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Abstract

Monufocturing sector hos olways been considered to be on engine for economic growth of ony nation. Ong of the moin
reasons for slow economic growth in India is the structural imbalances in the economy. Indion economy hos been
traditionolly on ogriculture based economy. In Indion economy, mojority of the population i.€. around 54% is engoged in
agriculture sector, but the shore of this sector in GDP is around 15%, a clear indicotor of very low productivity. The share
of monufacturing sector in GDP is below 18% whereas totol employment engoged in monufocturing octivities is around
20% of the totol employment. It is also observed thot Indion monufocturing sector could not grow os expected dug to
higher input costs €.g. effect of indirect toxes on selling price, high cost of power, water, tronsportation & finance, poor

quality of product ond lack of competitiveness of its exports. To boost up the growth of our monufocturing sector,
Government of India has initioted "Moke in India" prograomme with on objective to encourage domestic ond foreign
componiges to monufacture their products in India. This theoretical resgorch paper is on ottempt to study the salient
features of "Moke in Indio" progromme ond to onalyze the issues and challenges in its implementation. For the purpose

of this study, only secondory doto hos been collected.
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Introduction

The monufacturing sector of anation has been considered os
on enging for growth of its economy os it hos o coscoding
effect on the other sectors of the economy. Despite the
avoilobility of technical monpower and cheop labour, Indion
monufocturing sector has not grown os expected. This moy
be attributed to o number of foctors i.€. the use of obsolete
technology, poor infrostructure, complicated regulotory
mechonism, complionce burden, higher input costs i.e.
power, woter, tronsportation, finonce, impoct of indirect tox,
over stoffing, low investment in Research & Development
octivities ond delay in decision moking dug to burgoucrocy.
According to KPMG survey (2014) on cose of doing
business in India, opprovals reloted to environment
clearonces, lond procurement, construction permits,
industriol sofety permits ond power connections ore found
to be the major obstocles to start abusingss in India.

Indio. hos never been o favourite locotion for foreign
investment. Foreign investors find it difficult to invest in
India due to complex rules ond burgoucratic red tape thot
delay investment decisions. In the latest World Bonk study,
Doing Business 2014, Indio is ronked ot 134 omong 189
countries, lower than its BRICS counterports as on June 1,
2014. India comes omong the bottom 10 per cent of
countries when it comes to the gase of starting abusingss —
ronking 179 out of 189. It takes, on on average, 27 doys ond
the completion of 12 procedures to stort a.business in Indio.
This is oftributed to slow decision moking ot the
administrative level.
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To encourage componies to monufacture their products in
Indio, the Government of India hos lounched "Moke in
India" initiative with the emphasis on ease of doing business
to achieve structural chonges in the economy. This
progromme wos initioted with the following objectives

*  toottroct capital investment

* tofosterinnovotion

*  toenhonce skill development

*  tobuild monufocturing infrastructure ond
» toprotectintellectuol property

Initiatives by Government of India under "Make in
India" Programme:

To achieve the obove objectives, anumber of initiotives have
been undertoken by Government of Indio under "Moke in
India" Programme. The solient feotures of these initiotives
ore:

o) Deregulotion ond Delicensing of the monufocturing
sector

+ Introduction of self-certification or third—porty
certification for sofesty stondords. (for octivities
clossified as non-risk or non-hozordous, it’s to beg
entirely selfeertified.)

* Application for industrial licenses through onling
portal.
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*  Extension of validity of industrial licenses from two to
three yeors.

e Opening up entirely o number of sectors such os
defense ond construction.

b) New Infrostructure
*  Building industrial corridors ond smart cities.

»  Strengthening intellectual property regime —
complionce with global stondords.

»  Skill development.
c) Openingup Indio’s ‘high-value’ industrial sectors

*  Opening up Defense, construction ond roilwoys to
privote investment.

*  Doubling of the FDI cop in Defense ond permitting
100% FDI on a.case-to—case bosis.

+  100% FDI inrail projects ond in construction.
d) Specifictargeting of twenty-five sectors

+ Include outomobiles, outo components, aviation,
biotechnology, chemicols, defence monufocturing,
electrical machinery, IT, phormaceuticals, roads ond
highways, food processing, mining, oil ond gos, ond
thermal power.

*  Mostly capitol-intensive sectors and/or require highly
skilled labour.

* Need use of imported technology even if they ore not
copital-intensive.

g) OtherInitiotives

e Setting up of on investor focilitation cell to guide the
foreign investors on all aspects of regulatory ond policy
issues ond to ossist them in obtaining regulotory
clearonces.

+  Integration of oll centrol government services with on e—
Biz single window onling portal.

e Advising the states to introduce self-certification.

e Advising the Ministry of Home Affairs to give all
security cleoronces to investment proposols within 3
months.

