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In Tamil Nadu, the IR situation is
relatively favorable compared to
other states in India. Data was col-
lected from authorized websites and

the labor commissioner’s office.

Focus on skill development and
technical education has enabled the
State to generate a regular supply
of workers for the manufacturing
industries, and the employment gen-
eration and growth of the manufac-
turing sector surpass the national
average. The number of strikes and
lockout in Tamil Nadu resulted in
89658 man-days lost. It is evident
from the findings that the state con-
tributes a significant portion to the
country’s development and manu-
facturing. Providing an endless op-
portunity for education (Engineer-
ing, diploma, IIT) for setting up
manufacturing and sustainable
practices, with a favorable IR cli-
mate in the industry, works to the

advantage of the state.
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Introduction

Tamil Nadu (India) plays a critical
role in the nation’s economic develop-
ment as an industrial powerhouse. The
organized manufacturing sector has the
potential to become a global business
center as a pillar of economic growth.
The state contributes around 34% of
GDP. Additionally, it attracts approxi-
mately $ 4090.50 million in FDI equity
investment toward industrial develop-
ment (Ibef, 2021a). By 2025, it is ex-
pected to attract 20 lakh jobs are be-
ing created by investments costing Rs
10 lakh crore (US$ 137.8 billion). With
at least 37,378 factories, the southern
state leads the list of states (Business
Today, 2016). However, there were
only 14,617 factories in 1990-91. Over
25 years, this number has risen more
than 2.5 times.

Tamil Nadu has significantly con-
tributed to India’s development and has
experienced decades of steady eco-
nomic progress. It has become a ma-
jor production center for textiles,
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leather goods, light, and heavy engineer-
ing, pumps and motors, electronic hard-
ware and software, and vehicles and auto
components. The state continues to be a

national leader in the exports of
readymade clothing, software, leather
products, and autos and automotive com-
ponents. (Ibef, 2021b).

Table 1 Engineering Institutes Tamilnadu and India

Tamilnadu
Engineering Total institutions 495
and technology Total intake 278428
Diploma Total institutions 486
Total intake 178498
ITI Total institutions 496
Total intake 1,13,640

All India
Engineering Total institutions 3010
and technology Total intake 1389733
Diploma Total institutions 3994
Total intake 1012709
ITI Total institutions 14779
Total intake 19 lakhs

Note: Intake in persons

Source: AICTE (2021), NCVT (2021), ITI Directory (2021)

Educational institutions play a crucial
role in opening endless opportunities.
Table 1 provides us with an overview of
the number of colleges with students en-
rolled. The state has 495 engineering
colleges with a total student intake of
278428 (Pon Vasant, 2021). GER (Gross
enrolment ratio) in Tamil Nadu grew from
42% in 2012-13 to 51.4% in 2019-20,
leading by a wide margin almost all other
states in terms of enrolment in higher
education. It is estimated that there are
486 diploma colleges in Tamil Nadu, with
a student intake of 1.9 lakhs (approx).
The courses help students match the
industry’s expectations by providing pro-
fessional skills and reducing
inequality. Students at the colleges are
always prepared in such a way that they
develop employability skills that result in
their master’s degrees. A study on tech-
nical and vocational education and its
impact on employability found that tech-
nical graduates possessed proficient
technical abilities.

Number of registered Factories in Tamilnadu

e 2017-42,082
o 2018-42987
e 2019-44,129
o 2020-45,477
o 2021-46899
Source: Dish (2021)

“Tamil Nadu represented one-fourth
of the factories registered in India over-
all.” This makes it easier to understand
why the state is one of India’s major in-
dustrial hubs. By 2017, there was 2.3 lakh
(approx.) registered industries in India
against 42,000(approx.) in Tamil Nadu.
TN’s strong performance in the manu-
facturing and service sectors has been
fueled by the increased FDI and indus-
try innovation, which has led to annual
growth in the number of factories and,
ultimately, a decrease in the unemploy-
ment rate in the nation. Hussein, (2019)
explains that investing in manufacturing
immediately creates more jobs. Employ-
ment in the manufacturing industry has
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increased over the last ten years. Pro-
duction decreased slightly during the epi-
demic, but industrial enterprises gradu-
ally resumed and added jobs.

