide financial 
supports to the entrepreneurs from low socioeconomic backgrounds through low-interest rate loans. Some 
of the key benefits of Startup India are as follows: 

• To reduce the patent registration fees. 
• Improvement of the Bankruptcy Code ensuring a 90-day exit window. 
• To provide freedom from mystifying inspections and capital gain tax for the first 3 years of operation. 
• To create an innovation hub under the Atal Innovation Mission. 
• Targeting 5 lakh schools along with the involvement of 10 lakh children in innovation-related programmes. 
• To develop new schemes that will provide IPR protection to startup firms. 
• To encourage entrepreneurship throughout the country. 
• To promote India as a start-up hub across the world. 

 
Stand up India Scheme: 
The Stand Up India scheme aims at providing people belonging to the scheduled caste or scheduled tribe or 
women of the country a loan between Rs.10 lakhs to Rs.1 crore, based on their requirement. 
Under the scheme, 1.25 lakh bank branches would each be expected to lend money every year to at least 
one Dalit or tribal entrepreneur and one woman entrepreneur in their service area.  
Features of the Stand Up India Scheme: 
The Prime Minister of India, Mr Narendra Modi launched the Stand Up India Scheme in April 2016, 
encouraging people from the scheduled caste and scheduled tribes and women across the country to 
become entrepreneurs by loaning them a sum of money to start a business. 

• The scheme is part of an initiative by the Department of Financial Services (DFS) to promote 
entrepreneurial projects. 

• An amount ranging from Rs 10 lakhs to Rs.1 crore to be provided as a loan, inclusive of working capital for 
setting up a new enterprise. 

• The scheme states that each bank branch needs to facilitate two entrepreneurial projects on an average. 
One for SC/ST and one for a woman entrepreneur. 

• A RuPay debit card would be provided for the withdrawal of credit. 
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• Credit history of the borrower would be maintained by the bank so that the money is not used for any 
personal use. 

• Refinance window through Small Industries Development Bank of India (SIDBI) with an initial amount of 
Rs.10,000 crore. 

• Under this scheme, through NCGTC, creation of a corpus of Rs.5000 crore for credit guarantee. 
• Supporting the borrowers by providing comprehensive support for pre-loan training like facilitating the 

loan, factoring, marketing, etc. 
• A web portal has been created to assist people for online registration and support services. 
• The main purpose of this scheme is to benefit the institutional credit structure by reaching out to the 

minority sections of the population by initiating bank loans in the non-farm sector. 
• The scheme will also be an advantage for the ongoing schemes of other Departments. 
• The Stand Up India scheme will be led by Small Industries Development Bank of India (SIDBI) along with the 

involvement of the Dalit Indian Chamber of Commerce and Industry (DICCI). Along with DICCI, there will 
also be involvement of other sector-specific institutions. 

• The designation of Stand Up Connect Centres (SUCC) will be provided to SIDBI and National Bank of 
Agriculture and Rural Development (NABARD)  

• An initial amount of Rs.10,000 crore will be allotted to the Small Industries Development Bank of India 
(SIDBI) to provide financial aid. 

• There will be a pre-loan and an operational phase for this scheme and the system and Officials tend to help 
people throughout these phases. 

• To help the credit system reach out to the entrepreneurs, the margin money for the composite loan will be 
up to 25 per cent. 

• The people who apply for this scheme will be familiarised with the online platforms and other resources of 
e-marketing, web-entrepreneurship, factoring services and registration. 
Inter-Sectoral convergence in the scheme: 

• At the launch of this scheme, 5100 E-Rickshaws were distributed by Bhartiya Micro Credit (BMC) under the 
Pradhan Mantri Mudra Yojna scheme.  
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• In addition to getting a loan under the Stand Up India Scheme, the recipients will also be covered under 
Pradhan Matri Jan Dhan Yojna, Pradhan Mantri Jivan Jyoti Yojana, Pradhan Mantri Suraksha Yojana, Atal 
Pension Yojana schemes and other eight significant Prime Minister schemes. 

• BMC – Bhartiya Micro Credit, aims to spread awareness of the financial inclusion and social security 
schemes and proposes to take the benefits to poor and homeless people in the country. 

