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Part 1

About us

About……….. i Watch. 

Is a non-profit organization promoted by IIT’ians for the task of Nation Building. 

Please see our websites at www.wakeupcall.org and at www.india-watch.com
The site will be hosted in all the 12 Indian Languages, Hindi, Urdu, Tamil, Telegu, Kannada, Malayalam, Gujarati, Marathi, Bengali, Oriya, Assamese and Punjabi. Only 5% of Indians understand English. Work is going on and should be completed by March 2003. 

We are working towards the goal of making India a developed land by 2020, by creating awareness in areas, which are the foundation stones towards Nation Building, viz, Good Governance, Effective Administration, 100% Literacy, Vocational Education & Training, SME’s, Exports & Tourism.

This list is partial, but reflects priority areas, which have not been given the due importance that they deserve, in the last 55 years of Independence. 

This does not mean that other items which have not been mentioned are not important, indeed they are, but they have already built up a good momentum of reforms, e.g., IT & Software, Higher Education both in Technical as well as in Management areas, Services, Infrastructure reforms, Reforms in Finance & Insurance, E-Governance, etc.

We feel the goal of India being developed by 2020, can ONLY be achieved by concentrating on core areas, mentioned below, (which will trigger-off improvements in all other areas):-

· Good Governance + 

· Effective Administration +

· 100% Literacy +

· Priority to SME’s +

· Vocational Education & Training +

· Exports +

· Tourism

Good Governance & Effective Administration, will bring out all possible aspects of running the country to high standards. 
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Part 2 

International Perspective & 

cross country comparison 

with Asian Countries 

· The Industrial Revolution started with the steam engine and manufacturing

· Manufacturing has been the backbone of all developed and developing nations. 

· It is where R&D starts, where new technologies are born, where scientists and engineers are challenged to develop new and better processes, products and technologies.

· Some call manufacturing the old economy, some call it the real economy.

· Manufacturing takes an important position in most fast moving economies of the world, with a share of between 30 to 50 % of the Economy

· If we compare India with countries in Asia, such as Thailand, Indonesia, Malaysia, Singapore, Hong Kong, Taiwan, Philippines, Korea and China, one will find, that most of them have economies driven by manufacturing, which is 30 to 50 % of GDP. India is lagging behind with 25% of GDP, in this sector.

· China’s manufacturing is nearly 50% of GDP, at about $ 650 billion per year, nearly 6 times the size of India’s Manufacturing Sector, which stands at about $110 billion per year.

· India’s manufacturing is only 25% of the GDP, which is about $ 110 billion out of a GDP of $440 billion

· Manufacturing provides many jobs, at all levels. It is important as an employment generator.

· Because of unfriendly employee and labor policies, and reservations in the SSI sector, India has missed the bus, so far, in manufacturing.

· The present conditions do not promote manufacturing in India, especially for high labor intensive technologies. Other Asian countries have taken advantage of our short comings and taken away a lot of International business, which would normally have come to India.

· It is only in the last few years, that it is now beginning to dawn on our leaders and planners that a lot of manufacturing is required to be located in India. After seeing the spectacular rise of manufacturing in all the Asian countries, during the last 25 years.

· With the opening up of global trade and imports into India, in the last few years, a lot of manufactured goods have finally hit the Indian markets, bringing in world class manufactured goods at international prices. It has also brought in many opportunities for Indian manufacturers, as they can now bench mark Indian goods against the best available in other parts of the world.

· Many Indian companies have already started exports of Indian manufactured products for world markets, eg, Sundaram Fastners Ltd. and others.
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· Many foreign firms are finally realizing that India is about the right place to look at global manufacturing for out sourcing for world markets.

· All the above could get a big boost provided conditions, as mentioned below could improve and pave the way for full scale manufacturing activities to multiply in India

Part 3

India’s Development Strategy, since 1947

· In the earlier years the emphasis was on Public Sector rather than on Private Sector
· Import tariffs were high, up to 300% of CIF costs, leading to poor incentives for Indian organizations to improve costs and reduce wastage
· The private sector was severely discouraged to expand and produce world class products at world class quality and costs. Competitiveness started to reduce. The textile industry is a classical case, where a very strong manufacturing base was literally destroyed, due to short-sighted business and employee policies.
· The emphasis was on import substitution, since exports were always given a low priority, and balance of payments from early years of surplus began to move towards deficit, till things became precarious, in 1991, when the first generation reforms and most of the license Raj was dismantled.
· The formative years between 1947 to 1991, resulted in the organized manufacturing structure, both public and private, being mostly low quality, high cost and not competitive with respect to global markets. We call this period, 44 years, in some ways as the wasted years. A lot more could have been done
· The concept of Small Scale units were started, but was only restricted to Industry, SSI. The importance of SME’s in services and trading, including retail and wholesale trade, were not recognized as an engine for the growth of the economy.
· Agriculture was given some sops and priority, but experience has shown us that mostly the big and rich farmers benefited. The benefits seldom trickled down to the small and marginal farmer, due to poor governance & inadequate administration, at the grass roots and at the time of implementation.
· The concept of SME’s, or small medium enterprises, has still not been initiated, even after 55 years of Independence. Enterprises mean all types of businesses and not only industry.  
· During the last one decade there is a noticeable shift, in the attitude of managements, where cost saving and quality have finally gained the position they truly deserved. Engineers and MBA’s are being used to day, in problem solving and profit improvement plans of organizations. In the good old days only accountants and lawyers were considered important.
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· For a country the size of India, with experience and knowledge of it’s human capital that it possesses, our manufacturing infrastructure should have been at least the size of China’s by now, if not larger.
Part 4 

Role of Small Scale & 

Cottage Industries

· In India small scale units are allowed to start, but encouraged to remain so for ever! As there is no concept of SME’s, there is practically no window for growth, for this sector.