Skill Development & Workforce Demand-
2019

e Total Skilled Workforce Demand —
13,34,608

e Total Semi Skilled Workforce De-
mand- 10,14,298

e Total Skilled Workforce supply-
6,56,194

e Total Semi-Skilled Workforce supply-
9,31,733

e Estimated Skill Gap (Skilled)-
6,78,414

e [Estimated Skill Gap (Semi Skilled) —
9,31733

Source: Tamilnadu Skill Development
(2019)

Above source shows that there would
be a skilled workforce demand of about
13,35,000 persons and skilled workforce
supply of about 6,36,000 persons leading
to an estimated skilled workforce short-
fall of about 6, 78,000 persons in 2019.
The predicted supply of semi-skilled
workforce is about 10, 14,000 persons
against the expected demand of
19,46,000 persons, with a skill gap of 9,
30,000 persons. According to Josh
Foulger, Country Head and MD for
Foxconn International Holding, Tamil
Nadu is unique because it contributes
one of the most significant percentages
of manufacturing to India’s GDP (21%).
Additionally, the state has outstanding
expertise in engineering and related fields
(Divay, 2020).

The Tamil Nadu Skill Development
Corporation (TNSDC), a central organi-
zation for setting up skill development
programs in the state, was established by
the Tamil Nadu Government. Up to 2019,
227,106 youngsters have received train-
ing under the program. Due to the global
epidemic, fewer people would attend dif-
ferent skill programs in 2020. However,
Tamil Nadu’s Government has led sev-
eral additional measures to upskill the
workforce and satisfy the aspirations of
the fast expanding local young. It has
established a standard to be followed. The
economy is projected to grow at a 12.73
percent annual rate at current prices, or
Rs. 9.73 lakh crore, or US$140 billion in
2020 (Skill India Report, 2021).

Santosh et al. (2013) states that
manufacturing accounted for 14% of all
jobs in India. “Digital Excellence” will
replace current industry standards. The
talent needs and supply in India can be
used to extend existing skill sets through
technology-driven education as a result
of the advancement of technology. The
Make in India program, which empha-
sizes skill development and India’s
world-class manufacturing infrastruc-
ture, were introduced by the Indian gov-
ernment to entice investment and cre-
ate jobs.

MNC’s in the state are promoting
innovation in the industry. The govern-
ment and labor unions work together to
benefit the welfare of labor and the in-
dustry trends. The digital revolution in
manufacturing enhances skills, knowl-
edge, attitudes, and employee morale as
manufacturing goes digital.
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Tamil Nadu is the home of profitable
opportunities and tends to invest consid-
erably in multiple sectors to generate
employment. With the help of a business-
friendly environment and diverse
workforce with the right expertise, the
state has become a significant electronic

manufacturing hub in India. Thus, em-
ployment also includes migrant laborers;
various changes and new initiatives are
needed to ensure that migrants have ac-
cess to their rights, most of which are
not unique (Arjan, 2020).

Table 2 Key Objective For Tamil Nadu Development -2022

Export Zone

Export %
Export volume
Export basket
Export value
Major Ports

9.25%
US $30.5bn
70%
Rs 192 Lakh Cr
3 Major ports and 15 Minor Ports

Country exported 217
Commodities Nos 6226
Approved SEZs 57
Operational Sez 46
MEPz ( Functional Unit) 117
Sipcot
Implemented ( Year) 1971
Land Area ( Acres) 35,043
Industrial Park 24
SEZ 6

Source: Sipcot (2022); Ibef (2021)

