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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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1.1 The Context 
The debate on India’s labour market reforms has acquired a new vigour and significance over the last few

labour market as it is widely believed that India’s labour regulatory framework has been perceived as rigid

–

“fixed industry”
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1.2 Effect of Labour Regulations on Economic and Labour Market 
Parameters 

the institutional rigidities caused by labour market regulations tend to affect firm’s ability to expand its

de facto . 
 

–

–

intensive methods of production and adversely affected organised sector’s long
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Table 1.1: Results of Important Studies on Effects of Labour Regulations 
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Authors Period covered & 
nature of industry data Key findings 
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1.4 Scope of the Impact Assessment Study 

Figure 1.1: Scope of the Impact Assessment Study 
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Nature of Reforms Intended Direct Benefits 

Table 1.3: Nature of Legislative Reform and Intended Direct Benefits for Enterprises and Workers 
 

Legislative reforms 

 
Increase in threshold under 
the Industrial Dispute Act 
(1947) from 100 to 300 

Increase in threshold under 
Factories Act (1948) from 10 to 
20 (with power) and 20 to 40 
(without power) 

Increase in threshold under 
Contract Labour (Regulation 
and Abolition) Act, 1970 from 
20 to 50 

 
 
Introduction of FTE in textile 
and apparel sector 

Administrative reforms 

 
Self-certification scheme 

Single window clearance 

 
Transparent inspection 
system 

Online filing of registration, 
license and annual returns 

 

1.5 Structure of the Report 

big employers’ associations of India studies the effect of labour reforms in the organised sector o
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Data Sources and Methodology 
 
 
2.1 Introduction 

2.2 Sources of Data 

2.2.1 Secondary Data Sources 

Household Surveys 

To get a holistic picture of India’s dualistic labour markets, household surveys are the most widely used
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NSSO’s

For the purpose of this study, two rounds of quinquennial EUS corresponding to the year 2004-05 
and 2011-12 and latest round of PLFS for the year 2018-19 have been used as evidence for analysis. 
The analysis is divided into two time period – pre-reform (2004/05 to 2011/12) and post-reform 
(2011/12 to 2018/19) period. The year 2011-12 is taken as the cut-off year for analysis as no Labour 
Force Survey (LFS) data is available corresponding to the year 2014-15 or for any nearby period. 

Enterprise Surveys 

of Industries (ASI) and the NSSO’s ‘Unincorporated Non Agricultural Enterprises Survey’ – –

Lastly, the EC provides information’s on both registered and unregistered establishment across 

of “registered” or formal sector firms in the manufacturing sector, while the NSSO’s 
survey which provides data on “unregistered” 

The above comparison, especially the last point shows that NSSO’s Unincorporated Enterprise 
Survey have less significance for this study as they cover only unregistered firms6, whereas the 
EC and ASI datasets are the most ideal sources as they provide information on registered firms in 
the formal sector, to whom the reforms in labour regulations are directly applicable. However, if 
one examines the frequency of EC data, the latest EC data is available only for the year 2013-14. 
This makes the EC data less useful for this study, as no pre-and post-reform comparison can be 
undertaken by using data at one time point. Therefore, the only enterprise dataset that qualifies to 
be included in the analysis is the ASI data, the detail of which is described below. 
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information on “registered” or formal sector firms that are covered by Sections 2m (i) and 2m (ii) of the

Other datasets 

–

2.2.2 Primary Data Sources 

–

‘cause effect’

oyers’
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2.3 Methods of States Selection 
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Interpretation of DID Estimation 

2.4 Methods of Analysis 
 

In the study, Difference-in-differences (DID) estimation, which is one of the most widely used 
quasi-experimental tools for measuring the impacts of development policies have been used to 
examine the impact of the legislative amendments. DID strategies are simple panel-data methods 
applied to sets of group means in cases when certain groups are exposed to the causing variable of 
interest and others are not. This approach, is well-suited to estimating the effect of sharp changes 
in the economic environment or changes in government policy. The DID method has been used 
widely in studies in economics, especially in the last two decades. Simply put, DID estimation 
enables us to compare the change in outcomes in a (non-random) treatment group before versus 
after treatment to the change in outcomes in a comparison group over the same time period (even 
though the comparison group never received treatment). 

