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Will NIMZs boost industrial growth?
Most agree NIMZs are a good idea, but land acquisition can just as easily derail them as happened with SEZs. The fact that
there is no legal assurance for flexibility in labour laws is also worrying—in the case of SEZs, despite this, a MAT got levied
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chieving the highly
laudable twin objectives of the New
Manufacturing Policy
(NMP), namely stepping up the share of manufacturing
in GDP from 16 % to 25 % and creating 100 million new jobs within a
decade, seems a tall order. Quadrupling of manufacturing output and a
six-fold increase in employment
would need many more policy interventions and programmes than the
mere setting up of dozen or so industrial zones or townships, the singular operative component of NMP.
The need of the hour is to devise a
National Manufacturing Plan cutting across all ministries and states,
and its vigorous implementation.
Undoubtedly,theincentivestalked
of inNMPwouldsoonbenotified,and
action initiated to identify and set up
the National Investment and Manufacturing Zones (NIMZs). But this
would be inadequate to get anywhere
near the policy goals. To make the
growth process inclusive, industrialisation has to be less regionally
skewed and the benefits of liberalisation made to flow downwards at a
much faster pace. The facilities
promised for acquisition of green
technologies—including the patented ones by SMEs, relief in capital
gains tax for investing in start-ups,
and favourable treatment to venture
capital funds focusing on manufacturing—should all be offered to investors outside the NIMZs. Probably
themoneyspentthisway—infact,only the loss of prospective revenue—
might be more effective in creating
job opportunities in rural areas and
small towns than the money spent
through MGNREGA and other national rural-social schemes.
Inanycase,itisnotgoingtobeeasy
under the proposed land acquisition
law to acquire land for large-sized
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A 6-FOLD HIKE IN JOBS
AND QUADRUPLING
MANUFACTURING OUTPUT
NEEDS MUCH MORE THAN
JUST SETTING UP OF A FEW
NIMZs. THERE ARE SERIOUS
TAX AND LAND ACQUISITION
ISSUES AS WELL

THE POLICY ADDRESSES
CRITICAL ISSUES OF
REGULATION, LABOUR
LAWS, SKILL PROVISION
AND, MOST IMPORTANTLY,
INFRASTRUCTURE. THE
KEY NOW LIES IN THE
IMPLEMENTATION
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industrialzones.Otherthanforinfrastructural projects, acquiring land
throughtheuseof eminentdomainof
the state is not conceived in the Bill
currently before the Parliament. The
still vague concept of smart cities in
the Delhi Mumbai Industrial Corridor is also likely to be hit by the
changes in law.
Moreimportantly,utmostcarehas
to be taken to ensure that NIMZs do
not go the SEZ way. There is no need
to sanction hundreds of them and
dilute their utilitarian value. The
incentives promised to investors in
NIMZs should not be nullified later
on as has been done in SEZs through
the imposition of MAT, equal in impact to the promised income tax relief. NIMZs are being proposed without any legal backup, and investors
are not going to be excited about the
promised concessions, given the de-

velopments in SEZs that had the SEZ
Act of 2005 to support.
The experience of investment
zones of China seems to be the inspiration for us. Besides world-class
physical and business infrastructure, the Chinese state took care of
transportation needs, abundant and
subsidised electricity, and also facilitated tapping at will for both skilled
and unskilled workforce. A hireand-fire labour policy, the artificial
pegging down of the renminbi,
and an all-pervasive ‘export culture’
ensured global competitiveness
and markets for the manufactured
products of these zones. Our NMP
would need to incorporate many
such experiences to make the NIMZs
equally successful.
The author is former secretary, Union
Ministry of Commerce and Industry

R

ecently,wecommemoratedtwodecadesof oureconomic reforms launched
in1991.Butthesereforms
bypassed our manufacturing sector, with its share remainingat15%of India’sGDPoverthelast
twodecades.Therecentlyannounced
NMP is indeed a milestone in India’s
journey of reforms. After the announcement, domestic and foreign
investors have shown a lot interest in
understanding it in greater detail.
The policy has addressed critical
issues of the regulatory environment, financing for SMEs, technology, skill development and, most importantly, infrastructure for India’s
manufacturing sector. The policy is
different in the sense that it has tried
to focus on achievable and specific
instruments rather than a general
statement of intentions.