Tamil Nadu An Overview

Sipcot (State Industrial Promotion
Corporation of Tamil Nadu) Provides in-
frastructure for setting up industries by
providing comprehensive infrastructure in
one place. Sipcot comprises a land value
of 35,043 acres, implemented in 1971.
Tamil Nadu has 24 industrial parks and 6
SEZs. Tamil Nadu has 57 approved SEZs
of which 46 are operational. A country
with higher export volume will grow
faster, with increased productivity and
national income. Tamil Nadu contributes
9.25% of export with a volume of USD
30.5 billion; Export is boosting produc-
tivity and employment generation and

maintaining the trade balance in the coun-
try.

The state held a second Global Inves-
tor Meeting (GIM) on January 23 and 24,
2019. A total of Rs. 3.4 lakh crore (US$
48.65 billion) was invested in 12 sectors,
including automobiles, textiles, renewable
energy, etc. It is expected that 10.5 lakh
jobs will be created in the state due to 146
memorandums of understanding (MoUs).

The Objectives of the Study
To examine the significant contribu-

tion of Tamil Nadu towards the manu-
facturing sector
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To find out the manufacturing
industry’s contribution towards em-
ployment generation

To understand the impact of IR
trends on industrial growth

Review of Past Studies

Employee protection and skill devel-
opment programs are necessary to build
a sustainable environment in the manu-
facturing sector. Many small manufac-
turing industries rely on a migrant
workforce, the ILO’s principal objective
today is to increase the chances for
workers to find respectable, worthwhile
jobs that respect their freedom, equity,
security, and human dignity. The ILO
Constitution from 1919, Preamble, in re-
cital 2, states that workers employed in
countries other than their own should
have their interests protected. The ILO
has developed specific international stan-
dards to manage labor migration and pro-
tect migrant workers (ILO, 2022).

As per Invest India, (2021) there are
several major global manufacturers from
various sectors in India, which continues
to make a mark on the world map as a
manufacturing destination. Tamil Nadu,
a manufacturing hub, attracts investment
and creates employment opportunities
with skilled and qualified people. The
manufacturing industry’s advanced infra-
structure and policy created a sustain-
able and smooth work environment. In-
dia is a regional hub for foreign direct
investment in Asia and is a rich source
repository and consumption base. It has
the right mindset in the political environ-

ment with the right policies, which are
business-friendly. And the most critical
factor for any enterprise of our size is
the people who are very skilled and quali-
fied.

The manufacturing industry, includ-
ing vehicle assembly, has been reshaped
by technological breakthroughs. Technol-
ogy up-gradation has significantly con-
tributed to the R & D rollout of passen-
ger and commercial vehicles in Tamil
Nadu (Krishnan & Poorani, 2022a).
Manufacturing industries adopted smart
manufacturing systems to maintain sus-
tainable people practices and competitive
advantage. These technologies transform
the growth of the manufacturing indus-
try and create employment opportunities.
(Chris, 2021) states that the transforma-
tion has caused the industry to move from
steam engines to mass production to the
digital revolution. The change has in-
creasingly become essential. Implement-
ing automation and digitalization in the
factory requires enormous capital invest-
ment; companies tend to retrench their
employees to balance the amount spent.
Deepti (2011) states that reduction is not
due to the introduction of new machin-
ery but primarily to capital invested, re-
ducing the labor cost and cost of mate-
rial production.

Industrial Relations Trends

The infrastructure development in the
state has given rise to growth to GDP;
the diversified industrial base creates a
strong investment climate and robust in-
frastructure development. Sustainable IR
Trends promote value in the manufactur-
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is one such factor that lacks clarity; hence,
most of the time, an intervention of the
judiciary is needed. ‘Right to Strike’ is a
double-edged sword; undoubtedly, it is a
powerful tool, but on the other hand, if it
is misguided, it can be dangerous. Too
many strikes are an unhealthy trend that
leads to big economic losses.