Box 1: Interpretation of Difference in Difference (DID) Estimation 
 
 
 
 

 
States 

Pre- 
treatment 

period 

Post- 
treatment 

period 

   

   

 
 
 

Box 1: –
– –
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NSS’s

Hence, it could be seen that the secondary data on industrial and labour market performance are 
available for a short period of time after the introduction of amendments in selected states. In this 
backdrop, the primary data outlined in Section 2.2.2 bears importance and overall conclusions of 
the impact of reforms can only be drawn by triangulating primary and secondary data. 
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States 2004-05 2011-12 2018-19 

The Impact of Labour Reforms on States: 

–

India’s

3.1 Key Trends and Stylized Facts from Household Labour Force 
Surveys 

Table 3.1: Total Employment in India and in Selected States (in millions, UPSS) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 
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States 

 

3.1.1 Distribution of Employment across Sectors 

Table 3.2: Absolute Employment in the Agricultural and Non-Agricultural Sector in India and in 
Selected States (in millions) 

 
 
 

2004-05 2011-12 2018-19 2004-05 2011-12 2018-19 

 

Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 
 

Agricultural Sector Non- Agricultural Sector 
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States Industry# Construction  All 
Manufacturing 

Textile, Apparel 
and Leather 

Manufacturing 

Services 

individual’s

Table 3.3: Absolute Employment in the Non-Agricultural Sector in India and Selected States (in millions) 
 

2004-05 

2011-12 

2018-19 

 

Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 
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Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Note: NDA denotes no data available 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 
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Table 3.5: Absolute Employment by Type of Employment in India and Selected States (in millions) 
 
 
 

SE RW CW Total SE RW CW Total SE RW CW Total 

22.87 23.72 23.07 

11.11 11.32 11.85 

46.06 48.22 48.93 

25.51 26.87 27.79 

31.60 32.39 33.23 

64.46 68.40 65.16 

447.20 463.52 474.10 
 

Source: Computed from NSS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 

3.1.3 Extent of Formal and Informal Employment 
India’s

based on the definitions outlined in the NCEUS’s Report on Definitional and Statistical Issues Relating 

2004-05 2011-12 2018-19 



12 

Control Group Treatment Group 

India’s

Based on the above factors and in discussions with stakeholders, the following states were 
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States 2004-05 2011-12 2018-19 

Table 3.6: Breakdown of Total Employment into Formal and Informal Employment by Sector in India 
and Selected States (in millions) 

 

Formal 
Workers 

Informal 
Workers 

Total Formal 
Workers 

Informal 
Workers 

Total Formal 
Workers 

Informal 
Workers 

Total 

Formal Sector 

2.40 3.52 4.04 

1.49 1.98 2.15 

8.27 10.46 12.26 

2.24 4.02 4.39 

5.86 8.90 12.19 

4.82 7.64 6.90 

57.15 83.49 96.66 

Informal Sector 

20.47 20.20 19.03 

9.62 9.35 9.70 

37.79 37.76 36.67 

23.26 22.84 23.40 

25.74 23.49 21.04 

59.63 60.76 58.26 

390.05 380.03 377.44 
 

Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 
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States 

States 2004-05 2011-12 2018-19 

All Sectors Non-Agricultural Sector 

Table 3.7: Share of Informal Employment in the Formal Sector in India and Selected States (in %) 
 

 
Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011) 

 

Table 3.8: Share of Informal Employment in Total Employment in India and Selected States (in %) 
 

2004-05 2011-12 2018-19 2004-05 2011-12 2018-19 

 

Source: Computed from NSS-EUS (2004-05, 2011-12) and PLFS (2018-19) unit data; Census (2001, 2011)
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3.1.4 Quality of Employment 
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Based on the above factors and in discussions with stakeholders, the following states were 
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Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 