• The idea is to facilitate the up-gradation of pedal rickshaw pullers into E Rickshaw owners and help create 
threefold increment in their income. 

• The Mudra Scheme is responsible for proving credit for all the facilities under this program. 
• The shift from pedal rickshaw to E rickshaw will also help contribute towards achieving the goals of Swachh 

Bharat Abhiyan. 
• Under the scheme, charging and service station will also be set up, which will help the growth of the 

emergence of small and micro enterprises along with creating many opportunities for entrepreneurs. 
• This organically integrates Bhartiya Micro Credit (BMC) E-Rickshaws program into ‘Stand Up India’ initiative. 

 

Draft Export policy 
Updated draft comprises of all existing policy conditions, all notifications and public notices issued after 
January 2018 and also includes non-tariff regulations imposed by different government agencies. 
 

o Draft export policy, aimed at consolidating export norms for each product, has accorded eight digit HS 
codes to every product. 
 
What are HS Codes? 
 
ITC (HS) codes are better known as Indian Trade Clarification (ITC) and are based on 
Harmonized System (HS) of Coding. 
 
It was adopted in India for import-export operations. Indian custom uses an eight digit 
ITC (HS) code to suit the national trade requirements. 
 
ITC-HS codes are divided into two schedules. Schedule I describe the rules and exim 
guidelines related to import policies. 
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Export Policy Schedule II describe the rules and regulation related to export policies. 
 
This compendium will help an exporter know all the applicable norms pertaining to a 
particular product, helping them understand policy conditions for that item. 
 
 
About Export Import Policy of India 

 Exim Policy or Foreign Trade Policy is a set of guidelines and instructions established by the DGFT in 
matters related to the import and export of goods in India. 

 Foreign trade in India is guided by the EXIM Policy of the Indian Government and is regulated by 
the Foreign Trade Development and Regulation Act, 1992. 
 
DGFT (Directorate General of Foreign Trade) is the main governing body in matters 
related to Exim Policy. The main objective of the Foreign Trade (Development and 
Regulation) Act is to provide the development and regulation of foreign trade by 
facilitating imports into, and augmenting exports from India. Foreign Trade Act has 
replaced the earlier law known as the Imports and Exports (Control) Act 1947 
 
 
Objectives 

 Exim policy or Foreign Trade Policy for the years 2015-20, aims at doubling the overseas sales to $900 
billion by 2019-20 and making India global,while integrating the foreign trade with “Make in India” and 
“Digital India Programme”. 
Features 

 MEIS scheme: Five existing schemes to promote merchandize exports have been merged into a single 
Merchandise Exports from India Scheme (MEIS). 

o The incentives are to be provided in the form of duty scrips as % of FOB (free on board) value of exports. 
 Service Exports from India Scheme (SEIS) will be only for India based service providers and will be based on 

net foreign exchange earned. 
o Both SEIS and MEIS schemes are applicable to SEZ units. 
 Paperless Trade and Online filling of forms will ensure trade facilitation and ease of doing business. 
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 E-commerce export is applicable to items of worth upto 25,000. 
 Provision for Export oriented units, Export hardware technology park and software technology park. 
 The Duty free scrips (form of credit)s are provided to the exporters under various export promotion 

schemes of the government.The scrips may be transferable or nontransferable. 
Merchandise Export Incentive Scheme: 

• MEIS was launched under Foreign Trade Policy of India (FTP) 2015-20. 
• It is one of the two schemes introduced in FP 2015-20, as a part of Exports from India Scheme. The other 

scheme is Service Exports from India Scheme (SEIS). 
• Objective of MEIS is to offset infrastructural inefficiencies and associated costs involved in export of goods 

and products, which are produced and manufactured in India. 
• It seeks to enhance India’s export competitiveness of these goods and products having high export 

intensity, employment potential. 
• Under this scheme, Ministry of Commerce gives duty benefits to several products. It provides duty benefits 

at 2%, 3% and 5% depending upon the product and country. 
It has three sub components: 