The increasing GDP contribution of
Tamil Nadu is accompanied by specific
troubling patterns, according to (Anish et
al., 2022), who claims that the state of
Tamil Nadu’s deteriorating performance
may be tied to issues with industrial un-
rest. Industrial conflicts impede industrial
expansion and lessen employment oppor-
tunities. Additionally, this could result in
fewer person-days of labor being put in
by the employees. Of the 552 industrial
dispute cases that were recorded in India
in 2003, 81 instances were from Tamil
Nadu. 12.71 lakh man-days and 5.79 lakh
workers were involved in 102 industrial
dispute cases that were registered in 2016
in Tamil Nadu. However, over time, the
impact is lessened due to governmental
action and union-led collective bargaining.
Maintaining industrial peace requires in-
dustrial adjudication. The government can
give or deny authorization or submit the
situation to a tribunal for adjudication
when employers and trade unions are
unable to resolve the issue on their own.
According to (Krishnan and
Sumathi,2021), the Industrial Disputes Act
of 1947 creates a framework for concili-
ation-based conflict settlement and indus-
trial adjudication. It describes how the
government exerts control over the adju-
dication process. This law addresses the
avoidance of unlawful strikes and lock-

outs, as well as concepts of retrench-
ment, industrial indiscipline, and unfair
labor practices. This law ensures indus-
trial democracy, worker engagement,
and business and employment continu-
ity (IANS, 2021). Retrenchment in the
manufacturing sector is gradually reduc-
ing compared to previous years.

Table 3 depicts the layoff, retrench-
ment, and closure of the Indian manu-
facturing industry for the period 2017 to
2021. Data shows the highest number
of retrenchments and an increase in clo-
sure and layoff in 2020, this may be
owing to the pandemic. The manufac-
turing industry slowed down during the
pandemic, and employees from a few
industries were affected and were
pushed to lifestyle changes—somehow
industry balanced the situation and
pushed itself to the profitable situation.
The closure of the company creates a
massive impact on employees’ lifestyles.
India had 22 companies closing in the
year 2017; as per the statistics, it re-
duced gradually.

Permanent and contract workers of
Hindustan Motors Ltd/Hindustan Motor
Finance began demanding land or job
through strike. Over 175 permanent
workers and over 150 contract workers
were retrenched. As per ILO’s Termi-
nation of Employment Convention, 1982
(No. 158) the rule is that a worker’s em-
ployment should not be terminated un-
less there is a good basis for doing so,
such as a reason related to the worker’s
capacity or behavior or a reason based
on the enterprise, establishment, or
service’s operational needs (ILO, 2021).
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wards countries development. Although
Tamil Nadu’s GDP contribution was
lesser in the earlier stages, industrial de-
velopment, by attracting investments, in-
creased employment opportunities. The
government, on the other hand, intro-
duced major initiatives to promote invest-
ment. Start-up firms are growing these
days, creating new markets and driving
innovation. The government of India has
taken necessary initiatives to strengthen
and make the strongest in the world,
which in turn helps to improve employ-
ability resulting in increased national in-
come.

Compared with the other states,
Tamil Nadu stand is 2" in terms of em-
ployment (Table 6). Increasing employ-
ment leads to elevated lifestyles and in-
creased spending by employees. On the
other hand, employment reduces inequal-
ity among people and contributes to GDP
and per capita. It is imperative to under-
stand a state’s contribution to a nation’s
development based on its per capita
income. Over the period of 2016-2021,
various states’ incomes were
measured. Tamil Nadu’s per capita con-
tribution is Rs.1, 24,000. Over time it is
increasing but stands 7% compared to
other states. By 2020-2021 Tamil Nadu’s
contribution increased to Rs. 1, 50,000
and stood 4™ showing the state’s pros-
perity and development. And there is an
increase in the annual income of the
population. This increase is based on the
rise in the number of enrolled for degrees
followed by employment, Skill develop-
ment, and FDI, ultimately resulting in
sustainable industrial growth.

