While India is the second-largest mobile phone maker, its manufacturing mightis limited to a few sectors. The fourth part of the series assesses what it
will take to encourage domestic manufacturing, while also being an alternative to China

India’s manufacturing reality: Anincomplete story
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Toboost domestic factory
production and capitalise onthe
global “China Plus One” strategy,
which encourages multinational
companiestoreducereliance on
China, Indianeedsaconducive
ecosystem for manufacturing.
However, instead of becominga
hub of production and integrating
with the global supply chain, the
contribution of manufacturingto
theIndian economy hasbeen
declining, despiteinitiatives like
the National Manufacturing
Policy (NMP) and Make in India.

Aslow progress, though,
isbeingmadeinselect
commodities, such astelecom
handsets, in reducingimports
and increasingexports.

Though the NMPwas
introduced in2011 by the United
Progressive Alliance (UPA), there
were several earlier measures that
aimed toboost manufacturing.
Forinstance, the National Strategy
for Manufacturing (2006) targeted
raisingthe share of manufacturing
inthe gross domestic product
(GDP), adopting best practices
and production techniques,
committing toskill development
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and knowledge policiesand special
enhancement, and economiczones
increasing investment (SEZs),eventhough
inresearchand SEZsencompassboth
d;velo;;me{lt CgR&D). servic?s and
Thispolicyledto manufacturing. In
the creation of fact, services exports
the National : I N D I A have outperformed
Manufacturing manufacturingin
Competitiveness STO RY these zones. For
Council. instance, services
Attemptswere also MANUFACTURING exportsthrough SEZs
madetoincrease were over S0 per cent

higher, at $25.4 billion, compared
to $16.5billion for manufacturing

merchandise exports through
various export-import (Exim)

duringthe first quarter of the
current financial year.

The Makein Indiainitiative,
launched by Prime Minister
Narendra Modiin September
2014, aimed to transform India
intoaglobal design and
manufacturing hub. Its core
objectives wereto facilitate
investment, encourage
innovation, and develop world-
classinfrastructure.

Theinitiative, covering
14 manufacturingand 12
servicessectors, issupported
by major programmeslike the
Production-Linked Incentive (PLI)
scheme, PM GatiShakti, the
National Logistics Policy, and tax
reformssuch asthe goodsand
servicestax (GST).

The NMPhad setatargetto
raise the share of manufacturing
to25 per centby 2022. Theinitial
deliberations on Make in India
alsospoke of thistarget,
though the policy did not
specify a percentage.

However, thisshare has
beendeclining over the past14
years. Similarly, the compound
annual growth rate (CAGR) of
manufacturing hasbeen falling
duringthis period, even though
the GDP’s CAGR hasrisenin
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the past four years compared
toearlier periodssincethe turn
ofthe century.

Volume growthin
manufacturing hasalso
been below theindex of
industrial production (ITP)
over the past nine years.

When asked about thistrend,
former chiefstatistician Pronab
Sen pointsout that the non-

corporate or micro, small, and
medium enterprises (MSME)
segments of manufacturing
areunder stress.

“Theywere badly hit by
lockdowns during Covid and
arestilltorecover fully,” he says.

Senexplainsthat, byand
large, manufacturing hasalso
beenimpacted by changesin
incomedistribution.

“Theincome of the lower
middle class has grown at aslow
pace, which has affected
manufacturing,” hesays. “The
lower middle class consumesa
higher proportion of
manufactured goodsthan
services, whileitisthe reverse for
the upper classes. This reflects
changesinincomedistribution
overthe pastdecade.” Turn to Page 4>




Shah, Naidu, other NDA leaders
meet at Nadda's residence
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Leaders of the National
Democratic Alliance (NDA) met
at BJP president J P Nadda’s
: Delhi residence on Wednesday
i onthebirth centenary of former
prime minister Atal Bihari
Vajpayee.

Union Home Minister Amit
Shah, Telugu Desam Party
: (TDP) president and Andhra
{ Pradesh  Chief  Minister
i Chandrababu Naidu, JD-U
i leader and Union minister Rajiv
i Ranjan Singh, Apna Dal (S) pres-
i ident and Union minister
¢ Anupriya Patel, as well as JD (S)
i leader and Union minister H D

Kumaraswamy, were present at
the meeting.

Bihar’s Hindustani Awam
Morcha (S) leader Jitan Ram
Manjhi, Rashtriya Lok Morcha
(RLM) president Upendra
Kushwaha, a Rajya Sabha MP,
and Thushar Vellappally, pres-
ident of Bharath Dharma Jana
Sena, were also present at the
meeting. Though there was no
official word on the agenda of
the meeting, sources said good
governance and political issues
were discussed.

UP’s NISHAD Party chief
Sanjay Nishad said it was an
“informal" meeting of the NDA
leaders on the occasion of the
birth centenary of Vajpayee.