 
Table 2.1: Timeline of Legislative Reforms in Selected States 

 

States Threshold of 
ID Act from 
100 to 300 

Threshold for 
Factories Act from 
10 to 20 to 20 to 40 

Threshold of 
Contract Labour 
Act from 20 to 50 

 
Introduction 

of FTE 
 

10.07.2019 13.09.2015 

 

Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 
 

Table 2.2: Classification of Selected States into Control and Treatment Group 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 

 
Table 2.1: Timeline of Legislative Reforms in Selected States 

 

States Threshold of 
ID Act from 
100 to 300 

Threshold for 
Factories Act from 
10 to 20 to 20 to 40 

Threshold of 
Contract Labour 
Act from 20 to 50 

 
Introduction 

of FTE 
 

10.07.2019 13.09.2015 

 

Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 

 

Table 2.2: Classification of Selected States into Control and Treatment Group 
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3.2 Annual Survey of Industries 

3.2.1 Employment Trends and Composition in Organised Manufacturing Sector 

Figure 3.1: Total Organised Manufacturing Employment in India (in millions) 
 

Source: Computed from ASI plant level data for various years 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 

 
Table 2.1: Timeline of Legislative Reforms in Selected States 

 

States Threshold of 
ID Act from 
100 to 300 

Threshold for 
Factories Act from 
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Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 
 

Table 2.2: Classification of Selected States into Control and Treatment Group 
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Figure 3.2: Breakdown of Total Employment in Organised Manufacturing Sector in India (in millions) 

Source: Computed from ASI plant level data for various years 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 

 

Table 2.2: Classification of Selected States into Control and Treatment Group 
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Table 3.11: Total Organized Manufacturing Employment in Selected States (in actual numbers) 
 
 
 

Rajasthan 

Uttar Pradesh 

Maharashtra 

Tamil Nadu 

Jharkhand 

Andhra Pradesh 
 

Source: Computed from ASI plant level data for various years 
 

Table 3.12: Total Workers in Organized Manufacturing Sector in Selected States (in actual numbers) 
 
 
 

Rajasthan 

Uttar Pradesh 

Jharkhand 

Maharashtra 

Tamil Nadu 

Andhra Pradesh 
 

Source: Computed from ASI plant level data for various years 

2010-11 2011-12 2012-13 2013-14 States 2014-15 2015-16 2016-17 2017-18 

2010-11 2011-12 2012-13 2013-14 States 2014-15 2015-16 2016-17 2017-18 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Source: Ministry of Labour and Employment (the red highlighted are from public domain) 
Note: NDA denotes no data available 
 

Table 2.2: Classification of Selected States into Control and Treatment Group 
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Table 3.13: Total Number of Contract Workers in Organized Manufacturing Sector in Selected States 
(in actual numbers) 

 
 
 

Rajasthan 

Uttar Pradesh 

Jharkhand 

Maharashtra 

Tamil Nadu 

Andhra Pradesh 
 

Source: Computed from ASI plant level data for various years 

 
3.2.2 Employment Trends and Composition in Organised Textiles, Apparel 

& Leather Sector 

–

better than others. Tamil Nadu accounts for a significant share of India’s employment in these three

India’s

–

3.2.3 Entry of New Firms into the Organised Manufacturing Sector 

2010-11 2011-12 2012-13 2013-14 States 2014-15 2015-16 2016-17 2017-18 
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Based on the above factors and in discussions with stakeholders, the following states were 
selected for the analysis: Maharashtra, Rajasthan, Uttar Pradesh, Jharkhand, Andhra Pradesh and 
Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
governed by the Industrial Disputes Act of the Central Government. 
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Tamil Nadu. The timeline of the legislative reforms in these states is reported in Table 2.1 and 
that of administrative reform in Appendix IV. The inclusion of Uttar Pradesh in this selection 
is note-worthy as the state has its own IDA, namely U.P. Industrial Disputes Act, 1947 and is not 
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Table 3.15: Total Number of New Entrants into the Organised Manufacturing Sector in Selected 
States and All-India Level 

 
 
 