· All the focus has been only towards, SSI, small scale Industry and not towards, small scale enterprises. This has resulted in a lost opportunity for India

· In the rest of the world, companies start as proprietorships, become small business units and then grow to medium size units or SME’s, all in the same category. Some SME’s, about 0.3% of the total, become large business units! 

· The main observation is that nearly 99.3% of all organizations, in the rest of the world, are SME’s! They account for nearly 80% of the employment and nearly 80% of all value addition within the economy, directly and indirectly. One could expect a similar number as far as GDP and Exports are concerned. 

· Enterprises means all types of business, i.e., Trading, Services & manufacturing  and not only Industry!

· Our experience indicates that in India the cottage Industry was more for political mileage rather than any economic agenda, since the plan was not holistic and fully conceived to benefit the owners.

· There is a huge latent potential in Village and Cottage Enterprises, which need modern inputs of management to exploit the skills and talent of the people of India.
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Part 5

National Manufacturing 

“Policy Draft”

We fully endorse that India needs a very well defined, National Manufacturing Policy.

Part 5.10

Assumptions

Assumption No. 1  We have a large pool of skilled manpower at low cost. Human Capital is the most important resource. India has it, can India use it for itself?

With a population of nearly 1035 million people, we need to do a reality check in the year 2002. India adds 27 million new people every year. It is a very young country, where people below the age of 35 years, are more than 70% of the population!

With a very large pool of skilled manpower and a large, PPP, purchasing power parity of nearly 4.5, India has the big advantage to become an International Hub, in Trading, Services as well as in Manufacturing.

Assumtion No. 2 India’s manufacturing sector is small, in terms of it’s potential, size and availability of high quality human resources.

The present GDP of India can be broken up roughly into three parts:-

· Services……....50%

· Agriculture……25%

· Industry…….…25%

India needs to benchmark with countries near to its size, to understand where we are after 55 years of Independence. 

We have benchmarked India with China, as both are very old civilizations, both are very populace and have obtained their respective independence, nearly 50 years ago.

Kindly see ‘India in a Nutshell’, on page 7. ‘India & rest of the World’ & ‘India & China’

One will observe that China’s manufacturing is nearly 50% of GDP, at about $ 650 billion per year, nearly 6 times the size of India’s Manufacturing Sector, which stands at about $110 billion per year.

China was also short of buying power, when they embarked on world-class manufacturing. It is for this reason that they decided to go in for exports in manufacturing products. Presently, nearly 60 - 70% of their manufactured products are exported to countries around the world.
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For details on this page see “India in a Nutshell”
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Part 5.10 (Contd)

Assumptions

There is no reason as to why India cannot hope to increase manufacturing to 50% of it’s GDP from the present 25%. 

This would mean enlarging the manufacturing base from about $110 billion to about $220 billion per year, an increase of nearly 25% of GDP, at 2001-2002 figures. 
In Diamond cutting, India is world-class, most of the output is exported. We control nearly +50% of the world market at about $9 billion per year
India has a poor buying power, therefore it is essential that we must go in for world-class manufacturing, which uses maximum of human capital and minimum of Capital and fixed assets like plant and machinery. Because of short sighted employee policies, we are still not able to deploy human capital, in a flexible manner, like other countries in Asia and the middle east.

Areas which are showing potential for manufacturing, with emphasis in exports are:-

· Herbal products made from medicinal plants and flowers

· Pharmaceutical products

· Gems & jewelry

· Automobile components

· Automobiles

· Heavy vehicles & Busses

· Tractors and farm equipment

· Construction machinery

· Iron & steel products

· Aluminum and aluminum products

· White goods, such as Refrigerators, Air conditioners, Washing machines, etc

· Textiles and garments

· Knitted/woven products in wool, cotton and blended fibres

· Agriculture products in semi finished and processed form, e.g., tomato ketchup, tea bags, packaged spices, etc

· Marine products and fish derivatives

· Flowers and floriculture products

· Milk and sugar based finished, dairy and sweet products

Assumption No. 3  We have a fairly advanced manufacturing sector, which needs to be reformed/modernized/, to bring it in line with world-class competition

The Indian economy has a diversified manufacturing base. 

We manufacture defense equipment, railway engines and rolling stock, cars and heavy vehicles, plants and machinery, as well as products for various industries like, cement, steel, metals, mining, machine tools, pharmaceutical and health products, food and dairy products, textiles and garments, footwear, sports goods, toys, white goods, construction equipment, space products, power plants, etc.
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Part 5.10 (Contd)

Assumptions

We turn out more than 200,000 engineers per year and a larger number of technical staff.

What we need to do is to bench mark with best practices around the world, and then make changes at home to become world class. 
We need to look very actively at export markets around the world, till our own economy pulls up to a take-off stage where we would have sufficient buying power from the masses. At present, India only has 0.62% of World trade and 1.35% of World GDP, but 17% of World population.
Assumption No. 4 There is a limit to which India can ONLY concentrate in the so called New Economy

We are surprised at the total commitment of key decision makers to concentrate so heavily in the IT and software related sectors and neglect the traditional economy and manufactured goods! In spite of all the concentration and noise, we command about 1.6% of the total world market in software! 

India has thousands of computer learning institutes, but when the literacy of the country is hardly 50%, what are we planning to do with the 500 million illiterate people? Not to mention another 200 to 300 million who are only literate to primary and secondary levels of education!

It is disheartening to hear planners, media, some politicians and officials, that there is very little scope for India to get into manufacturing. That we should look only at service sectors. 

