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When Indian PM meets
US President...
The participants of the U.S.
India dialogue must realise
when their talks ease out
about trade, business,
innovation, and defense
strategy, its actually the
people gets affected - their
jobs, medicines, food, land,
water, air and lives - gets
affected.
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'Manufacturing' - India's
(ad/disad)vantage points

Cost competitive India
offers manufacturers across
the globe access to not only
a substantial population of
unskilled workers, but also
a rich talent pool of
English-speaking scientists,
researchers, and engineers
capable of lending cost-
effective research and
development support to
manufacturing operations.
Only a (not )few to suffer?
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CED&L's STUDENTS TO
INFLUENCE POLICY DESIGN (SEE PAGE 2)

According to Deloitte’s Global

Manufacturing Competitiveness Index,

India is currently the fourth most

competitive manufacturing destination

worldwide and is forecast to become

second only to China by 201 8. Although

the country’s poor infrastructure and

complex regulatory environment have

hindered manufacturing sector growth

in recent years, with the new

government with absolute power in

control, India wil l soon be poised to

undermine China’s manufacturing edge

through the introduction of policy and

labor reforms, investment incentives,

and improvements to the country’s

outdated transportation and power

supply networks. They call it an

Indian Advantage: keeping aside

infrastructual and regulatory obstacles,

India features nearly al l of the key

ingredients necessary to transform its

economy into a manufacturing

juggernaut: a demographic dividend,

attractive domestic market, comparative

advantage in shipping and labor costs,

an inexpensive currency relative to the

dollar, and low political risk. Accounting

for 1 5 percent of India’s total GDP, the

manufacturing sector has grown

steadily in recent years as rising costs

in China and elsewhere have led

foreign firms to seek out alternative

locations for manufacturing and

sourcing operations.

As the BJP mulls an overhaul of India’s

antiquated labor laws and the

introduction of Chineese style

manufacturing incentives to the

country’s FY201 5 budget, India’s

competitiveness as a manufacturing

and sourcing jurisdiction is set to

increase substantial ly in the near to

medium-term. But inexplicably there is

another-side of this story. (cont. .at page 4)
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THE 'INDIAN ADVANTAGE' AND
THE INDIAN's DISADVANTAGE

A next generation dream - image courtesy http: //www.partyforfreedom.com.au/
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Recently amoung the
diplomats, strategic thinkers
and the popular media there is
much rhetoric about the Modi -
Obama meet scheduled for
September last week. Its
expected that when Prime
Minister Modi and President
Obama meet in September,
they will have a crowded and
diverse agenda. It would be
more bilateral than ever before
- Issues are streamlining with
focus on accelerating economic
growth, bolstering defence
corporation and the regional
issues like current
developments in Afghanistan,
Syria and Iraq. The White
House said "the two leaders
will discuss a range of issues of
mutual interest in order to
expand and deepen the US-
India strategic partnership"

While the economic
relationship has seen
impressive growth over the last
10 years, the Indian barriers to
trade and investment,
including lack of intellectual
property protection and
enforcement and U.S. policy,
such as limits on access to
work visas affects the economic
ties - says Joshua Meltzer for
Brookings. While in 2013 U.S.
exports to India were
$35.7billion and imports were
$61billion, producing a
bilateral trade deficit of
$25.4billion to U.S., the
progress may stumble because
India is not a party to the large
regional trade negotiations
involving the U.S., namely the
Trans-Pacific Partnership (TPP)
and the Trade in Services
Agreement (TiSA). India, in
turn, is negotiating the
Regional Comprehensive
Economic Partnership
Agreement—the ASEAN+6
agreement—which does not
include the U.S. Further there

is general notion that the India-
U.S. relationship is full of crises
recently pretaing to India’s
blocking of the World Trade
Organization (WTO) trade
facilitation agreement, U.S.
Trade Representative’s bargain
on intellectual property rights
backed by western
pharmaseutical companies,
disdianful U.S. coziness with
Pakisthan and thw withdrawal
of troops from Afganisthan and
the spoilt diplomatic decorum.
Civil Nuclear deal and FDI in
Indian retail sector are also
areas of concern.

On the other hand oppurtunites
for co-operations seems to be a
never ending list with fields
ranging from economics to
energy, climate change to
cyber-governance,
counterterrorism to
counterproliferation, defense to
development, health to higher
education, and immigration to
the international order. But this
will require action on both
sides, it calls for compromises,
as well as patience and
understanding of the other
side’s needs and constraints.
So where do the will and scope
for settling matters can come
from? This can only come from
the relevation that when two
diplomats or envoys meet,

its not just two governments
meeting nor two nations meet -
rather it is meeting of millions
and billions of people whom

they are representing.

