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Mission Make-in-India has been promoted as a panacea for all the ills of the manufacturing sector of Indian economy. This paper is an
attempt to understand 'Make-in-India,’ distinguish it from 'made-in-India’, explore its relevance in the current context of India, explore the
sectors that can make a difference through the mission and explore the managerial challenges of making the mission a reality.
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Preamble:

In the post-2014 context of India, 'Make-in-India' (Mll) has
emerged as a mission or buzzword synonymous with the
initiatives of making India a manufacturing hub, of enhancing
the share of the Indian manufacturing sector in the GDP of the
economy, of increased employment opportunities to teeming
millions of Indian youths and many more. This paper is an
attempt to unravel the meaning and relevance of the phrase, to
explore its difference vis-a-vis the earlier initiatives of export
promotion and import substitution, to explore its relevance in
the context of India's current stage of economic development,
and to assess the managerial challenges of achieving the goals
envisaged through the 'Make-in-India' mission.

Meaning and Relevance of MIl:

The concept of import substitution envisaged making of
products for domestic consumption using domestic resources
thereby conserving the precious foreign exchange. The concept
of export promotion envisaged use of domestic resources to
make products of demand in the external markets so that the
country is able to earn foreign exchange. Both the concepts
envisaged better utilization of domestic resources on one side;
the former envisaged conservation of the foreign exchange
while the latter envisaged earning of the foreign exchange'.
Both concepts envisaged making goods domestically - made-in-

India. The higher the indigenous content in the product, the
more made-in-India it would be. In the MIl concept, place of
manufacture or the percentage quantum of indigenous content
is not the prime factor of significance. The prime factor of
significance is the percentage value addition within the country.

“... When Apple started selling smart-phones for 5300, China's
share from assembly was just S7. Apple got 5150 of the value
through innovation, marketing and profits. The remaining value
was split among component suppliers, transporters and other

”2

minor partners.

The essential difference is the focus being given to value-
addition or value-capture happening within the country. In the
above example, the smart-phone may be manufactured in
China; but significant share of the value-addition is grabbed by
Apple, a US firm making Apple a make-in-USA story. Micromax,
Karbon and Lava are Indian smart-phone firms trying to
replicate the Apple strategy. Micromax has already replaced
Samsung as the largest seller of smart-phones in India. The
phones are manufactured in China, but they are conceptualized
and designed in India and the major portion of the value-
capturealsoistaking placein India.

The significant value-capture happens through innovationsin
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technology, innovations in product-design and innovative
marketing. In the battle for value-capture the competitive asset
that comes into play is the capability for innovation. This
phenomenon is quite in sync with Porters theory on the stages
of economic development’. When an economy shows signs of
the innovation-driven stage of development, its capability for
innovations should be high and at this stage the economy and
the firms within it would be competent to achieve significant
value-capture. India and its firms now need to stretch wings in
this direction.

What happens to the firms in an economy that has not reached
the innovation-driven stage of economic development? What
happened to China in the case of Apple smart-phones cited
earlier? Since China was not competent or equipped to
compete with Apple in the business of smart-phones, for the
present it needed to be satisfied with huge volumes of business
it got from Apple even though the per unit value-addition was
meager. At this stage it competence was in manufacturing the
product at a low cost. May be over the years it would acquire
competence to grab higher percent of value-addition; at that
time it would gradually move up the value chain. What
happened to Maruti Udyog Ltd (MUL) when Suzuki Motor
Company collaborated with it for the first time? In the early
1980s, when Suzuki collaborated with MUL, MUL was in no
position to grab any value out of the final product being churned
out. Most of the components were imported and the designs
were literally owned by Suzuki’. Over the years MUL developed
competence to make most of the componentsindigenously and
the production capacity also had grown. Today, even though
Suzuki owns most of MUL, the facilities in India are fairly
developed and Suzuki can possibly consider making
automobiles for third country exports from India. Significant
part of the value-capture, in such a situation, could happen in
India.