Just to clarify, world wide, the tourism and leisure Industry is nearly seven times the size of IT and software, about $3700 billion per year, but do we give it seven times importance that we give to IT and software? In the Indian context, it really deserves more than 10 times the importance that we give to IT and software. It is a big employment generator and forces the country to improve it’s Governance & Administration, at the same time it requires infrastructure to world class levels. All of these are necessary for world class Trading, Services and Manufacturing.

It is a very large employment generator, but our people have still to grasp the full advantages of this Industry. There are hundreds of manufactured products required by this Industry, which have still not captured the imagination of the planners, Central & State governments and the business community of India.

India has a host of artistic skills at the village level, which could be exploited for International markets. Packaging, production up gradation, advertising and marketing inputs are required. There is huge potential to use the Indian skills for hundreds of areas such as toys, footwear, garments, cards, souvenirs, hand made paper and paper products, hand made carpets, textiles, furnishings, the list is very large.
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Part 5.10 (Contd)

Assumptions

Assumption No. 5  Other costs in India are low, eg, rail transport, administrative and other overheads, design and development, prototype manufacture, production of small batches and variable manufacturing with low capital costs and higher numbers of human capital. This throws up a large number of untapped opportunities for India.

According to our study, during the last 10 years, we find that there is constant negative attitude about the domestic markets in India. That is true. But, what about exports? There is a huge market waiting to be exploited by us.
Take the example of Milk and sugar. India is the largest producer of sugar, 18 million tons per year and milk, about 82 million tons per year. But we do not figure, in the world markets, in milk powder, condensed milk, sweets and chocolates, ice cream, cheese, butter and other milk/sugar related products.

India is the 2nd largest producer of fruits and vegetables in the world. We all report every year that about 40% is lost between the farm and the customer, with an expected National loss of about Rs. 40,000 crores per year. We could easily convert these losses into opportunities!

The examples and opportunities in the engineering and Pharma Industries, garment and other industries are mind boggling, but we have not been able to put our house in order.

Assumption No. 6 The Central and State Government finances are in poor financial shape, the question of pump priming the economy has very little scope. We have to look outwards, for exports of manufactured products, and use the advantages of India as a lower cost but high quality manufacturing base.

The last state finance minister’s meeting at New Delhi, in mid October, tells the story as far as financial discipline and financial rating of state paper is concerned. Many states have already defaulted on their guarantees, and many more will follow suit.

The State Financial Institutions are broke, domestic customers are growing very slowly; therefore it is essential to look at export opportunities and world class manufacturing facilities. 

Assumption No. 7 It is not wise for India to be exporting its valuable iron and aluminum ores/ bauxite ores. The earning is very low for the effort made. It is better to make the finished metal in India and add value to finished manufactured products.

Let us take the example of iron ore. India earns about $14 to $17 per ton, FOB Indian ports, for its ores. We export about 25 million tons per year. It costs us about $ 12 to $15 per ton, to dig the ore, transport the same to the ports of shipment and then load the same into foreign vessels, who carry the ore to their country, in their own ships. 

Page 11

Part 5.10 (Contd)

Assumptions

India stops adding value once the ore is loaded on their vessels. India’s net earning, in iron ore exports, is about $50 million per year, as residual value addition, or profit for moving 25 million tons iron ore per year! Is it worth it? One could manufacture about 15 million tons of steel with this raw material. With $64 billion reserves, things have changed, we do not need to export at any cost to the nation!

Japan, Korea and China, the main buyers, convert the same into finished steel products, like cars and machinery and sell back the value added final products at $10,000 per ton, or special steels at $ 700 to 1500 per ton or bolts and nuts at 

$1000 to $3000 / ton. Taiwan exports 3 million tons per year of bolts and nuts alone!

Why cannot we have two shore based steel plants, on each coast, and manufacture 5 to 7 million tons of low cost steel for feeding to the export units in India? Add value in India. Manufacturing needs an integrated plan.
Take the example of Aluminum. Here again, if we were to convert it into low alloy light sections and use the same for manufacturing light weight carts for the agricultural sector. India is short of forest cover and wood. The present bullock carts and hand carts are really of 100 year old design. They are very heavy and very inefficient, to use. We also have the other inputs such as rubber wheel, bearings, brakes, plywood, steel shafts, etc

No engineering college, no tractor manufacturer, and no aluminum manufacturer, that I know in India, has come forward to solve the problems of the 700 million who live in the rural areas of India and the 200 million who live in the semi-rural areas of India. These carts would be different for different terrains, crops and parts of India.

Another example, is to use Aluminum Sections in place of wood, in construction. There are many aluminum items which could be manufactured for the domestic and export markets. The above is only one example which may be considered.

Assumption No. 8  The cost of production for manufactured products is rising in Europe, Japan, Korea, Taiwan, USA and other developed countries. This represents a big opportunity for India to enter into joint ventures, in manufacturing, with suitable partners in these countries.

We in India, should seriously look at the number of good opportunities which are available world wide to get into such joint ventures.
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Part 5.10 (Contd)

Assumptions

Assumption No. 9. We need a Holistic plan. A. Must be easily understood by all and B. one which can be implemented easily. C. Finally it must be a win-win-win-win-win-win situation where all the existing players see the benefits - the politician, the official, the financial lending institutions, the entrepreneur, the foreign /domestic –customer/partner/importer and the citizen of India.

With the present complexity of Governance & Administration, the benefits will have to be appreciated by the political leaders and officials, other wise this Policy draft will also “Bite the Dust”.

The Action Plan will therefore try to consider the practical difficulties of the past and bring out benefits, which could be realized by all the players/stakeholders, in the long term.