1. Vishesh Krishi and Gram Udyog Yojana 
2. Focus Market Scheme 

3. Focus Product Scheme 
 
Service Exports from India Scheme (SEIS) 
Service Exports from India Scheme (SEIS) aims to promote export of services from India by providing duty 
scrip credit for eligible exports. Under the scheme, service providers, located in India, would be rewarded 
under the SEIS scheme, for all eligible export of services from India. In this article, we look at the Service 
Exports from India Scheme in detail. Service Exports from India Scheme was earlier termed as Served from 
India Scheme (SFIS). 
SEIS Scheme Eligibility 
Service Providers of notified services, located in India are eligible for the Service Exports from India Scheme. 
To be eligible, a service provider (Company / LLP / Partnership Firm) should have a minimum net free 
foreign exchange earnings of USD15000 in the preceding financial year to be eligible for duty credit scrips. 
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For proprietorships or individual service providers, a minimum net foreign exchange earnings of USD10, 
000 in the preceding financial year is required to be eligible for the scheme. Also, in order to claim reward 
under the SEIS scheme, the service provider shall have to have an active Import Export Code (IE Code) at 
the time of rendering such services for which rewards are claimed. 
 
Net foreign exchange earnings for the SEIS scheme is calculated as: 
Net Foreign Exchange = Gross Earnings of Foreign Exchange – Total Expenses or payment 
or remittances of Foreign Exchange. 
 
 
 
Duty Credit Scrip 
Service providers of eligible services shall be entitled to duty credit scrip at notified rates 
on the net foreign exchange earned. Duty credit scrips can be used for the payment of 
custom duties, excise duties, service tax on procurement of services, custom duty in case 
of default in fulfillments of export obligation under Advance Authorization/EPCG, etc., 
Further, the SEIS scheme has given relaxation to the actual user condition and duty credit 
scrips and goods imported using duty credit scrips are freely transferable. Duty credit 
scrip would be valid for a period of 18 months from the date of issue. 
 
 
 
Remission of Duties or Taxes on Export Product(RoDTEP) : 

 The new scheme will be implemented from 1st January 2020 and will replace the existing Merchandise 
Exports from India Scheme (MEIS) and create a fully automated route for Input Tax Credit (ITC) in the GST 
to help increase exports in India. 

o It is expected to adequately incentivize exporters by reducing duties paid on exports and will initiate the 
refund of various taxes to exporters. 

o ITC is provided to set off tax paid on the purchase of raw materials, consumables, goods or services that 
were used in the manufacturing of goods or services. This helps in avoiding double taxation and the 
cascading effect of taxes. 

 By adopting to RoDTEP scheme, Indian exporters will be able to meet the international standards for 
exports as affordable testing and certification will be made available to exporters within the country 
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instead of relying on international organizations. 
 

o Also under it, tax assessment is set to become fully automatic for exporters. Businesses will get access to 
their refunds for GST via an automatic refund-route. 

o This would increase the economy for the country and working capital for the enterprise 
 

Annual Survey of Industries (ASI): 
Annual Survey of Industries (ASI) is the principal source of industrial statistics in India providing information 
on important characteristics of registered manufacturing sector. ASI is considered as the most 
comprehensive and reliable source of organised manufacturing sector data providing disaggregated 
industry specific details of production, investment, employment and costs. It does not cover unorganised 
or unregistered or informal sector enterprises. 
ASI is the main survey conducted by Central Statistics Office (CSO) Industrial Statistics (IS) wing. It ensures 
timely dissemination of statistical information to asses and evaluate the dynamics in composition, growth 
and structure of organized manufacturing sector. 
ASI data comes with a lag of two years. Reference Year for ASI 2013-14 is the accounting year for the 
factory which is ending on 31 March 2014, while the survey would have been conducted in 2014-15. ASI 
data is available since 1959. It is possible to get the unit level data covered under ASI, without revealing the 
identity of the unit. 
For the other category of factories/establishments, which are not covered under the ASI, the information is 
collected through the unorganised sector surveys conducted by National Sample Survey Organisation 
(NSSO) every 5 years. Therefore, the ASI and the unorganised sector surveys together cover the complete 
manufacturing sector. 
Scope and Coverage 
The ASI extends to the entire country. It covers all factories registered under Sections 2(m)(i) and 2(m)(ii) of 
the Factories Act, 1948, where the manufacturing process is defined under Section 2(k) of the said Act. The 
survey also covers bidi and cigar manufacturing establishments registered under the Bidi and Cigar Workers 
(Conditions of Employment) Act 1966. All electricity undertakings engaged in generation, transmission 
and distribution of electricity, not registered with the Central Electricity Authority (CEA) are also covered 
under ASI. However, defence establishments, oil storage and distribution depots, departmental units such 
as railway workshops, RTC workshops, Govt. Mints, sanitary, water supply, gas storage etc. are excluded 
from the purview of the survey. 
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Index of Industrial Production: 
Index of Industrial Production (IIP) is an index that shows the performance of different industrial sectors of 
the Indian economy. The IIP is estimated and published on a monthly basis by the Central Statistical 
Organisation (CSO) . As an all India index, it gives general level of industrial activity in the economy. 
Following are the main changes brought in the new series of IIP (2011-12): 