One of the triggers for initiating Ml as a mission was the hope
that it would help balance the structure of the economy. In the
last quarter of the twentieth century, the IT boom had boosted
the share of the services sector in the Indian economy to
59.93% of GDP in 2013-14 while the manufacturing sector
accounted for 16.80%. Most of the Asian neighbors had more
robust manufacturing sectors: China (32%), Malaysia (24%),
Thailand (34%), Indonesia (24%) and Philippines (31%)’. Policy
makers and economists had a suspicion whether the skewed
growth of the services sector would be sustainable in the long-
run. At the same time China was emerging as the manufacturing

hub of the world. They wanted the Indian manufacturing sector
to be more robust and hence they thought of Mil as a policy
initiative. It was hoped that this would also generate significant
employment opportunities for the teeming millions of young
Indians.

Has India entered the Innovation-driven stage of economic
development?

To be able to take full advantage of Ml as a policy initiative, the
economy must have entered the innovation-driven stage of
economic development. Has India reached this stage? Has
Indian firms acquired enough knowledge assets to be significant
inthe domain of innovation?

A cursory look at the history of economic development of India
would indicate that India has been in the factor-driven stage of
economic development in the pre-independence era and right
through the 1950s. India started entering the investment-
driven stage of economic development in the early 1960s and
this continued till the late 1980s. The gradual emergence of
innovation-driven stage of economic development can be seen
in the post liberalization era when economy became open and
the fresh air of competition started blazing through®.
Globalization, emergence of global firms and competition
based on knowledge assets etc commenced only since the
1990s. Indian economy definitely is not homogenous; but it is
reasonable to presume that some segments and layers of it
have entered the innovation-driven stage of economic
development. Evidence of this can be seen from the
innumerable instances of innovations happening in the
economy.

Use of second-hand machinery in the sectors of
textiles, pulp& paper etc were quite common among
Indian industries for decades. European
manufacturers discard their facilities after certain
specified years of working life. Such facilities were
available at throw away prices; Indian businessmen
and their technologists used to find them useful for the
Indian conditions and the market for another span of a
decade or so with necessary reconditioning besides
such facilities and equipments being far more
affordable to the domestic purchasing power. Very
often the European manufacturers were discarding the
facilities not because they had lived out their
productive lives, but advanced and upgraded versions
had come into the market and replacement was
inevitable due to competitive pressures. In the 1970s
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the entire plant of Scooters India Ltd, near Lucknow
was established on the basis of acquiring the
discarded facilities of Innocenti in Italy” . In the late
1980s Essar Gujarat’® established its first sponge iron
plant near Surat based on imported second-hand
machinery from Germany. Arvind Mills Ltd’, a leading
firm in textiles with significant presence in denim had
time and again availed second-hand machinery from
Europe. Many of the midsized paper and pulp mills had
imported their basic production machinery by way of
second-hand imports. In fact in the 1970s and 1980s
when machinery imports were controlled through
licenses and permits of Govt of India, there was a
distinct policy to allow second-hand machinery in
many of the sectors. The only pre-condition was that
the domestic buyer must obtain Chartered Engineer's
certification regarding the residual productive life of
the machinery™.

In the early 1990s when washing machines became
popular in India, rural entrepreneurs of Punjab
contrived the machine to mass-produce consistent
quality of 'lassi™. This boosted the sale of washing
machines across Punjab. Close on the heels, the
villagers of Punjab found a new application for Godrej
Hair-dye®: using the hair-dye to give a shine to the
buffaloes being taken to the cattle market; possibly the
buffaloes looked younger and healthier and fetched
the owner better prices! Swaminathan Aiyar describes
about a mobile charging station found on a small town
on the highway near Berhampur in West Bengal that
did not have electricity supply. On inquiry it was found
that the vendor of the shop operated the facility out of
power drawn from an old automobile battery. During
the night he would take the battery to a nearby town
that had electricity supply and get it charged”.