Rajasthan 

Uttar Pradesh 

Maharashtra 

Tamil Nadu 

Andhra Pradesh 

Jharkhand 

All India 
 

Source: Computed from ASI plant level data for various years 

 
3.2.4 Employment Distribution 

–
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–

Figure 3.3: Distribution of Employment by Plant 
Size (All India) 

 

Source: Computed from ASI plant level data for various years 

Figure 3.4: Distribution of Employment by Plant 
Size (Rajasthan) 

Figure 3.5: Distribution of Employment by Plant 
Size (Uttar Pradesh) 

 

Source: Computed from ASI plant level data for various years Source: Computed from ASI plant level data for various years 
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Figure 3.6: Distribution of Employment by Plant 
Size (Maharashtra) 

Figure 3.7: Distribution of Employment by Plant 
Size (Tamil Nadu) 

 

Source: Computed from ASI plant level data for various years Source: Computed from ASI plant level data for various years 

Figure 3.8: Distribution of Employment by Plant 
Size (Jharkhand) 

Figure 3.9: Distribution of Employment by Plant 
Size (Andhra Pradesh) 

 

Source: Computed from ASI plant level data for various years Source: Computed from ASI plant level data for various years 

Table 3.16: Average Number of Persons Engaged in Organised Manufacturing Plants in Selected 
States and at All-India Level 
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Source: Computed from ASI plant level data for various years 
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3.3 The Effect of Legislative Reforms: Difference in Difference Estimation 

Yijst = Σs State Fixed Effectss + Σt Time Fixed Effectst + Σs (State s* Timet) + Xijt+ κi + δj + ɛijst 

a. Comparison of Rajasthan with Jharkhand 

–
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Table 3.17: Employment Outcomes for Plants – Comparison of Rajasthan with Jharkhand 
 
 
 
 

(1) (2) (3) (4) 

 
Treatment# (2010-11) 

 
Treatment# (2011-12) 

 
Treatment# (2012-13) 

 
Treatment# (2014-15) 

 
Treatment# (2015-16) 

 
Treatment# (2016-17) 

 
_cons 

Plant fixed effects 

Year fixed effects 

State fixed effects 

Industry Trends 

Plant Controls 

N 

* p < 0.10, ** p < 0.05, *** p < 0.01 
 
b. Comparison of Andhra Pradesh with Tamil Nadu 

Log 
(Employees) 

Log  Log (total man-days  Log (total man- 
(workers) worked by all employees) days worked by all 

workers) 
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Log 
(Employees) 

Log 
(workers) 

Log (total man- 
days worked by all 

employees) 

Log (total man- 
days worked by all 

workers) 

Table 3.18: Employment Outcomes for Plants – Comparison of Andhra Pradesh with Tamil Nadu 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

* p < 0.10, ** p < 0.05, *** p < 0.01 

(1) (2) (3) (4) 
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Log  Log  Log (total man-days  Log (total man-days 
(Employees) (workers) worked by all employees) worked by all workers) 

 

c. Comparison of Maharashtra with Tamil Nadu 

Table 3.19: Employment Outcomes for Plants – Comparison of Maharashtra with Tamil Nadu 
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3.4 Main Findings 
 

This chapter presented key stylized facts and trends based on household survey data for the 
period 2004-05 to 2018-19 and enterprise survey data for the period 2010-11 and 2017-18. Trends 
from household surveys indicate that overall employment in India has been increasing steadily 
between the first period (2004-05 to 2011-12) and the second period (2011-12 to 2018-19) as well. 
The structural transformation entailing a shift of employment from the agriculture to non- 
agricultural sector has occurred over both periods of time across all states. 

 
Significantly, the share of regular salaried workers has increased, particularly in the period 
between 2011-12 and 2018-19, marking an improvement in the quality of employment. It is also 
noteworthy that employment in the formal sector has been rising over time. What is more, the 
trends of informalization in the formal sector witnessed in the period between 2004-05 to 2011-12 
have reversed in the later period. Both these factors together have led to a decline in the share of 
informal employment in India from 92.6 per cent in 2004-05 to 88.07 per cent in 2018-19. These 
trends are largely mirrored at the state level, too. 