• Base year has been updated to 2011-12 by upgrading the item basket and weighting structure. 
• National Industrial Classification (NIC) 2008 has been adopted in the new series of IIP. 
• Items in the item basket are selected at NIC 3-digit level to increase representativeness. 
• Number of item groups has increased from 399 to 407out of which 149 are new/ emerging items. 
• Electricity generation from renewable energy sources has been included under the ‘Electricity’ sector. 
• Weights are rationalised to appropriately to reflect the actual value addition of each sector incorporating 

effects of subsidies. 
• New use-based classification has been adopted with following categorisation: (i) Primary goods, (ii) Capital 

goods, (iii) Infrastructure/ construction goods, (iv) Intermediate goods, (v) Consumer durables, and (vi) 
Consumer non-durables. 

• A review mechanism has been introduced through a Technical Review Committee. 
Data collection for IIP 

• The IIP is constructed by the CSO using secondary data. Data is sourced from 14 source agencies in various 
Ministries/Departments. But the major source of data for IIP is the Department of Industrial Policy and 
Promotion that supplies data for 322 out of 407 item groups with a weight of 47.54% in overall IIP. 

• IIP is released every month in the form of Quick Estimates with a time-lag of 6 weeks as per the norms of 
IMF. 
Components of IIP 
The IIP is basically divided into three sectors though a use-based classification is also provided by the 
CSO.Following are the three sectors of the IIP as per the revision based on 2011-12 series. 
 
(i) Mining, (ii) Manufacturing and (iii) Electricity  
Table 1: Sectors, number of item groups and weight as per the 2011-12 IIP series 
Sector Number of item groups

  
Weight (%) 
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1. Mining 1 14.373 
2. Manufacturing 405 77.633 
3. Electricity  1 7.994 
Total  
 

407 100 

  
• Number of item groups has been increased from 399 under 2004-05 series to 407 under the 2011-12 series. 

Each item group may contain several sub-industries. 
• In the new base year (i.e. 2011-12), the 407 item groups are divided under three sectors i.e. Mining (1 item 

group), Manufacturing (405 item groups) and Electricity (1 item) with weights of 14.37%, 77.63% and 7.99% 
respectively. 
 
Table 2: Weights of the different sectors under the used based classification – 2011-12 series 
Sector Number of groups Weights 

 
Primary Goods 15 34.05 
Capital Goods 67 8.22 
Intermediate Goods 110 17.22 
Infrastructure/ 
Construction goods 

29 12.34 

 
Consumer durables 

86 12.84 

Consumer nondurables
  

100 15.33 

Total 407  
 

100 

 
Core industries in the IIP 
The Eight Core Industries comprise 40.27 % of the weight of items included in the Index of Industrial 
Production (IIP). These industries are: Coal, Crude Oil, Natural Gas, Refinery Products, Fertilizers, Steel, 
Cement and Electricity. 
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Table 3: Shows the eight core industries and their weights. Refinery products has the largest weights among 
the core industries. 
Industry 
 

Weight 

Coal 10.33 
Crude oil 8.98 
Natural Gas 6.88 
Refinery Products 28.04 
Fertilisers 2.63 
Steel 17.92 
Cement 5.37 
Electricity 19.85 
Total 
  

100 

 

