A NEW DEAL FOR INDIAN MANUFACTURING
The national manufacturing policy resets the parameters for manufacturing in India and promises to transform the economy
WTH THE CABINET approving the National Manufacturing Policy (NMP)'drafted by the Department of Industrial Policy and Promotion, manufacturers in India can look forward lo a new operational environment. The NMR evolved after extended discussions with stakeholders across the spectrum, meets most of the concerns of industry and, when implemented, will convert manufacturing into the prime engine of economic growth.
Manufacturing contributes 16% to India's GDP as compared to 25-35% in economies like Thailand and China at similar stages of development- Although 80% of exports are of manufactured goods, the sector employs only about 12% of the workforce. No country has been able to develop without transferring some of its agricultural labour force to more productive manufacturing sectors. Hence, a national policy to boost manufacturing was urgently needed.

Cll has long been working with the Government to draft a national strategy for manufacturing, To begin with, Cll was closely associated with the National Manufacturing Competitiveness Council, headed by the renowned Dr.V Krishnamurthy, which worked on manufacturing competitiveness. Cll also presented industry perspectives in the conceptualization and framing of the draft National Manufacturing Policy put out by the DIPP in March 2010. Since then, it has been working with DIPP continuously for speeding up the finalization of the policy. When the NMP was placed before the Group of Ministers headed by Mr.Sharad Pawar, Union Minister of Agriculture, Consumer Affairs, Food & Public Distribution, Cll wrote to the Prime Minister for his guidance, and met with Mr.Pawar to apprise him of the urgency to take the Policy forward. With the approval of the Cabinet, Cll feels that a major step forward has been achieved.    

The major policy tool to be deployed in the NMP is the establishment of National Investment and Manufacturing Zones. Leveraging the advantages of clustering and agglomeration, these are envisaged as  greenfield industrial townships that will be manufacturing hubs comparable to the best in the world. To be of minimum 5,000 hectares each, the NIMZ would offer a complete ecosystem for manufacturing, including world-class infrastructure, clean technologies, skill development facilities, social infrastructure, and supportive institutions for testing, standards, etc .

According to Mr. Anand Sharma, Union Minister of Commerce and Industry seven such zones  are ready for implementation alongside the Delhi Mumbai Industrial Corridor, and five more are proposed. Cll had recommended such large manufacturing regions in  an early submission to the Government, recognizing that while a facilitative investment climate and good infrastructure are needed for the country as a whole, it would be easier to locate these in regions of excellence, to begin with.
Special Purpose Vehicles will be constituted to manage the zones, consisting of representatives of the central and state governments, and private developers, headed by a senior central /state government official. The SPV would undertake master planning and strategies, select  developers, formulate procedures and enforce them, obtain environmental clearances, levy charges for infrastructure, promote investments and implement the resettlement and rehabilitation package. The respective state government will provide land, water and power and  infrastructure, while the central government would bear the cost of master planning, improve external infrastructure and linkages, and provide quality, design and skill development facilities.

Three major issues have been addressed through the final policy, viz. land acquisition, environment regulations and labour policy. 
Regarding land, the NMP has outlined principles including preference to waste lands and lands not suitable for cultivation, with access to resources like water, and located outside ecologically sensitive areas. The use of agricultural land is to be minimized. Resettlement and rehabilitation packages will be instituted. The NMP has suggested the creation of land banks by state governments, a move which has been high on Cll's agenda for land acquisition policy.

'The clearance of the National Manufacturing Policy by the Cabinet comes as a huge confidence booster for the Indian economy. This is a historic step in the economic reform agenda and will set the pace for a much higher trajectory of growth in employment, investment and output. Finally, India is dealing with the missing piece in India's economic development - that of manufacturing. Cll believes that, with the unequivocal clearance of this landmark policy, Indian Industry is taking a clear message about the Government's resolve to take the reform process forward.
The forward-looking and progressive policy is eminently sensible and addresses a number of issues of concern to industry. The Government and especially the Ministry of Commerce and Industry, is b be commended for converging a diverse

range of opinions and issues raised by various stakeholders and bringing out a policy that meets multidimensional objectives towards the overall goal of inclusive growth.
B Muthuraman, President, Cll, and
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Chairman, Tata International Ltd
Environment impact studies will be conducted by state governments and all clearances are  to be obtained  by the SPV. The SPV will include an  official from the state pollution control board  for monitoring environment regulations. Clean technologies and energy efficiency would be incentivised  through various fiscal measures. Environment clearance will have high priority. A host of incentives will   be given for SMEs to adopt green manufacturing, including grants for mandatory environment audit, water audit, wastewater treatment etc.

For labour, an exit policy for non – performing unit has been facilitated. Compensation on job  loss under, section  25FF of IDA is extended to 20 days for each completed year of service. This may be funded through insurance or a sinking  fund or a combination of the two. Workers will be redeployed within the NIMZ by the SPV as far as possible. Additionally, workers with low skills will be given training through a three-tier structure including ITIs, polytechnics and instructors training centres. PPP projects for skill development will attract a weighted standard deduction of 150% of expenditure other than land or building.

Rationalization and simplification of regulations are the cornerstone of the. NMP Self-regulation by industry has been mentioned in the policy. Governments may provide exemptions, and new mechanisms may be evolved for institutional partnerships of private bodies with government inspection services. Steps for simplification of returns have also been suggested.

The NMP addresses specified focus sectors for policy actions in a dynamic manner. It also suggests norms for local government procurement in infrastructure sectors. Trade policy is also mentioned as being aligned to local value addition. 