 
Separately, a detailed examination of the quality of employment vis-à-vis access to social security, 
eligibility to paid leave and existence of a job contract undertaken shows that there is a steady 
increase in the number of employees getting access to social security and paid leave. Further, the 
number of employees getting access to written job contract (less than one year, one to three years 
and more than three years) has shown a steady increase in the non-agricultural sector during the 
period 2004-05 to 2011-12 to 2018-19. This trend of positive development has also been seen for the 
country as a whole and also for the six states under study. What more, these positive trends has 
also been seen in the Textiles, Apparel and Leather manufacturing sectors too which are labour 
intensive. Hence, it can be said that, in the manufacturing sector, as a whole, there is a steady 
increase in share of workers with jobs that have the characteristics of ‘good or decent jobs’. 

 
In terms of the enterprise databases, it is observed that employment in the organised manufacturing 
sector has increased over time. A larger increase of 1.7 million is observed in the period between 
2014-15 to 2017-18 compared to the increase of 1 million in the period between 2010-11 and 2014- 
15. While both directly hired and contract workers have contributed to the increase in total 
employment in the organised manufacturing sector, the former accounted for a significantly larger 
share in the second period compared to the first period. The shift towards directly employed 

Log  Log  Log (total man-days  Log (total man-days 
(Employees) (workers) worked by all employees) worked by all workers) 

(1) (2) (3) (4) 
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workers is a welcome development given the increasing contractualisation of the workforce 
in the sector after 2000-01 (Kapoor & Krishnapriya, 2018). Another positive development is the 
increase in share of employment in large plants over time. This is also reflected in the increase in 
the average plant size across states. 

 
In the final section of this chapter, a difference in difference estimation is undertaken to evaluate 
the impact of the legislative labour amendments in specific states. The results of the difference- 
in-difference estimation presented above offer interesting policy takeaways. The impact of the 
reforms appears to be heterogeneous effects both across states and over time. For instance, in 
the comparison of Rajasthan and Jharkhand, no significant effect of the reform amendments vis-
à- vis the increase in threshold appears to have kicked in till 2016-17. In contrast, in the 
comparison of Andhra Pradesh with Tamil Nadu, the impact of the amendments on 
employment outcome in the treatment group kick in two years after the amendments. 
Similarly, in the Maharashtra and Tamil Nadu comparison, the impact of the amendment kicks 
in the year following the amendment. This heterogeneity may be a consequence of the fact that 
in some states, perhaps those which are more industrialized to begin with and had the 
necessary ecosystem that created an enabling environment for the manufacturing sector to 
grow, the reform effects have kicked in sooner than the others. This indicates that labour reform 
is just one element in the overall policy mix and if it has to act as a catalyst and shows effect 
quickly, then other pre-requisites need to be in place a priori. It also needs to be reiterated that the 
absence of any significant results cannot be interpreted as a negative impact of the amendments. 
Typically, in developing economies, these effects take few years to kick in and data for a 
sufficiently long period of time would be required after intervention to precisely estimate the 
effect. In the analysis undertaken here, ASI data is available for only two-three years after the 
intervention. 
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Impact of Labour Reforms on Industry: 
Employers’

process so that the sector can contribute effectively to the India’s growth story much like the services
f the employers’ associations on the effect of

data from four big employers’ association of the country namely the Associated Chambers of Commerce

’ associations have been listed in

employers’

4.1 Membership Profile 
employers’

Table 4.1: Type and Size of Membership by Employers’ Associations 
 
 
 

Micro Small Medium Large 

ASSOCHAM 

CII 

FICCI 

PHDCCI 

Average 42% 18.12% 15.75% 24.12% 
 

4.2 Perspectives of the Employers’ Associations on Legislative Reforms 

4.2.1 Level of Awareness about Legislative Reforms 

Type of Enterprises 
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Employment in 
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Table 4.2: Level of Awareness among Member Employers with respect to Legislative Reforms 
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⚫
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Table 4.3: Impact of Changes in thresholds under IDA, 1947 in the threshold in the Select Indicators 
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Table 4.4: Merits and Demerits of Hiring Contract Workers versus Permanent Workers 
 