The benefits to the concerned parties are planned to be as follows:-

1. Politicians (represented by the MP’s, MLA’s, Municipal Councilors) ……..more jobs for citizens, less unemployment, more popularity
2. Officials  (represented by the officials, up to the joint secretary level at the Central & State Government departments) ……….Hassle free work with minimum of paper work

3. Financial Institutions  (represented by the banks and other financial institutions in India, by their branch and departmental managers)….growth area in sound investments with reasonable payback. Inflow of FDI at lower rate of interest 
4. Entrepreneur (represented by the members of different business associations, CII, FICCI, ASSOCHAM, Chambers of commerce and other Industry and trade organizations) ……. profits, good growth, sound  business
5. Buyer of Goods, manufactured in India  (represented by the Manufacturing Associations in India and abroad)……..good price, speedy delivery and good quality 
6. Citizen of India  (represented by the media in India and abroad)…..growth of economy, improvement in all areas.
Assumption no. 10 Manufacturing provides nearly 75% of Government’s revenue!

It is estimated that manufacturing provides nearly 75 % of the government’s revenue, in the form of Customs duty, CVD, Excise duty, Sales tax, Income tax etc.

All this, only from about 22% of the GDP! This clearly shows the importance of manufacturing for raising government taxes.

Page 13

Part 5.2 

Working Models & 

Implement-ability

Good Governance is the ‘Golden Key’ which can unlock India’s Latent Potential in Manufacturing 

In order to have good implement-ability, it will be necessary to have Good Governance & Effective Administration or better governance than at present.

In the short, medium and long term, only the model of Good Governance & Effective Administration, will work.

Bench mark India with what is happening in the major countries of the world, with special reference to the major Asian countries, China, Malaysia, Vietnam, Thailand, Philippines, Taiwan, Singapore, etc, as it is important to realize as to why they are moving faster than India in terms of manufacturing.

We have made an extract of the same from the world competitiveness report, 2001-2002. An extract, of nearly 39 different parameters is on page 14. The full details are in Annexure I
Step number 1 – Communication with all main stakeholders

This needs to be translated into all the 12 Indian languages and communicated to the stakeholders, as mentioned in items 1 to 6. Host it on a website in 12+1 languages. English is only understood by 5% of Indians, and therefore communicating in the Indian languages is a must.

Step number 2 – Interaction, between all the stakeholders

To arrive at a workable program, to achieve excellence, with respect to world standards. And world class bench marking.

State & Central Government departments should ensure, their “House is in Order”, by ensuring Good Governance & Effective Administration.
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For details on this page see the 43 charts, where various “Governance Indicators” of 75 countries are compared.

India is compared with respect to 9 Asian Countries. 
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Part 5.3

Basic Policy changes

No Policy Incentives are required. What are required are pragmatic and positive Policy Changes as prevalent in other developing countries of the world. These are required to improve India’s competitive advantage in World Markets.

Policy Change No. 1

Reclassify all Enterprises in India, as SME’s, (small and medium enterprises) and LARGE units. 

See page 17, for a quick explanation of the impact of SME’s on the Indian Economy.

SME: small and medium sized enterprises are defined by the European Commission as independent enterprises that have fewer than 250 employees, and an annual turnover not exceeding €40/£25 million or a balance-sheet total not exceeding €27/£17 million (extract from the 96/280/EC, Commission Recommendation of 3 April 1996). see www.smallbusinesseurope.org & www.esba-europe.org.

SME’s, in most parts of the world, means organizations with up to 250 or 300 or 500  employees. 

Entrepreneurs are born and nurtured in SME’s. 

In USA*, this is only half the truth. You will notice from www.sba.gov, the website for SME’s in USA, that SME’s in USA could be defined either by max number of employees, which varies from 100 to 1500, or maximum turnover per year, this varies from $0.75 to $29 million, or the amount of financial assets, this goes up to $ 150 million, depending upon the type of business! 

For Japan see www.sme.ne.jp.
In Germany*, see www.ifm-bonn.org, SME’s normally means organizations with an annual turnover of up to DM 100 million and/or with a maximum number of 500 employees. In Germany, nearly 80% of all trainees/apprentices (for Vocational Training), numbering more than 1.5% of the German population, are with SME’s! 

We have data about SME’s in UK*, USA*, Europe* and Japan.* Data is available on the respective web sites. In case you are unable to locate the same we could assist you by sending you a CD – ROM with all the data on SME’s, for Rs 1000, drafts payable, at Bombay, to “India Watch Foundation”, 305, Olympus, Altamount Road, Bombay 400026.

In the rest of the world, companies start as proprietorships, become small business units and then grow to medium size units or SME’s, all in the same category. Some SME’s, about 0.3% of the total, become large business units! The main observation is that nearly 99.3% of all organizations, in the above countries, are SME’s! 
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Part 5.3 (Contd.)

Basic Policy changes

They account for nearly 80% of the employment and nearly 80% of all value addition within the economy, directly and indirectly. One could expect a similar number as far as GDP and Exports are concerned. 

Enterprises means all types of business and not only Industry!
The present definition of SSI’s, and not SME’s, will only disadvantage India to be more isolated and removed from the ground realities of what goes on in this world! 

Even Pakistan has adopted the International definition of SME’s and is implementing the same, in stages! For details see www.smeda.org.pk, Small Medium Enterprises Development Authority in Pakistan. 
Our recommendation: Keep the EU definition of SME’s in India, but keep employee numbers up to 1000, as India has to plan for high employee - oriented units and technologies rather than high Capital intensive - oriented  manufacturing units.

· Merge SSI into the new SME description. 

· Remove all financial incentives for SSI’s

· Remove all reservation presently given to SSI’s
· Reclassify all businesses into SME’s and large units.

This needs to be done at both the Central Government levels as well at the State Government levels.