India and Europe:
drivers of the new paradigm
ALOK SHEEL
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ccommodation does not mean marginalisation. It is another word for partnership. There are a number of synergistic areas where India and Europe can
benefitfromadeeperpartnership.Europecontinues to be a dominant presence in the world
today, and its influence is generally for the
greatergood.Indeed,giventhecommonvision
of the future, it is in India’s strategic interest
that Europe continues to play an important
and guiding role in global governance to
counter depredatory hegemons and competing, and may I add not so progressive and even
backward-looking, visions of the future that
have embraced the defunct Westphalian concept of the nation state. Ironically, the latter is
being discarded by Europe itself in pursuit of
higher levels of integration consistent and
commensurate with globalising forces.
Trade and investment links are already
strong and growing, and these can certainly be
strengthened. In particular, India has much to
learn from Europe in the area of soft or social
infrastructure, such as education and improving human resources, including universal and
inclusiveeducation,developingsocialsecurity
nets and universal healthcare. There is also
much that India could learn from Europe’s experienceindevelopingmoderninfrastructure,
and managing densely populated urban
sprawlsinparticular.Innovationandtechnology, particularly high-end green technologies,
are a critical forward-looking area for cooperation.ThereisnoquestionthatIndiawouldneed
tobecomeaglobalnodeof research,innovation
and technology development in its own right
for its role in institutions of global governance
tobecommensuratewithitseconomicsize.
Intensifyingeconomicco-operationhasthe
potential for win-win outcomes, since Europe
has to find a way to get back to a higher growth
trajectory in view of rising expenditure on
welfare spending, and rapidly expanding public debt. The European experience indicates
that while economies could put in place
elaborate social protection and entitlement
schemes while they were young and growing
fast,thesebecameincreasinglyunsustainable
as economies aged and growth slowed. Social
compacts are however difficult to unwind
politically. Emerging market economies like
India notonlyneedtobemindfulof thisdilemma as they put social protection and entitlementschemesinplace,butalsolooktoEurope
for guidance as it transforms its unsustainable welfare state into something that slowgrowing ageing societies can sustain.
As a federal state, India has much to learn

Choices about how to combine
decentralised loyalties &
management of state systems
within larger economic national
& supra-national groupings are
areas where Europe & India could
learn much from each other &
also teach much of the world
fromtheEuropeanUnionindemocraticgovernance and macro-economic management. Democratic governance in Europe involved the
abolitionof localfeudalfiefdomsthatexercised
severalfunctionsof thestatethroughaprocess
initiallyof centralisationbyabsolutistmonarchies acting through modern bureaucracies,
subsequent limits on absolute power through
elected Parliaments, and finally decentralisationof democraticpowertoelectedlocalbodies
for effective self-governance. India is a diverse
country at different stages of political evolution,andlocalautonomiescontinuetoexercise
great local influence and exercise state functionsinsomepartsof thecountry,evenasother
parts of the country are ready for democratic
decentralisation. The European experience
cautions us that local autonomies need to be
first broken through a process of centralisation, before democratic decentralisation is attemptedlestlocalself-governmentinstitutions
arecapturedbyextantlocalpowerelites.

Intheareaof macroeconomicmanagement,
India watches keenly the manner in which
Europe handles the tensions arising from financial intermediation, and the unstable combination of monetary union and fiscal independence of nation states at vastly differing
levels of productivity and development. Like
the European Union, the Indian Union is also
based, inter alia, on the principle of a common
currencyandfiscalfederalismwithunderlying
andgrowingdevelopmentalasymmetries.The
crisis in southern Europe is perhaps an opportunity to evaluate how the Indian system of
imposing hard budget constraints on state
governments compares with the European
model of fiscal forbearance, and whether it is
time to move beyond both. Europe gave to the
world, including India, the overarching
Westphalian notion of the inviolable sovereignty of the nation state, and within it parliamentary democracy, and the great secular religion of our time, namely nationalism. As the
worldgetsmoreandmoreintegrated,itisagain
Europewhichisgivingusaglimpseof whatlies
beyond the nation state and nationalism.
Indeed, choices about how to combine decentralisedloyaltiesandmanagementof statesystems within larger economic national and
supra-national groupings are areas where
both Europe and India could learn much from
eachotherandalsoteachmuchof theworld.
These are only illustrative examples of areas of cooperation and partnership between
EuropeandIndia. Therewouldbeseveralother areas, considering that they are at different
but complementary stages of the demographic cycle, and that most Indians see in Europe
the vision of its own future as presciently
pointed out by the great European thinker,
Karl Marx, a century and a half ago.
As India endeavours to establish itself as a
new, sustainable node of growth in the postcrisis world, and as a rising power, it has much
to learn and gain from its relationship with
Europe. Europe and India share a common
passionforeconomicfreedom,humandignity
and democratic ideals with similar visions of
the future that place man and human perfectibility centrestage. There is, therefore,
greatscopeforanexpandedpartnershipatthe
level of government, in civil society and in
multilateral fora such as the G20, WTO, UNFCCC, and the UN Security Council, to jointly
take responsibility for global outcomes. The
urgency for an expanded and closer dialogue
and cooperation between Europe and India on
a new footing is manifest and self-evident.
This concludes a two-part series.
The author is a civil servant.
Views are personal