Issues and Challenges:

Under the "Moke in Indio" programme, Government has
already commenced concerted efforts to enhance the gose of
doing business ond kick-start monufoacturing growth. It hos
also reloxed FDI limits in critical sectors like defence,
construction ond railwoays. Some stote governments ore
trying to create a.conducive environment for this purpose. In
Moadhyo Prodesh the state government is creoting 27
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industriol areos while promising to improve infrostructure
ond moke lobor laws and lond ocquisition regulations more
investor-friendly.

Sensing the positive intentions of these initiatives of the
Government under Moke in Indio programme, there has
been some encouroging responses from  vorious
multinotionol componies i.e. Mercedes to double its India
assembly copacity to 20,000 units, Ford to ship Indiccmode
EcoSport to USA, Spice Group to invest Rs. 500 crore in
India, Hitochi to set up cuto-component plont in Chennoi,
Huowei opened onew R & D compus in Bengaluru, Iphong
moker Foxconn in tolks to build first Apple plont in India,
LG to stort domestic monufocturing of smartphones with
Rupees 1000 crore investment in R & D, Airbus Helicopters
ond Mohindra Defence, oo Mohindra Group subsidiary, hos
recently ennounced o plon to produce helicopters to coter to
Indio/s militory requirements gte.

Though there is apositive feel for the progromme to meet its
objectives, there are some serious issues of ground level,
which require immediote attention to sustoin the momentum
builtup recently. These issues have been exploined below:

1. Land Acquisition: Setting up the proposed new
industriol corridors ond priority sector industry os
construction, infrostructure, monufocturing ond mining
etc. under the progromme would hove vost lond
requirements. This is o mojor issue of concern os the
current lond lows moke the acquisition of lond more
complex ond costly. Further there ore increosing
numbers of sociol struggles ogoinst lond ocquisition.
This is odversely offecting investment into priority
sectors. This needs to be also viewed from the
perspective thot the other developing countries €.g.
Banglodesh, Vietnam ond Thoilond olso have
comporative oadvoantage in providing cheap
monufocturing locations to the forgign investors. A key
question is whether the government will be oble to
moster the difficult baloncing oct between providing
sufficient rights ond sofeguords to londowners while
eosing lond ocquisition procedures.

2. Infrastructure: To increase the productivity,
profitability ond competitiveness, the monufocturing
sector ngeds sound physical ond odministrotive
infrastructure. The immediate concerns ore irregulor
power supplies in most stotes, poor roodways, roilwoys
ond port infrostructure, insufficient number of
universities ond colleges providing higher and relevont
education, inadequate quolity of education gtc. These
infrastructure issues ore some of the factors, which ore
moking Make in Indiaprogromme is abig chollenge.

3. Labour: Another issue, thot may be very critical to the
implementation of Moke in India progromme, is the
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Indion Lobour morket, which is choracterized by
world’s most restrictive labour laws. Besides leoding to
strong unionizotion, these lows ore outdoted in the
current context. Indio has some of the world’s most
restrictive lobor lows. A key question is whether both the
union ond stote governments will be oble to ease these
lows in a woy thot fosters more employment ond
industriol octivity in lobor-intensive sectors, ond in light
of strong opposition from unions.

Training issues: The priority sectors under the
progromme ore highly copital intensive ond require
highly skilled lobour. Preparing high skilled workforce
by proper education ond training to meet the demonds of
such industry is ogoin o big chollenge for the
Government. In the obsence of proper training, only o
smoll proportion of total youth population will be
benefitted out of this ond would foil the purpose of
employment generation under the progromme. Lock of
ottention poid to ‘skill development': the constont
harping on the benefits ‘Indio’s youth® is puzzling
because the only provision thot seems to have been
mode is on ‘Indion Leother Development Prograomme.’
It is supposed to train o lakh of young people, which is
terribly inodequote, given the extent of unemployment
existing now, ond expected in the future.

Intellectual Property Rights: Indio has to comply
with the global intellectual property regime, which hos
some very problematic consequences, porticulorly on
the availobility drugs ond medicines.

Tax: One of the mojor impediments to o smooth
business, especially in the monufocturing sector, is the
uncertoin ond unpredictoble indirect tox regime. The
current indirect tox system is plogued with multiplicity
of toxes —ot different rates — ot multiple points. The
obsence of omy setting off mechonism results in
cascading effect of these toxes. This is accentuoted by o
huge complionce cost thot is incurred in respect of eoch
of the toxes ond it is observed that unclear rules ond
regulations ond ossertive tox authorities ore ot the heort
of numerous high-profile tox litigation coses involving
foreign componies. All this oggregotes to huge tox cost
for the monufocturing sector, which is cleorly
unsustoinoble in the current scenorio. There have been a
number of encouroging recent court decisions ond the
present Government is keen to reossure investors thot
India. is moving towards o tox—friendly regime.
However, sufficient work hos not been done to ease
concerns. The risk perception of businesses focing
orbitrory toxotion demonds therefore remoins high. A
key question is whether the present administrotion will
clorify these rules ond regulations to minimize leewoy
for interpretation, ond rein in tox outhorities, while
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under pressure to plug the fiscol deficit. A key focus will

also be on the extent to which India will be oble to

reform its ontiquoted tox regime.