An average of 8% of Tamil Nadu’s
GDP is contributed to nation development
by MNCs, SMEs, sole proprietorships,
and partnerships (Table 7). Different sec-
tors have different skill sets, such as
highly skilled workers and unskilled
workers. Employees were trained exten-
sively to fill in the gaps. The Tamil Nadu
government has launched various skill
development programs to benefit its em-
ployees.

Indian manufacturing landscape in
comparison to the leading industrial na-
tions such as Germany, France, Japan and
Great Britain clearly outlines the scope for
improvement in infrastructure, skill and
investment and regulatory climate.
Germany’s manufacturing of machinery
and equipment is one of the world’s lead-
ing industries, which is why investors pre-
fer it as a place to invest. Joseph et al.,
(2015) states Germany'’s ability to infuse
technology into its manufacturing sector
to remain globally competitive is reflected
in its strong labor market, growth, and
trade outcomes. Improving mobility, inno-
vation drives the country’s future devel-
opment. Japanese manufacturing indus-
tries are becoming more innovative and
digitalized, which is contributing to the
country’s GDP growth. Japanese firms
manage complexity very effectively in the
automotive industry, where products inte-
grate numerous components and systems
with complex interfaces and
dependencies (Shunet et, al., 2020). The
government brings various initiatives to the
manufacturing sector, contributing to its
development. According to Ratan, (2011),
Maruti Suzuki India Ltd controls over half
of the Indian automobile market.
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Tata Motors makes a significant in-
vestment in the “Skill India Mission.” -
Speaking at the event Asia Pacific Ex-
cellence Award 2016, Mr. Gajendra
Chandel, CHRO of Tata Motors Ltd.,
stated, “Tata Motors is continually step-
ping up its efforts on skill development
programs, for a flexible and future-ready
workforce, in accordance with the
government’s aggressive goals under the
Skill India Mission” (Tata Motors-2017).

The Chennai-based Ashok Leyland
company is on a fast track to embrace
new-age digital solutions, from real-time
monitoring of more than 220,000 vehicles
on the road to Al-based customer
support. A new revenue stream is being
carved out through data monetization
(Shine, 2021). Over the past decade, In-
dia has also experienced sustained
growth in GTF (Garment, Textiles and
Footwear) value-added and exports, pri-
marily driven by the wearing apparel and
footwear sub-sectors (ILO, 2022). In
accordance with chapter V section 16 to
21, of ID Act 1947, the government is
committed to regulating all economic ac-
tivities for managing health and safety
risks at workplaces and to providing mea-
sures to ensure safe and healthy work-
ing conditions for all women in the in-
dustry. A safe and healthy workplace
contributes to economic development and
productivity (Ministry of Labour and
employment, 2015).

Through collective bargaining, trade
unions and employers can establish fair
wages and working conditions. More-
over, it contributes to the development of
sound labor relations. Typical issues on

the bargaining agenda include wages,
working time, training, occupational health
and safety, and equal treatment (ILO,
2022). Worker participation in manage-
ment has helped to strengthen labor-man-
agement cooperation and maintain indus-
trial peace and harmony. Workers’ par-
ticipation in management paves the way
for increased production and productiv-
ity through more effective and efficient
management, alongside better industrial
relations.

Maruthi Manesar strike and lockout
and its consequence on management cre-
ated a huge impact in the industry
(Gopalakrishnan, 2015). Tamil Nadu
seems to have developed a favorable in-
dustrial relations climate over the years.
This might be the reason for the inves-
tors to prefer Tamil Nadu as a manufac-
turing hub.