To help understand these aspects we present three annexure as back up the reasoning behind this recommendation.

The most important message is that grouping is for all types of businesses or Enterprises and not only Industry or manufacturing. 

Annexure 3 – Small Business Size Standards, as per North American Industry Classification System

To show how each and every type of economic activity has been arranged within the overall concept of small & medium size businesses.

Annexure  4 – SME’s in Germany, Facts and Figures for 2000

This document clearly shows the ‘spirit or enterprise’ which is the foundation of any economic activity in the world. How it needs to be nurtured and allowed to grow

Annexure  5 – Definition of SME’s in Europe, USA, Japan & Pakistan

This CD – ROM has captured, from the internet various websites which are relevant for our point of view of pushing manufacturing and other economic activity, in the areas of SME’s.

For manufacturing to flourish, we need a dynamic and pulsating environment, this can only be provided by the presence of SME’s.
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Please see the GDP of India as highlighted, by breaking up the Economy as

1. SME’s &

2. Large Units.
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Part 5.3 (Contd.)

Basic Policy changes

Policy Change No. 2.

· Simplify Employee(Labor) Laws for SME’s

· Rename ‘Labour Law’ to ‘Employee Law’

· Benchmark Indian Employee(Labor) Laws, with other Asian Developing Countries

· Allow Exit Policy in SME’s of up to 1000 employees

The all India Business Organizations, CII, FICCI, ASSOCHAM, as well as Chambers of Commerce, have written a number of reports on all the above subjects.

The present Matrix of employment in the Indian context is based on the following realistic facts and figures. It is only in this context can a realistic Employee (Labor) Policy evolve. 

The Policy has to be beneficial to all Indians and direct Indian Business to be able to compete with other Asian and other economies, who are presently taking away millions of Indian jobs, since we have not been able to formulate an employee Policy which will make India Competitive, in terms of Cost & Quality :-

· India has 1032 million people.

· 70% are less than 35 years of age.

· 27 million people are added every year.

· 18.5 million work with PSU’s, Central & State Governments.

· This 1.85% of the Indian population tends to “Drive” & “Dictate” Employee and Labour Policy with the Indian Union.

· Another 8 million work with the Organized Private Sector.

· There is very little scope for high employment generation in the above sectors, in view of the existing Employee Laws and a bloated work force.

· 40 million people are registered with the employment exchanges.

· Nearly 300 million are unemployed and waiting for jobs.

· The existing Employee Laws do not allow Indian business to employee the lowest cost and most efficient human capital which is available to it. This makes Indian Industry, Trading & Services uncompetitive as compared to other Asian Countries, and leads to high cost and Low Quality of Indian business, as compared to other destinations of the world, in spite of a large unemployed work-force available within the country

· 354 million work in agriculture, construction, cottage and village enterprises, self employed, tiny sector, and SME’s - small and medium enterprises. It is in this sector that a large number of jobs can be created, provided Indian Employee Laws are redefined and in-line with the ones in other Asian countries. All over the world this is the dynamic sector, where maximum number of jobs are created.

· The existing Employee Laws seem to protect only the 27 million people working in the organized Public & Private Sectors, even at a cost to the rest of the Nation of 1032 million people.
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Part 5.3 (Contd.)

Basic Policy changes

· Poverty line, as per GOI, is approximately Rs. 300 per month

· Minimum wages are Rs. 50 per day or Rs. 1250 per month

·  Poverty line as defined by World Bank is $1 per day or Rs. 1410 per month

· Average Indian earns about $440 per year or Rs. 1730 per month

· The existing Employee Laws protect employees who normally earn Rs.2,000 to Rs. 50,000 per month. Rights are ensured, but with out accountability and performance.

· Because of the above reasons, Indian Businesses are avoiding getting into manufacturing and services where a large number of employees are required and also avoiding using labour Intensive Technologies.

· This is very detrimental to India and the millions of unemployed Indians.

Policy change No. 3. 

Continuous dialogue & interaction with various trade, industry and SME organizations in Japan, Korea, Taiwan, Common Wealth countries, Europe, USA, Honk Kong & Singapore.

It is important to be in constant touch with corresponding organizations, in the above countries, for two main reasons.

1. Many manufacturing companies wish to relocate part or whole of their facilities to countries like India. We need to go to them, and not wait till they come to us.

2. Many manufacturing organizations wish to relocate, to survive in world markets, India is a good choice. We need to market India very aggressively.

3. The above countries represent nearly 70% of the world’s GDP

Policy Change No. 4.

Concentrate on Exports & World Markets

Here is a partial check list of do’s!

Export or perish should be our “Battle Cry”. India has only 0.63% of world trade (China +HK 6.0%), 1.3% of world buying power (China 3.2%), 0.38% of tourist arrivals (China 11.5%), 0.25% of world FDI (China 10.25%), but 17% of world’s human capital (China 21%). India has a large demand but very little buying power. 

Exports will push companies to Improve Quality, Reduce Cost & Improve Productivity. For example, the Software business and Diamond Cutting Industry has transformed India in many ways and will continue to do so in the future. This approach needs to be duplicated for many other spheres of the Indian Economy.
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Part 5.3 (Contd.)

Basic Policy changes

We are pleased to suggest the following for Indian Businesses in Industry, Trade or Services:

1. Learn the power and use of the Internet – as a source of Information. 

The use of the Internet for any business, in today’s Global environment, is a MUST. We can get a lot of information, free of cost provided we are good at using the World Wide Web. The payback would be many times greater. India is going for broadband, with nearly Rs. 50,000 cr. being invested. Internet telephony has started.
2. Each Industry Association - to have its own website.

If we want the rest of the world to know us, the cheapest and best method is to host a website, as soon as possible.