A doctor in Jaipur designed and created a prosthetic
foot, nick-named Jaipur Foot", customized to the
rugged conditions in India at a cost of S30 whereas a
comparable product in US was costing almost $8000. A
retired eye-surgeon, Dr G Venkatswamy together with
a group of friends, in 1976 started a non-profit entity in
Madurai, Tamil Nadu, to provide eye-care at
affordable prices and revolutionized the concept of
eye-care in India. Today this venture has facilities at
multiple locations in southern India, it has handled 32

million patients and has carried out 4 million eye-
surgeries till 2012. It has the world's largest facility for
making IOLs (Intra Ocular Lens) in the world".

Banking sector in India, with the introduction of
computers, internet technology, mobile telephony and
the ubiquitous Aadhar Card (Universal Identification
No.) has been undergoing a silent revolution in its
processing capability, speed of transaction, access to
the smallest customers and above all inclusiveness®.
Cancer immunotherapy” is one of the latest research
areas in fighting cancer; lot of progress has been made
in US and UK. Surprisingly there is a start-up firm,
Western Region Pharmaceuticals P Ltd working on this
area, in Ahmedabad, and it has reached a stage of
clinical trials. If this firm succeeds in its attempt it
would have far reaching impact on the success-rate of
cancer treatment and the cost of handling chronic
cases. Similarly an SME named Sahajanand Laser
Technologies Ltd, Gandhinagar is engaged in making
laser cutting machines for very precision applications
including the diamond industry. This firm also is a start-
up and is yet to bloom to its full potential. These start-
ups would sooner than later unleash an avalanche of
innovations and transform the industrial scenario in
the country.

Tata-nano is another example of innovation in the
country®™. In 2009, Tata Motors launched the Tata-
nano at a price-tag of Rs 100,000 (52,500 approx at the
prevailing exchange-rate). The economy car with the
lowest price-tag produced till that time was the one
produced by Renault at S5000. Tata-nano did not
succeed in the market; but its achievement lay in
producing a car at an unimaginable price-tag. Tata
Motors have introduced a modified versionin 2014 at a
price-tag of Rs 240,000 (approx 54,000 at the current
exchange of 2015). Tata Motors has demonstrated
marvelous technological and managerial feat by
holding the cost at such levels. Could it use this
capability to manufacture Jaguar and Land rover,
which are also in the stable of Tata Motors, at distinctly
low costs? If it could, then Tata Motors would emerge
asaglobal leader in the automobile sector.

The much publicized Mars Mission™ of the Indian Space
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Research Organisation (ISRO) during 2013 and 2014
was accomplished at an overall cost of 574 million. A
similar mission of NASA (Mission MAVEN) has been
accomplished at a cost 5671 million. ISRO has been
successful at the first try while such an achievement
has eluded NASA. Based on this technological
achievement and the inherent cost advantage, ISRO
has started getting inquiries from many countries to
launch their space missions.

Vijay Govindrajan defined the concept of 'reverse
innovation™ as a process of developing innovative
products and processes in the developing countries
and taking them to the rest of the world. He argued
that the necessity for such innovations is more
poignant in the developing countries. The series of
examples only form a testimony to the concept
propounded by Vijay Govindrajan.

Be it telecom, insurance, banking, bio-technology,
medlicine, space science or consumer goods individual
Indians as well as Indian institutions and organisations
have been displaying enormous capability in
innovations all across the country. It is also worthwhile
to note that such innovations are not confined to the
urban centres; they are happening in rural areas and
among moderately educated persons also. One reason
could be that in order to survive in an environment full
of constraints people and organisations have to think
out of the box and they are compelled to innovate.
Jugaad is the Indian word that describes an improvised
solution born out of ingenuity, cleverness and
resourcefulness. Many such innovations have been
documented and analyzed in the book, Jugaad
Innovation.” There need not be any doubt about India
ushering in the innovation-driven stage of economic
development. India is definitely on the threshold of this
stage. Today the challenge is how to harness this sense
of innovativeness among the large number of its
people to take the country forward.