 
Problems of Indian Manufacturing sector: 

• The reluctance of Banks: Currently, banks are hesitant to offer loans for industrial activities. 
• Biased trade regime: India’s trade regime is biased towards capital-intensive manufacturing. 
• Small enterprises, because of their smaller size, suffer from low productivity, preventing them from 

achieving economies of scale. 
• Currently, India spends about 9% of GDP on research and development, a considerably small amount when 

compared with other developed nations. This prevents the sector to evolve, innovate and grow. 
• MSME sector is facing tough competition due to the cheap imports from China and other countries that 

have a free trade agreement with India. 
• Black money and corruption are also hindering the sector’s growth. 
• Currently, India is facing an investment and consumption crisis. 
• The regulatory laws, unfavourable land and labour laws, inadequate connectivity, communication, energy 

infrastructure etc., are some of the other issues faced by this sector. 
• Also, transportation is costly and slow when compared to developed nations. 
• Current geo-economic challenges like trade war, US-Iran tensions, are also negatively affecting India’s 

manufacturing sector. 

https://www.iasexpress.net/india-china-ties/
https://www.iasexpress.net/black-money-in-india-sources-effects-measures-taken/
https://www.iasexpress.net/us-china-trade-war/
https://www.iasexpress.net/iran-nuclear-deal-us-sanctions-on-iran-and-waiver-for-india-upsc-ias-gk/
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• Labour productivity in India is less when compared with other nations like China due to the lag in supply 
chain management, transportation, production planning and maintenance. Today, 62% of India’s 
population is in the working-age group and more than 54% of the total population is below 25 years of age. 
However, it is estimated that only 4.7% of India’s workforce is formally skilled. This is in contrast 
with US (52%), UK (68%), Germany (75%), Japan (80%), South Korea (96%) and China (24%). 

• Intellectual Property Protection and Enforcement are risky and expensive in India. Currently, the 
government is undertaking significant IP Protection reforms, increasing uncertainty and complexity. 
 
 
Why is the manufacturing sector not able to generate jobs? 
 
In the period of 2005-10, an average of 12 million individuals entered into the workforce per annum. During 
the same period, the economy grew at an average of 8.7% and above 9% in three of the five years. Despite 
the high rate of growth, the economy managed to create only 5.5 million jobs annually in the industry and 
service sector during the same period. According to the latest salary index, manufacturing is the lowest-
paid sector in 2016. That is, despite the growth, the hourly salary dropped 16% for the manufacturing 
sector. This sector accounts for only 15% of the total national employment, leading to jobless growth of the 
economy. Some of the causes for this are as follows: 
 

1. Labour laws: 
 

• The labour laws in India are excruciatingly complicated. The laws change based on the number of labourers. 
• The worst of the laws is the Industrial Disputes Act, which says that if the manufacturing firm has 100 

workers or more, it cannot dismiss any of them under any circumstances unless prior approval is given by 
the government, which is rarely given. The law is mandated even if the industry is going bankrupt. 

• Thus, the investors are not willing to enter into this sector. 
• Indian firms, as a result, remain so small on average. 
• Labour is in the concurrent list and more than 40 central laws and more than 100 state laws govern the 

subject. 
• The central government is keen to consolidate the central laws codes – wages, industrial relations, social 

security and welfare and occupational safety, health and working conditions. This brings about reforms to 
ensure ease of business. 
 

2. Lack of necessary skills and education: 

https://www.iasexpress.net/india-united-states-relations/
https://www.iasexpress.net/india-japan-relations/
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• The manufacturing sector, for it to grow, requires an educated workforce with the necessary skills and 

training. 
• India’s skill ecosystem needs to be fixed. According to a FICCI report, India has 5.5 million people enrolled in 

vocational courses, while China has 90 million. 
• Also, India’s education system lacks soft-skills and value-based training that meets the demands of the 

industry. 
• Employment and unemployment survey conducted by the National Sample Survey Organisation (NSSO) 

revealed that the total manufacturing employment in the country has fallen by 3 million, between 2004-05 
and 2009-10. 

• Hasty fixes rarely work in the policymaking and the FDI cannot revive the sector and generate jobs without 
the education reform. 
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