3. Each individual organization - to have its own website.

Every company is different in terms of product and service range, experience and other business aspects. Therefore the need of each member company to have its own site which should be linked to the site of the Association.

4. Exports are only effective - if the website & Marketing Literature is in international languages.

If Indian companies need to reach out to Japan, Korea, China and Europe, then the website and also the marketing brochures, must have an option to get the information, not only in English, but also in the language of the importing country. This has many advantages and very little cost.

5. Domestic Business can be enhanced - by using local Indian languages.

India is country with 21 cultures and as many languages. Only 6% of Indians understand English. We need to communicate in the language of our customers, Gujarati for Gujarat, Marathi for Maharastra etc. The advantages of this is obvious, as business gurus will confirm. 

6. Use of - International Standards.

The international standards are a wealth of information such as the German (DIN), British (BIS), Japanese (JIS), American (ASTM) and European (EURO-NORM). Each industry association must get for its members a copy of the relevant standards. There is free know-how available in these standards, provided we know how to read these standards and plan to achieve their quality levels. This will push us to higher quality, lower costs, higher market share and more business and profits.

7. Bench Mark - with the best companies of the world.

The Japanese have been doing this since the last 100 years, other countries have followed. The final gainer is only the organization which practices this policy. Gujarat Ambuja Cement is an excellent case study, to the Indian context. There are many such Indian companies which have gained by learning from their best companies in the world. Learning organizations will always be winners!
8. Indian State Capitals - need Convention Centers & Exhibition grounds of International quality.

Germany is a classic example of this. After the 2nd World War, Germany was devastated. Every large city has these facilities, which then becomes a meeting ground for local companies to exhibit their wares and services, for domestic and world markets. Singapore and Hong Kong are following this example for many years. The spin-off is multifold – business, M&A’s, tourism, joint ventures, etc. China is doing this in a very big way. 
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9. Subscribe for literature and journals - pertaining to your business.

A Learning Organization, is the only one, which will be able to tackle competition and grow with time and also remain profitable. Visit to trade fairs, seminars and workshops, is a prerequisite for organizations. Learning Organizations spend nearly 8.33% of their time, or nearly 1 month a year in training and re-training!

10. Learn - a foreign language.

Besides English, it is necessary for us to learn other foreign languages such as German, Spanish, Japanese, Arabic, Chinese, etc; especially the ones where we want to do our exports and also imports. It always helps.

11. Indian print media, for business, must be in International languages

Japanese, German, Arabic, French, Spanish, Portuguese, Russian & Italian are major languages of the world.

If the People’s daily, in China, can publish their International Edition in at least 4 to 6 international languages, why are our “Economic Times”, Financial Express”, etc not bringing out digital editions in a few important International languages, which would benefit, India’s trade with the major countries of the world?  How can we assume that everyone understands English, when even in India, the figure is hardly 5%! FICCI has just started their website in Japanese. We salute them, and hope others will follow and host other major languages of the world.

Policy Change No. 5.

Present Import duties too high 

This leads to a cascading effect of costs within the country. They need to be brought down to about 10% for raw materials and maximum 20% in case of finished products. The recent Kelkar Committee Report goes into details as to why this needs to be done and how it would benefit the cost of Indian products manufactured within the country.

Policy Change No. 6.

Simplification and reduction of indirect taxes

Various studies carried out by CII, FICCI as well as independent agencies such as McKinsey and Company, have shown that Indian manufactured products tend to be uncompetitive by 5% to 15% due to a cascading effect of various direct and indirect taxes within the country.

These need to be rationalized within all states and union territories of the Indian Union.

The plans to implement a uniform rate of VAT, is a move in the right direction.
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Constraint No. 1 

All-India Awareness-Program, to get “Bottom up” support about constraints to be overcome

Awareness about India’s present Economic Status, with respect to the rest of the world, and what needs to be done requires a lot of communication and understanding, by all the stake holders.

We have prepared a simple 28 page booklet, called, “Wake up Call for India”. Please see Annexure 2. The main theme of this booklet is to create awareness as to – 
How to make India a developed country by 2020?

= Good Governance + Effective Administration + 100% Literacy + Vocational Education & Training + Population & Health + SME’s + Exports + Tourism

We firmly believe that a National Communication, via Internet, written media, in all languages, as well as talk shows and interactive workshops are necessary to discus with all the stakeholders as to where are we, why are we there, and what needs to be done to achieve our goals and the aspirations of 1032 million people of India?

The following need to be contacted. Awareness will result in a fair amount of understanding of the present position of India vis-à-vis other developing nations on a Global context. The benefits to the concerned parties are planned to be as follows:-

1 Politicians (represented by the MP’s, MLA’s, Municipal Councilors) ……..more jobs for citizens, less unemployment, more popularity
2 Officials  (represented by the officials, up to the joint secretary level at the Central & State Government departments) ……….Hassle free work with minimum of paper work

3 Financial Institutions  (represented by the banks and other financial institutions in India, by their branch and departmental managers)….growth area in sound investments with reasonable payback. Inflow of FDI at lower rate of interest 
4 Entrepreneur (represented by the members of different business associations, CII, FICCI, ASSOCHAM, Chambers of commerce and other Industry and trade organizations) ……. profits, good growth, sound  business
5 Buyer of Goods, manufactured in India  (represented by the Manufacturing Associations in India and abroad)……..good price, speedy delivery and good quality 
6 Citizen of India  (represented by the media in India and abroad)…..growth of economy, improvement in all areas.
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Constraint No. 2 

Disinvest all the Public Sector organizations, in the field of Electrical Power, Coal, Oil & Gas, 

Power and energy cost is an important element in the total cost of Manufacturing. Presently the State Electricity Boards are loosing money to the tune of Rs.30,000 crores per year. There is a problem of theft of electricity, where by India looses about Rs. 20,000 to 25,000 crores per year.

