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ABSTRACT

Apparel sector is a leading sector in the global economy and seen as the avenue of industrialisation by developing
economies. The growth of apparel manufacturing sector is seen as a means to improve employment and women
participation in the economy. The apparel industry in India is one of the leading sectors in the economy, contributing
significantly to the GDP and exports in India. Despite remarkable and improved performance, there are a number of

challenges curtailing growth of this industry.

Productivity and efficiency are major concerns for sustained growth and competitiveness in the manufacturing
sector overall. In addition, they lead to socio-economic benefits such as increased employment and income. A
number of leading apparel manufacturing countries including India are developing economies that need to improve
productivity and efficiency in apparel manufacturing to position themselves for greater participation in domestic and
international markets. A review of literature revealed that there are a limited number of studies focusing on
productivity and efficiency in apparel manufacturing sector in Asia and studies relating to recent years are scarce.
The earlier studies have shown contradictions in efficiency performance and sources of productivity gain as well as

in the drivers of efficiency and productivity.

Based on the perspective and gaps in existing literature, certain questions arise - What are the sources of
productivity gain? Is there a specific area pulling down productivity performance? What is the technical efficiency
performance? Which input needs to be managed more efficiently? What are the firm-level factors that influence pure

efficiency? What policy support and managerial action is needed to enhance performance?

To provide appropriate answers, using secondary data, a comprehensive productivity and efficiency study has been
conducted for the apparel industry in India at different levels of analysis and an efficiency analysis performed for
competing economies in Asia. The tools of data envelopment analysis and Malmquist productivity index have been
applied under input-orientation for the measurement of efficiency and to estimate change in and identify sources of
total factor productivity at the state and firm level. Disaggregate analysis and Tobit regression are used to identify
firm-level factors influencing pure efficiency in apparel manufacturing. The techniques of trend analysis and growth

accounting are applied to study the growth and performance of Indian apparel manufacturing sector in aggregate.



The study has been supplemented with a primary survey conducted to judge managerial perspective related to

challenges and policy support in Indian firms.

The study finds that all leading apparel manufacturing countries in Asia have a poor efficiency scenario. Pure
technical efficiency needs urgent attention in all countries. The pure technical efficiency of apparel manufacturing
firms depends on different drivers in each country and varies based on age, export intensity, capital intensity and

labour-staff ratio. Small firms are technically more efficient than large firms.

While on the whole apparel manufacturing industry in India has shown growth, there has not been significant
improvement in performance ratios as such. The apparel manufacturing industry in India is dominated by
contribution from the southern states. There is slight progress in terms of productivity change with a need to upgrade
technology, improve utilisation of resources and existing facilities as well as expand plant capacities. Exporting and
unlisted corporate firms have better productivity performance as compared to non-exporting and listed corporate
firms. The survey findings reveal that most apparel manufacturing firms believe that exporting promotes efficiency
and adopt output orientation to production. The machine usage is for lower value added activities and labour related

issues are perceived to be the major challenge and cause of low efficiency.

The study has made a number of recommendations for policy makers and management of apparel manufacturing
firms in Asia and India in particular. The major recommendations include: (i) Identification of the unique causes
pulling down productivity and efficiency in countries and firms and taking corrective action appropriately rather
than a common approach; (ii) Provision of specific policy support ‘raincoats’ to different firms and segments in
addition to general “‘umbrella’ policies; (iii) Increased focus on enhancing internal management and resource
utilisation; (iv) Designing and executing training and skill development programmes appropriately based on the
needs of the firm; and (v) Labour or Human capital to be made the core of action area and investment for sustained

improvement in efficiency and productivity performance.

The study has highlighted the significance of synergising policy efforts and the bottom-up approach in enhancing
efficiency and productivity identifying labour input as the most important part of the production chain after
analysing performance at multiple levels. In addition, the study adds to the limited literature on the efficiency and

productivity performance and drivers in the apparel manufacturing sector in the context of Asia and India.



Immediate corrective action based on the recommendations of this study by countries and managerial personnel to
enhance efficiency and productivity performance in the apparel sector can lead to capitalisation of major gains in the

global markets in the light of changing dynamics and emerging opportunities.

Vi
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