It must be their progress,
multifaceted development, and
meeting up with their socio-
economic and political
aspirations, the prime aim of
the summit. As Thanvi Madan
opines the whole-of-
government approach to
summit and dialogue, should

give way to a whole-of-country
approach, involving federal and
state governments, politicians,
business, think tanks, the
media, and the public.

The most important
prerequisite for the successful
conclusion of diplomatic
discussions between major
nation-states, is the
government’s ability to garner
sufficient political support at
the right point in time. This is
what exactly lacking in
American-Indian relationship.
There have been also some
reasons for this - first the
political leaderships don’t
sufficiently explain the value of
the relationship, second while
historical baggage, stereotypes
and assumptions abound, there
is not enough knowledge about
the other country—including
the constraints, complexities,
constituencies, and the actors
and processes involved, and
thirdly each country has a
vibrant free press, which often
focuses on the relationship only
in tense times.

Therefore governments should
try to educate both its own
bureaucracy and public. To the
extent possible, the
governments should also deal
with differences
privately—when they play out
publicly, they tend to elicit a
counterproductive reaction.
Setting a multi-year plan based
on knowledge, expertise, and
advance consultation can do
better for the relationship
benefits. And most importantly
the participants of the dialogue
must realise when the talks
ease out about trade, business,
innovation, and defense
strategy, its actually the people
gets affected - their jobs,
medicines, food, land, water,
air and lives - gets affected.

When Modi meets Obama, IT NEEDS TO
BE A MEETING OF TWO DEMOCRACIES
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CED&L CALLS FOR INNOVATIVE IDEAS FROM
STUDENTS FOR POLICY INFLUENCE



Creating manufacturing havens,
who needs to be cautious? (continued from page 1)

To the future appeal of India’s
manufacturing sector to foreign
investors, the government of
India has already started looking
at two key reform proposals -
labour and taxation reforms.
While the later one affects
indirectly the life of common man
in the State, the labour reforms
will have the potential to be
directly detrimental to interests
of majority of Indians. At the
current growth rate, the
McKinsey Global Institute
projects that by 2025, the
manufacturing sector will
account for 25-30 percent of the
country’s overall GDP, and
generate up to 90 million new
domestic jobs.

Presently, India’s labor costs
consistently rank among the
lowest worldwide and are often
cited as the country’s principal
advantage as a manufacturing
base. According to the Bureau of
Labor Statistics, average labor
compensation (including pay,
benefits, social insurance, and
taxes) in India’s organized
manufacturing sector have only
increased marginally in recent
years, from US$0.68 per hour in
1999 to around US$1.50 per hour
today, and from US$0.53 to
US$1.00 among production
workers over the same period.
When compared with an average
compensation of US$3.00 per
hour in China’s manufacturing
sector (a 20 percent year-on-year
increase fueled by an annual 13
percent rise in China’s minimum
wage), India’s labor cost
advantage places the country in

more direct competition with
emerging manufacturing
jurisdictions such as the
Philippines and Vietnam over
now-declining China, Thailand,
and Malaysia.

When global market propellers
say this as an added advantage,
on the other side, many Indian
Employees feel like slaves
trapped in a cycle of long work
hours, battling with the high cost
of living and daily reality of
foreign workers putting pressure
on wages and conditions. In many
ways, the old paradigm of big
business and ugly government
trampling on workers has
returned. For most workers/
employees in India there is no
alternative to long hours due to
the high cost of living including
overinflated property prices and
rentals due to high levels of inter-
state migrations.

It is nothing but an apparent
nightmare to happen soon that an
adoption of business friendly
labour law reforms are not going
to improve the conditions further
a bit; at one hand there is a high
pressure on the government to
absorb the demographic dividend
(nearly 12 million manufacturing
job needs to created per year) and
on the other hand existing labour
laws for the welfare of workers
continue to drive up costs for
midsized firms and typically lead
to the hiring of workers. It must
be noted that these midsized
firms are then again Indian
enterprises competing with their
big gaint foreign players.
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Development and Law
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(CED&L) is an inter-
disciplinary centre
established under
Government Law College,
Thrissur, Kerala. The
proposed centre envisages
to be a platform for
academic discussion and as
a creative think-tank for
studying, analysing and
interpreting various socio-
economic and legal issues.
This forum intends to
generate perceptual
framework to explore and
understand social issues
and events, thereby
enabling the people and
institutions to create best
possible models in policy
making and legal practices.
Students, academicians,
jurists, journalists,
politicians and anyone who
wishes to offer his/her
creative and intellectual
input are invited to be part
of the forum. CED&L

welcomes your reviews,

thoughts and suggestions on

our honest efforts to bring you

the latest news on international

affairs. Kindly mail us on

newsletter.cedl@gmail .com
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