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Why Tamil Nadu Became One of India’s
Most Industrialised States
Factories, clusters, skills and the unfinished transition to higher productivity

IndusValley.org Research Desk 5 September 2026

Direct answer. Tamil Nadu’s industrial strength comes from accumulation rather than
one policy or company: an old textile and engineering base, dense supplier networks,
multiple cities, ports and roads, technical education, state industrial estates, domestic
entrepreneurship and successive waves of Indian and foreign investment. The Annual
Survey of Industries for 2023–24 ranked Tamil Nadu first among states in its share of
India’s factories, at 15.43 percent, and persons engaged, at 15.24 percent. The unincorpo-
rated sector is also large: the 2022–23 ASUSE estimated Tamil Nadu held 12.17 percent
of India’s workers in unincorporated manufacturing. These measures cover different uni-
verses and should not be added. The state is diversified, but importantweaknesses remain:
uneven wages and formality, low female participation outside some sectors, regional and
water stress, pollution, limited domestic research depth, and dependence on imported
technology in emerging industries.
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1 Measurement and scope

ASI measures registered factories under statutory coverage; ASUSE estimates unincorporated
enterprises. Tamil Nadu leads ASI factory and persons-engaged shares and has a large unincor-
porated manufacturing workforce, but the universes must not be combined.

2 Historical accumulation

Textile and engineering traditions, public infrastructure, industrial estates, entrepreneurship,
ports, education and repeated investment waves produced a path-dependent industrial system
rather than a single-policy outcome.

3 Clusters and urban network

Chennai, Coimbatore, Tiruppur, Hosur, Tiruchirappalli and other centres specialize while ex-
changing labour, suppliers and services. Multi-city structure diversifies capability but does not
eliminate district inequality.

4 Sectoral capabilities

Automobiles depend on deep component and tooling networks; textiles join agriculture, mills
and export clusters; electronics can scale rapidly but local value depends on design, components
and intellectual property.

5 Skills, gender and work quality

Educational breadth supplies trainable labour, while practical and advanced skills require ap-
prenticeships and firm learning. Employment counts should be paired with wages, contracts,
safety, social protection and women’s mobility and advancement.

6 Productivity and innovation

Equipment, standards, managerial learning, testing and supplier development raise productiv-
ity. Moving from assembly toward product engineering needs universities, laboratories, corpo-
rate research, test beds and patient capital.

7 Infrastructure and resilience

Power quality, renewable integration, ports, freight and urban transport affect competitiveness.
Water stress, effluents, heat, floods and cyclones are production and public-health constraints
requiring enforcement and adaptation.
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8 Regional political economy

Industrial location creates gains and costs through land, housing, services and environmen-
tal exposure. Transparent acquisition, local supplier links and public investment determine
whether lagging regions benefit.

9 Evaluation framework

Measure real value added, productivity, median wages, formality, gender outcomes, export do-
mestic value, innovation, supplier depth, resource intensity, safety and regional distribution
rather than announcements alone.

10 Evidence assessment

Strong Tamil Nadu has India’s largest registered-factory footprint and
share of persons engaged under ASI 2023–24.

Strong The state has diversifiedmanufacturing and a large unincorporated
industrial workforce.

Probable Supplier clusters, multi-city urbanization, technical education and
public industrial infrastructure jointly explain much of the state’s
advantage.

Probable New electronics and electric-vehicle investment can deepen capa-
bility if design, components and skills localize.

Probable Environmental and labour improvements are necessary for durable
competitiveness and social legitimacy.

Contested The relative contribution of state policy, historical endowment, na-
tional reforms, foreign investment and private entrepreneurship.

Unsupported The claim that announced investment or gross export value alone
proves high domestic value added, productivity or good employ-
ment.

11 Conclusion

Tamil Nadu became industrial through a dense, diversified system of firms, workers, cities and
institutions built over time. Its factory scale is measurable and exceptional, but the next stage
cannot be judged by plant counts alone. Higher productivity, local design, better wages and
contracts, women’s advancement, clean infrastructure and broader district participation will
determine whether manufacturing scale becomes durable prosperity.
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