The main instrument of this policy would be the creation of NIMZs.
These zones would be self-governed
and would meet the needs of urbanisation and industrialisation. Worldwide, economic growth has been driven for the last two centuries in many
countries through creating such
growth centres and hubs. The policy
hasputtoresttheapprehensionof investors that it would discriminate
against units outside the NIMZs.
Unlike the SEZ policy, NMP neither
provides any separate fiscal incentive for locating units in NIMZs nor
envisages the setting up of hundreds
of NIMZs in the next ten years.
The policy has tried to address the
major concern of availability of finance for our SME sector, which contributes almost 45% to India’s manufacturing output. The policy has
suggested a number of proposals for

improving access to finance for
SMEs. One of the important factors
behind China’s success in manufacturing has been that its financial environment has ensured funding is
easily accessible to manufacturers,
even for relatively risky ventures.
The proposal to provide relief from
long-termcapitalgainstaxtoindividuals on sale of residential property
and on reinvesting in the equity of a
SME company will unleash the
potent capital available with a large
number of SMEs. Other proposals,
like tax pass-through status for venture capital funds with a focus on
SMEs in the manufacturing sector,
willcertainlyincentivisesmallentrepreneurs to come forward with new
ventures that could lead to industrial
transformation in the country.
Another major reform introduced
by NMP is an insurance instrument
for labour dues at the time of exit,
which could free manufacturers’
assets of labour encumbrances so as
to be reallocated speedily. Further,
NMP has suggested the rationalisation and simplification of procedures at the NIMZ level. This would
certainly ensure that the time taken
to set up business in these zones is far
less than in areas outside the zones.
Also, the consolidation of returns
and forms would ensure a single window for the units in zones.
Today,Indiaisrankedpoorly,at132
out of 183 countries, in the World
Bank’sDoingBusiness2012rankings.
We are behind countries like Vietnam, Pakistan, Nepal and Sri Lanka.
India’s attempt to accelerate growth
and raise manufacturing’s share in
GDP to 25% by 2022 is laudable. The
key to NMP would be implementation and here the states need to come
forwardtoencouragemanufacturing
and thereby create employment.
The author is president, Ficci
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They are the 5%
Corporate wealth is becoming more evenly spread
WRITING in Das Kapital in 1867,
Karl Marx observed that in the capitalist
system competition "ends in the ruin of
many small capitalists, whose capitals
partly pass into the hands of their
conquerors". This way, he posited, capital
would become increasingly concentrated
in the hands of a few. Out of the 6,000 or so
companies whose primary listing is on an
American stock exchange, the top 5%
accounted for 70% ($10.6 trillion) of the
market value and 90% ($765 billion) of the
total profit in 2010. In 2000, the profit from
the top 5% of companies was greater than
100%, offsetting the huge losses by the

bottom 50%. The figures are remarkably
similar for listed companies in Western
Europe. Confounding the view of the
Occupy protests taking place across the
globe that the world is run by increasingly
rapacious corporations, those proportions
have declined since 2000 (the earliest year
for which robust data are available). At the
very top, the largest 1% of listed
companies in America and Western
Europe accounted for 53% and 48% of
market value in 2000. In 2010, those
proportions had declined to 40% and
28% respectively.
The Economist

