Big Boost for Manufacturing
Cll has consistently been advocating the rapid institution of a policy to create a new platform for the take –off of India’s manufacturing sector, says Mr. Chandrajit Banerjee, Director General, Cll, Welcoming the clearance of the National Manufacturing Policy
The clearance of the National Manufacturing policy (NMP) by the Cabinet could not have come at a better time. This is a historic step on the economic reform agenda and will set the pace for a much higher trajectory of growth in employment, investment and output.

The forward-looking and progressive policy addresses a number of issues of concern to industry. The government is to be commended for converging diverse opinions and issues raised by various stakeholders and bringing out a policy that meets multi-dimensional objectives towards the overall goal of inclusive growth. The manner in which the final NMP has evolved affirms the strength of the – country’s consensual approach to policy making.

The Indian manufacturing sector is experiencing somewhat anemic growth. In April-August of this financial year, the manufacturing index expanded by 6% as compared to a robust 9.2% n 2010-11. Performance has been further adversely impacted by repeated interest rate hikes to tackle high inflation. Resultantly, investor sentiments have been dampened and business confidence is at a low.

Thus, the announcement of the NMP is a game-changer and a huge boost to investor optimism. Cll has consistently been advocating the rapid Institution of a policy to create a new platform for the take-off of the manufacturing sector, whose contribution to the GDP at 16% is well below other economies at similar stages of development. The NMP proposes to increase manufacturing growth to 12-14% so that the sector can contribute 25% to GDP by 2022. 

The imperative of employment generation can only be met through large-scale manufacturing. This has been given centrality in the final policy. Other issues addressed relate to skill development, technology upgradation, global competitiveness, clean and green manufacturing, etc. The stated objectives of the policy are six-fold, including faster growth, creation of 100 million new jobs by 2O22, skill development, increasing domestic value addition and technological depth, enhancing global competitiveness, and ensuring sustainability.

National Investment & Manufacturing Zones (NIMZ) can now be speedily established all over the country offering integrated manufacturing services and world -class infrastructure.

The most important pillar of the policy is the intention to create 100 million new jobs. This is not an easy task since it requires both supply-side and demand side measures. The strong measures for skill development included in the NMP will help upgrade the talents of the country's best asset; its people. The focus on the populations at the lowest end of skill attainments through a modular programme will greatly add to the productivity and incomes of the poorest people in the workforce. Government will also provide a weighted standard deduction of 150% on skill development projects that would incentivise public-private partnerships.

Also, a sensible exit policy has been put in place that includes a job loss policy to pay compensation in the event of units having to shut down. This would be financed either through insurance or a sinking fund or a combination, leaving it to specific SPVs to decide. 

Another important challenge addressed in the NMP is land acquisition, which has emerged as a major issue. The NIMZ must be a minimum of 5,000 hectares with preference to wastelands and lands not suitable for cultivation. Agricultural land use is to be minimised. Happily, the policy has not precluded the use of such land altogether, which would have led to regional imbalances in manufacturing growth.

The locus on SMEs, including access to finance and lower compliance burden, is another positive feature. The cluster approach also augurs well for promoting SMEs. The NMP additionally gives special attention to employment generating sectors, capital goods, strategic industries and sectors where India enjoys comparative advantages, such as automotives and pharma.

The emphasis on foreign technologies and investments is good, since domestic resources alone cannot meet the objectives of the policy.

Overall, the NMP is path-breaking in its vision and measures. Industry looks forward to working with government to convert the policy into a real tool to meet the objectives of inclusive growth.
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