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Abstract 
The paper aims at identifying the major determinants of labour productivity in the 

organised textile sector of India using unit-level panel data drawn from ASI for the 

period 2007-08 to 2018-19. Based on the Hausman test resuts, the fixed efect 
model was more consistent, efficient and reliable than the random effect model for 

interpretation of results. The resuts obtained were consistent with economic theories 

and empirical literature. The skill, capital intensity, wages and capacity utilisation were 

the most significant determinants of labour productivity in the organised textile sector 

of India. This further substantiates the significance of all these variables in 

accelerating labour productivity. The conclusive relationship between wages and 

labour productivity recommends that textile firms should set up a productivity-based 
wages policy. Also, comprehensive skill development þrograms have to be developed 

for the entire value chain of the textile industry supported with technological 

advancement 
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Capacity tilisation 

makes up the labour cost of production is 

relatively 
comparative analysis of the contribution of 

labour and capital in production. Thirdly, 
labour productivity is highly correlated with 
social welfare and standard of living. 

Fourthly, statistics on abour, including the 
number of people employed and hours 
worked are mostly available for conducting 
the research and analysis (Heshmati, 2009). 

Fifthly. per capita income in the economy is 
also determined by the rate of growth in 

labour productivity. 

productivin 
utilisation in the economy. ixthly, the 

productivity of the labour force is a 

significant 
competitiveness and 

support for bargaining wage rates for 

1. Introduction 
h. Secondly, it provides a 

A sustained increase in productivity is a 

prime factor in economic growth. There is 

mounting theoretical and 

evidence that productivity growth can 

accelerate 

empirical 

economic growth and 

development. A developing country like 

India with surplus labour and a scarcity of 

capital is required to increase labour 

productivity for its rapid economic growth 
and development. However. developing 
countries have experienced negative growth 
in productivity for several decades due to 

inefficient utilisation of resources and poor 

labour productivity performance (Barik, 

2009; Bhatia; 2018). Notwithstanding, an 

economy's ability to grow and develop is 

infuenced by several factors that contribute 

to economic growth and development in the 

long run. 

particular attention among these factors. 

One can attribute this to several reasons. 

labour Higher 
also indicates better capital 

determining 
providing better 

factor for 

workers. Labour productivity deserves 

Although labour productivity plays a 

multidimensional role, empirical literatre 
shows that no concrete attempt was made to 

Firstly, the percentage of labour input that 
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