As the manufacturing sector flour-
ishes in other countries, Tamil Nadu fol-
lows its lead. Through education, the state
promotes sustainable industrial growth
and creates jobs and will raise the living
standard of state employees in 2018,
compared with in 2017. After
Maharashtra and Gujarat, the state ranks
third in manufacturing output but is home
to the country’s most factories and work-
ers in organized manufacturing. Tamil
Nadu possesses a relatively high labor
intensity in manufacturing and innova-
tion-based economy with strong and im-
proved education, which promotes a
skilled workforce. Manufacturing in the
State is dominated by textiles, garments,
auto components, and leather goods. It
is important to note that Tamil Nadu’s
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manufacturing sector has a relatively
better share of wages than other central
manufacturing states (Vijayabasker,
2022).

Limitation of the study

The study is limited to the State of
Tamil Nadu, India and a macro level
study of the manufacturing industry and
does not cover a comparison of the vari-
ous manufacturing segments. The study
1s limited to the districts of Tiruvallur,
Sriperumbudur, Oragadam and greater
Chennai.

Significance of the study

The state over the years has estab-
lished a very strong network of techni-
cal education institutes and skill devel-
opment centers for creating a viable pipe-
line of talent catering to the manufactur-
ing sector. Government’s proactive ap-
proach is attracting foreign direct invest-
ment and creating a congenial ecosys-
tem for manufacturing operations. The
states outlook to wards increasing cen-
ters of manufacturing excellence in the
form of Sipcot is a good case study.
Lastly the workforce behavior and out-
look has supported a favorable IR climate
in the industry. This study has signifi-
cantly highlighted the positive outcomes
of a collaborated effort by the capitalist,
labour, state government and NGOs in
ensuring a winning combination.

Conclusion

The study helps to identify the com-
parative analysis of the manufacturing

industry in India and Tamil Nadu. Sev-
eral structural shifts have profoundly
changed the world of work, including glo-
balization, new ways of organizing the
workforce, and advancements in auto-
mation and artificial intelligence (AIl). In
addition, workers will need to take ad-
vantage of lifelong learning, education,
and training to stay employable. The
analysis helps to identify the overall im-
pact of industry trends toward employ-
ability. (Dilip et al., 2019), the large and
organized industry has its own induction
and training processes and programs in
place to train human resources for their
requirements. They also engage and sup-
port Vocational Training Institutes & ITIs
for developing skilled labor pools in their
respective sectors. Running high on this
momentum, the government has initiated
several policies such as ‘Skill India’ and
‘Digital India’ to complement ‘Make in
India’. Krishnan & Poorani, (2022)
quotes a few officials from the Labor
Department to suggest that the state gov-
ernment, in consultation with the Minis-
try of Labor and Industry, must invest in
the up-skilling and unemployment com-
pensation for the workers getting dis-
placed to ensure that they find alternate
employment in 6 months to avoid social
unrest and mitigation of other risks in the
society. From this study, it is clear that
Tamil Nadu is an overall improved state
with innovation and firm performance in
manufacturing and services in India.
Unrest in the industry is avoidable but
needs to be managed pragmatically.

Emotions are contagious in the work-
place and individual behaviors impact
groups and organizations in totality. The
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attitudes and behaviors of individuals
shape group behavior. From the various
perspectives and range of past studies, it
is pertinent to note that discrimination,
weak unions, and poor implementation of
labor laws impact at multiple levels, i.e.,
individuals, groups, organizations, and
society (Krishnan, 2020). Equipping em-
ployees to tackle the situation with the
help of the union through collective bar-
gaining is important. Attracting FDI to
Tamil Nadu aids in creating employabil-
ity resulting in sustainable growth in the
manufacturing industry.

The state has been prosperous in its
manufacturing endurance owing to pro-
active policy in infrastructural develop-
ment, poly techniques, ITI’s, and engi-
neering colleges for a sturdy talent sup-
ply. The State chsures a level playing field
for MNCs and international companies
to set up manufacturing factories with
proactive labor management. This has
helped the manufacturing industry grow
over the last 4 decades and is the pre-
ferred destination owing to skilled man-
power supply and favorable IR Climate.
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