Employers’ Association Merits Demerits 
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•
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•

bject of impact of enhancements in thresholds under CLRAA on employers, all the employers’

employers’ association 

Table 4.5: Employers Associations’ views on the Impact of changes in CLRAA 
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of Change in the CLRA encouraged 
threshold of CLRA more engagement of 

on Employees contract labours 

Whether the increase 
in threshold under 
CLRA improved the 
employment quality 
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t of contract workers in employers’ location. All the
employers’

Lastly, the employers’ association reported that no member employers have faced any major hindrances and

4.2.4 Impact of Introduction of FTE 

employers’

FTE’s
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Table 4.6: Merits and Demerits in Hiring Fixed Term Employees vis-à-vis Permanent Workers and 
Contract Workers 
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4.3 Perspectives of Employers’ Associations on Administrative Reforms 

4.3.1 Level of Awareness about Administrative Reforms 

‘e business’.

Table 4.7: Level of Awareness among Member Employers with respect to Administrative Reforms 
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Self-certification 
scheme 

Single Window 
Clearance Scheme 

Online Filing of 
Annual Returns 

 

Table 4.8: Percentage of Member Employers availing Facilities under various Administrative Reforms 
 

 
 
 
 
 
 
 
 
 

4.3.2 Impact of Introduction of Self Certification Scheme (SCS) 
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4.3.3 Impact of Introduction of Single Window Clearance System (SWCS) 
Data relating to impact of SWCS was provided by only two employers’ association, namely FICCI and
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Box 2: Benefits of Transparent Inspection Scheme 

All the four Employers’ Associations: introduction of TIS by the states has led to better ease of doing

4.3.4 Impact of Introduction of Transparent Inspection System (TIS) 

Shram Suvidha portal is the only mode of TIS that is being practiced as per all the four employers’

⚫

⚫

⚫

4.3.5 Impact of Introduction of Online Filing 
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4.4 Aggregate Impact of Legislative and Administrative Reforms 

businesses? For FICCI the series of reform measures that have been undertaken have ‘exceeded their
expectations’, while for the other three associations it has ‘well met their expectations and demands’ from

Figure 4.1 Rating the Impact of Legislative Reforms on Economic & Labour Market Outcomes (in %) 
 

Net increase in FDI Inflow 

‘Excellent’, ‘Very Good’, ‘Good’, ‘Poor’ ‘Very Poor’.
‘Excellent’

Box 3: How has online filing has befitted the employers? 
employers’

⚫

⚫

⚫

⚫

⚫
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of ‘ease of doing business’ and ‘Very Good’ on the parameters of ‘accelerating setting up of enterprises/
up’s’; ‘Net increase in domestic investment’; ‘increase in the quality of employment and enterprise

formalisation’ ‘facilitating enterprises’. ‘Good’
in regard to ‘Net increase in FDI inflow’; ‘labour productivity’, ‘extent of transition of enterprises’ and
‘increase in enterprise competitiveness’. The impact of administrative reforms on various parameters were

The result of the impact of Administrative Reforms shows that the impact has been ‘Excellent’ on the
‘accelerating up’s’ ‘ease business’

en ‘Very Good’ on the parameters of ‘Net increase in domestic investment’ ‘increase in labour
productivity’, ‘increase in quality of employment and enterprise formalisation’ ‘facilitating in the entry/
exit of enterprises’ and ‘increase in enterprise competitiveness. The impact has been rated as ‘Good’ on the

‘net FDI inflow’ ’extent of enterprises’.

Figure 4.2: Rating the Impact of Administrative Reforms on Economic & Labour Market 
Outcomes (in %) 

 

Net increase in FDI Inflow 

4.5 Main Findings 

This chapter presented the views/perceptions of the four big employers’ associations of India 
on the effect of labour regulations undertaken by the States on economic and labour market 
parameters. The employers’ associations and their members have high level of awareness about 
various legislative and administrative reform measures undertaken. 