Suggestions:

The issues ond chollenges may oppeor to be having simple
solutions, but the devil ligs in details ond these would require
long-term strotegies ond multi-thronged opprooch. Thus the
success of the "Moke in India!" programme is dependent not
only on the solutions to thesg issues, but o number of other
pro-octive meosures con play o cruciol role. Some
suggestions have been made here in this regord:

a)

The lond ocquisition issue requires on octive
consideration from the Government to ensure
provisions of suitoble cheap lond for investment. The
decisions reloted to lond ocquisition should be token
expeditiously at the state as well as district
administration level, keeping in mind the interest of all
stoke-holders. Though the Lond Acquisition Bill has
already been initioted but it might require some
fundamental chonges before getting acceptonce. Lond
acquisition should be foster while toking core of the
disploced population.

b) For infrostructure development, the use of Public—

c)

PrivatePartnership (PPP) model moy be adopted to
oddress the infrostructure issues in the implementotion
of Moke in India progromme, but the issues reloted to
PPP model ore to be resolved. In India, we hove aweok
form of PPP model due to lock of flexibility in the
contractual ogreement ond huge delay in dispute
redressol. Tt colls for right enobling environment for
PPP initiotives for infrostructure development.
Therefore tronsporency in government procedures,
enocting new legislations, ease of norms ond rules of
Notional PPP Policy, oppropriote risk ollocotion, fost
dispute redressal system ond good governonce ore need
for hour to implement Make in India.plon successfully.

The issues ond challenges reloted to labour also demond

to be addressed on priority. According to World Bonk,
India has one of the most rigid labour markets in the
world. This is one of the biggest constraints in
implementing Moke in India initiative. Lobour laws
which ore restrictive ond outdoted in the present
context are needed to be revisited. We require more
flexible lobour loaws €.g increasing ceiling on layoffs of
workers ond discouroging them to form unions ond go
on strike but providing minimum woges to oll
employees.

d) To oddress the tox reloted issues, the implementation of

o centrolized goods ond services tox (GST) may
simplify the currently complex indirect toxotion
system. It will reploce all the indirect toxes as central
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excise duty, service tox, value odded tox, octroi ond
luxury tox gtc. The Goods and Services Tax will be o
huge step forword in moking India a.single morket. The
GST is astated priority argo for the government, but it
continues to foce resistonce from some stotes thot ore
worried obout losing revenues ond ore keen to keep
certoin tox items excluded from it. The Government of
India should bring on boord dll the state governments
ond deliberate upon the issues concerning the stotes ond
should come up with asolution, where the states do not
stond to lose ony revenue ond simultongously the
monufocturing sector gets o cleor ond foir toxotion
system.

The issues relating to training ond intellectual property
rights need a long term strategy ond lot of efforts, but
there is on immediate need to moke o beginning on
these issues. These issues require setting up of
institutions of education, troining ond resgorch ond
nurturing them without ony political interference. The
monufocturing sector should be encouraged to
porticipate directly ond indirectly in these octivities by
providing them tox benefits for investments mode in
this regord.

To compete with the cheap monufocturing sources i.€.
Chino. The monufacturing of goods should be
encouroged in India instead of importing those goods.
The government should put more efforts to enhonce the
competitiveness of the Indion domestic monufacturing
industry by encouroging them to increase productivity,
decreose lead times, implement various quality control
techniques ond green proctices. The countries like
Chinamight be losing on the advontoge of vast pool of
low-woge workers, os it is having double-digit
increases in Chino’s minimum woges. This would
compel mony componies to look for other low-cost
alternatives. On this front, Indiohos on advantoge over
Southeost Asion countries such as Vietnom ond
Indonesia as these countries lock the deep supply of
workers available in Indio. We need to strengthen our
low skill monufocturing to complement the inherent
copobilities of skilled labour force, which is olreoady
recognized oll over the world for moking complex
things ond for its frugal engineering. It is thus the most
opportune moment for Indio to moke the environment
investor friendly from the perspective of
monufocturing sector. low skill monufocturing.
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Conclusion:

India, being alorge market, hos the potential to tronslote the
requirements emerging from government objectives of
creating smort cities, industriol corridors, "Digitol Indio
progromme ond globally competitive Small & Medium
Enterprises (SMEs) into o huge demond for cement, steel,
computers, construction equipment ond other monufoctured
goods within the country. This would definitely lead to
employment generation ond poverty alleviation. Investment
by foreign componies will bring more technology, sound
scientific ond monogement proctices.

The present globol economic environment thus puts Indiain
avery enviable position, where anumber of positive steps in
the right direction would place it omong the competitive
monufocturing location on the economic map of the world.
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