The Government should not be in the business of running businesses.

India will benefit in many ways if the Central & State energy and manufacturing related activities are disinvested and privatized to a large number of players.

Presently there is very little transparency, accountability and most these organizations do not follow the highest standards of Corporate Governance.

In fact there are a number of such organizations which have not even presented their audited accounts for the last 5 years!

Cost of production will go down as these units are made more accountable. Efficiency will go up.

These changes will send out, the right signals to the investing public both in India as well as outside of India.

Only this can ensure better and higher flow of FDI. Out of the total FDI of about $1300 billion per year, India gets about $3.5 billion per year, about 0.4%, of the world FDI.

As mentioned earlier, the condition of the Central and State finances is poor. 

Because of their bloated human capital and inefficient operations, these Government bodies are forced to borrow from the market, at high rates of interest. The above will help prune down these costs as well as send out the right signals to all concerned.

Power cuts and unavailability of power cannot help the manufacturing and the other sectors, like trading and services, all of them are inter dependant on each other.

Uninterrupted power at international cost and quality are the first essential to world class manufacturing.
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Constraint No. 3

Disinvest all Public Sector organizations in the area of Airlines, Water Transport, Ports, Railways and Road Transport. 

India needs one of the lowest cost and quality infrastructure in the transport sector. This will be possible with intense competition as well as with privatization. 

There is a lot of scope of improvement in the productivity of existing infrastructure. Privatization of some ports has resulted in the improvement of productivity by 500%!

If ships can be turned around in Singapore and Jebil Ali in a few hours, there is no reason that they can not be also handled in the same way in Indian ports. Manufacturing in India is highly dependant on cost and quality of the transport infrastructure.

The Government should only be a facilitator, as it has already started in the building of the “Golden Quadrangle”. The job of the government is not to run these enterprises but only to initiate them, as in this case.

Constraint No. 4

Building World Class infrastructure for utilities, roads, sanitation, education, health sector, planning of metros to improve quality of life & environment  

The last 25 years experience of the developing countries, including India, has clearly shown that Government should concentrate in Governance, Administration and Infrastructure development. The rest is bound to follow automatically. Market forces will take care of the rest.

The planners at the Central Government and the ones at the State level need to make out a plan for the next 20 years and follow up the same, on a year to year basis.

Examples of Andhra Pradesh, Karnataka and recently carved out three new states of India are good examples for all to follow.
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Constraint No. 5

Promote SEZ’s the way they are promoted in the developing countries of the world, take the Best examples of the Asian & Middle East countries.

Exporters in India are like orphans. No body wants to be associated with them. Exporters in India have to be involved in activities which have no relevance to their competitiveness. The rest of the environment plays hide and seek in solving their problems on a day to day basis.

There is a crying need to set up world class SEZ’s in India. At least, 8 states of India have access to the coastline and sea in India. In the last two years there has been a lot of hype in India about them, but very little has happened on the ground.

It is impossible to convince the people of India that though we are one of the largest markets of the world, we have one of the lowest “Buying Power”, and therefore exports can ramp up the economy. Look at software exports and the diamond industry.

We need to put our house in order as soon as possible. The rest of the world is rather surprised at our complacency. Every day we waste we are making it more difficult for India to economically ‘conquer’ the world.

Why can not we have a “Dubai”, a “Singapore” and a “Hong Kong” on our coast line?

There is a big problem of mind set in India this needs to be changed ASAP!

Constraint No. 6

Promote Vocational Training & Education rather than only the conventional College Education as practiced in India today

1. India in 2002 – a very Young Nation, we want Action!

55% of Indians [550 million people] are below 30 years of age and 70% of Indians [700 million people] are below 35 years of age! India is a very young Nation. What sort of India are we leaving behind for them? 
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2. India’s Priority = Primary + Secondary Education + Vocational Education & Training 

While India needs IIT’s, IIM’s and Medical colleges, (we are fairly well organized for higher education, in fact we have too much of it) the real requirement is for Primary Education & Secondary Education and Vocational Education & Training. 100% of India’s population need basic or Primary + Secondary education while 90% need to get into some sort of Vocational Education & Training after high School. 

Everyone cannot become an Engineer, MBBS, MBA, Accountant or a Lawyer! The Founder Trustee of our foundation is from IIT and feels that for every one IIT India need’s 1000 or more Vocational Education & Training Centres!

3. Vocational Education & Training in Europe

University education does not necessarily prepare the youth for Life; also there is NO guarantee of a job after a university degree. It is for this reason that 80 to 90% of the youth, after the 10th, opt for Vocational Education & Training where they work part time [at minimum or lower wages], as apprentices, with Industry and Trade for 2 to 4 years and study simultaneously in a Vocational Education & Training Institute, for learning the theory and acquiring the relevant knowledge and theory. 

This way, the business and trade get low cost manpower for 2 to 4 years, while the youth are learning a new trade, both on-the-job as well theory in the Vocational Education & Training Institute. This combination results in World Class skilled youth. There are 2500 trade options in Europe. These Vocations cover the Manufacturing, Service and Trading Sectors, including Agriculture as well as the New Economy.

4. Vocational Education & Training – Advantage India!

If India could impart Vocational Education & Training, rather than only the conventional college education, it would benefit all and have the following additional advantages for the Nation:

1. Prepare the youth for a vocation of their choice.

2. Build up a formidable Work-Force of International Quality, which would have demand not only in India but in all countries of our Planet. In India only IT training is world class. See how it has and will transform India in the future. (We also produce World Class Engineers, Doctors, Accountants, etc.) In the manufacturing and service sectors there are hundreds of skills and vocations for which there is a world wide shortage. For example, TV, electrical appliance repair & service. Automobile & Motorcycle repair & service. Foreign language skills. Medical and Health services. Hospitality, Tourism, Retailing, Construction, Telecommunications, Electronics, Agriculture, General Engineering, Teaching, etc. The list is very large.