 
The associations reported that manufacturing and its various sub-sectors like garments, apparel, 
logistics, electronics, food and beverages, machinery and equipment, metal products, benefited 
the most from the reform measures related to increase in thresholds under IDA and FA including 
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the plantation and construction sectors. The industry associations agreed that changes in 
thresholds under these two Acts encouraged entry of new establishments/start-ups and reviving 
of stalled enterprises apart from enabling existing industries to achieve economies of scale and 
scope ultimately leading to creation of employment. With particular respect to the increase in 
threshold under IDA, all the employers’ association unanimously agreed that it led to improved 
employer-employee relationship, reduction in number of strikes and lockouts; and facilitated 
faster and easier exit of firms/establishments from their respective business. 

 
As far as enhancement in thresholds for license under CLRAA, the industry association reported 
that it has positively impacted their businesses. The industry association also further reported 
that reform under CLRAA has encouraged more engagement of contract labour. However, 
they viewed that it should not be seen as contractualisation of workforce but improvement of 
employment quality and rising formalisation as most of the contract workers in post-reform 
periods were supplied by organised manpower supplying agencies who offer better wages, 
working conditions and social security benefits. 

 
The employers association responded that introduction of FTEs has led to creation of new 
employment opportunities, thereby contributing to the overall employment generation efforts of 
the Government. As FTEs are engaged through written contract and provided statutory benefits 
at par with permanent workers, thereby it has directly contributed to the formalisation of the 
workforce, thus negating the popular narrative that introduction of FTEs will result in more 
informality. They also strongly agreed that introduction of FTE has improved productivity, 
competitiveness and sustainability of enterprises by attracting the niche skills for the required 
time period, thus enabling them to complete even the stalled projects with strict timelines and 
budget. However, one concern that was also reported that only 20 per cent of the FTE contracts 
gets renewed, which means that 80 per cent of FTE either graduate to unemployment or inactivity 
situation after their contract duration gets over, though many may even graduate to greener 
pastures or permanent employment. 

 
The administrative reform measures, which are more widely known and utilised by the member 
enterprises have also positively impacted the industry and succeeded in creating an enabling 
environment by promoting ease of doing business, reducing compliance burden, promoting 
productivity of workers and enterprises, better industrial relations and welfare of the employees 
and finally better economic growth, as stated by the four industry associations. Members reported 
that the self-certification scheme led to increased trust in labour administration/government 
machinery. The employers’ organizations welcomed the introduction of the Shram Suvidha portal 
of transparent inspection system which considerably reduced the human biases/interference. 
Among the four administrative reforms, the one related to online filing of registration, license 
and returns was hailed by the industry and this facility is used by almost 80 to 95 per cent of the 
members of the associations. The industry associations also suggested further simplification of 
administrative procedures by reducing the compliance requirements to the minimum. 

 
To put it in a nutshell, the industry associations reported that the series of legislative and 
administrative labour reform measures undertaken by the States have met or rather exceeded 
their expectations. As far as the aggregate impact of these reform measures are concerned, the 
industry association reported that the impact has been ‘excellent’ on parameters such as increase 
in ease of doing business, entry of new enterprises/start-ups and ‘very good’ on parameters 
like net increase in domestic investment, increase in quality of employment and enterprise 
formalisation, while the impact in attracting foreign direct investments has been relatively less. 
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‘good jobs’.

Chapter 4 of the report captures the data/views/perceptions of the four big employers’ associations of
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Appendices 
 
 

Appendix I: Terms of Reference of the Impact Assessment Study of the Labour Reforms undertaken 
by the States 

 

Legislative Reforms 

Administrative Reforms 
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Type of stakeholder Nature and types of primary data collected 

Appendix II: Nature and Types of Primary Data Collected from various Stakeholders 
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Appendix VII: Sector-wise Percentage of Registered Members of Selected Employers’ Associations 
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