3. For India we need millions of trained people in the area of services for Agriculture, Floriculture, Horticulture, Sericulture, Fishery, Health Care, Tourism, Trading, Services, Business and hundreds of skills for the Manufacturing Sector. We do not see World Class Vocational Education & Training infrastructure, even after 55 years of India’s independence.

4. Reduce Unemployment by supplying world-class skilled people required by the Nation and for rest of the World!
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5. Reduce Cost & Improve Productivity of Trading, Services and Manufacture by providing skilled Man Power. Run the country with a higher efficiency, lesser wastage and lower cost of operation.

5. Wastage of scarce resources – The scramble to study 10+2, BA, B.Com or BSc,  –  is it worth it?

In India the scramble for College and University education is a disaster for all concerned. It seems, we are preparing the youth to become “Babus”. The country does not only require “Babus”; in fact we have too many of them! 

We require an entire spectrum of skilled man power. What is the relevance of a BA, BCom or BSc or even a MA, MCom or MSc degree in today’s complex economy? Probably very little, since it may be required for hardly 3% of India’s population, or about 30 million people per year at the most, at this stage.

We are stretching the existing higher educational facilities to a breaking point. The Faculty and infrastructure is not able to cope at the increasing number of students, after they have completed their high school education. Like “Zombies” every one wants to join some college or the other with out a road map or plan about their future. It’s a National Tragedy of sorts!

6. Government + Industry + Trade + Services + Educational Institutions - need to work together

You may like to take up this matter of Vocational Education & Training with all the State Authorities, the Ministry of HRD and Education in New Delhi, and all the Chambers of Commerce in India as well as the All India Business Associations such as CII, FICCI & ASSOCHAM.

7. Our contribution
We are working with one of the oldest, largest and prestigious Institution in the UK and can offer Vocational Education and Training (VET) Programs, with content and certification. We are offering 600 courses in 22 major fields from an educational NGO, City & Guilds, C&G, which is more than 124 years old, operating in more than 103 countries and certifying more than 1 million certifications per year. 

Constraint No. 7

Reduce Government expenditure & borrowings. Reduce interest rates closer to International levels of developing countries.

The government is the largest borrower of funds in India. Because of its bloated officialdom and inefficient administration, the Central and State Governments in India have huge deficits, due to which, the interest rates in India are high. These need immediate attention. A lot of reports from RBI, CII, FICCI and McKinsey are available to state the above problems and methods to address them. 
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Constraint No. 8

Concentrate on 100% Primary Literacy

Various studies around the world have shown a direct relationship of a Nation’s development, including family planning and the level of Literacy. India’s literacy level is around 55 to 60%. With 100% literacy the GDP would go up by 2-3%, as it has a trigger effect on secondary, higher and vocational forms of education. The present Government’s definition is based on whether you can write your name! 

The International definition of the 3R’s is quite different. There is therefore doubt about the actual level of Literacy in India and vital to improve it as soon as possible. The present methods being used would take India about 30 years to achieve this goal. One of the main reasons for China’s development is a strong priority for 100% literacy. Nearly 92.5% of Chinese are literate. 

Nearly 70% of Indians live in villages and semi urban areas, where the literacy is the lowest. It is impossible to even imagine that India can prosper, when nearly 600 million people cannot read and write. 

We are working with a TCS developed product, which can enable people to read & write within 60 hours! Presently only Hindi, Marathi, Tamil & Telegu are available. Work is going on in the other eight languages.

It is necessary to improve this on a war footing, so that in 10 years time, we can boast of at least 90% literacy levels. This will help in all areas, eg, family planning, better productivity in agriculture, services, manufacture, village arts and crafts, tourism, health and environment. 
Constraints No.  9

Sick units must be allowed to restructure, as soon as possible

In India sick units cannot be restructured quickly enough. It can take anything from 3 to 10 years for restructuring. This is a big cost to the Nation.

For various business reasons many times organizations become unviable and not profitable to run. This happens all the time and in all countries of the world.

In such a situation organizations must be restructured within a few months and not in 3 to 10 years time. When this happens the plant and machinery becomes unusable and is permanently damaged with time, the cost of restoration goes up. At the same time the financial liabilities, like interest and depreciation also go up every quarter.

Due to undue delay, good employees leave, customers find other suppliers, vendors re-plan supplies to other parties, current assets loose value, receivables become questionable and the sickness accelerates like cancer with long delays.
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The more the delay, the more the loss to the original owners, new owners and the Nation.

Sick units must be handled very quickly and swiftly. Implementation by customs, excise, Income tax, sales tax and financial institutions must be made quickly. Experience has shown that with delays, everyone looses. 

Part 6.0

Global Competitiveness & Impact on Future Economy

· It is estimated that if all the above measures are taken, India could be riding on a GDP growth rate of 8% to 10% per year.

· India’s Global competitiveness would also grow by 100% within 10 years time.

· Unemployment figures would drop dramatically, since nearly 100 million jobs would be created within the next 10 years time.

· The effect of the above measures would have a positive impact also on the other sectors of the Indian Economy, such as Trading, Services, Exports & Tourism.

· There would be all round improvement of the existing economic and social parameters of the economy, since we are also addressing basic issues like 100% primary literacy and vocational education and training.

· The above measures would form the bed-rock of the 2nd Generation Reforms.