Scope of Mllin the current Indian Context

What is India's competitive advantage to push the MIl mission?
Can this be sustained over a long period — at least for the next
ten years? Which of the industry sectors would be more
amenable for the Ml mission?

All along India's competitive advantage revolved around low
manpower cost and the depreciating Indian Rupee. The IT
boom of the past few decades is an example to this. Over the
years increasing per capita income and rising wages have been
eroding the advantage of low wages; but this was invariably
offset by the depreciation of the Rupee. When Rupee
appreciated between 2004 and 2007 most of the IT companies
felt erosion in their profitability and competitive advantage. In
the context of MII, most of the competitive advantage is
expected to be created out of the innovative capabilities. In the
coming years, wages in India are expected to rise with
improving per capita income and standard of living. If the
performance of the economy improves, Indian Rupee should
appreciate. In such situations the only tangible basis of
sustaining the competitive advantage would be those arising
out of our innovation capabilities. So the real challenge will be
to keep the cost of production low through innovative products
and processes and through scale economies.

Knowledge sector is one of the sectors that can contribute
significantly in the MIl mission. Indian talent has made its mark
in the IT and ITES sector already. New innovations in this sector
and sharpening the talents and skills required in the higher
echelons of this segment would help sustain India's competitive
advantage. Business analytics, design, animation, digital
technology are some of the emerging areas where India can
acquire skills and sharpen its talent to the highest order. Life
sciences, bio-technology, pharmaceutical sciences etc is
another segment where focused research would help create
newer, more affordable, more effective solutions to health-care
problems of mankind. Focused research and educational efforts
would enable the country achieve and sustain competitive
advantageinthese segments.

Engineering, automobiles, material science and aerospace form
another cluster where India can create and sustain competitive
advantage. Fairamount of expertise is already available in India.
If Tata Motors can make the most economical carin the world or
if ISRO can carry out its Mars Mission for less than what the
Hollywood producers spent on making the movie 'Gravity',
there is no reason why Indian entrepreneurs, businessmen,
technologists and ancillary firms cannot meet the stringent
specifications of global firms. India spends substantial
resources in defense procurement. Railway modernization is
another area of vast potential. If the tables are turned to make
much of these in India and make India a manufacturing base for
the rest of the world on these products, there will be
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tremendous technological skill up-gradation in India besides
theimpacts on employment, wealth generation etc.

The above examples are only indicative. Such possibilities exist
in almost every sector — textiles, garments, electronics,
chemicals, entertainment, affordable housing, food-
processing, organic vegetables etc. There is scope for the Mll
mission in every sector as long as we maintain the capability of
innovation to come up with new products and processes to
cater to the ever changing needs of the society and as long as
we are able to keep the costs under control and ensure the
overall competitive advantage.

Managerial Challenges of Ml

Facilitations required to make MIl a reality have been
articulated by various consulting groups and professional
bodies”. Prominent among them have been scrutinized to
arrive at the common ground and an attempt has been made to
build a framework of analysis. The emerging insight is outlined
inthe following paragraphs.

1. Stake-holders in the Ml Mission: The prime stake-holders and
their expectations are outlined in the next page,

Stake-holder Expectations

Govt (Central and State) - Wealth generation

Employment

Tax revenues

Technology enhancement of the country
Profitable business opportunity

Easy entry, easy exit

Hassle-free operation

Autonomy in operation

Employees - Gainful employment

Professional and career growth
Hassle-free employment

Social security

Profitable business opportunity
Technological growth and up-gradation
Hassle-free transactions

Get a share of the wealth generation
Opportunities for growth

Hassle-free co-existence

Entrepreneurs/Investors
(Foreign/ Domestic)

Vendors/Suppliers/ Ancillaries

Local Community / Population

ii. Investors/Entrepreneurs: The core of the MII mission is to

attract investors who bring in the investible funds and
technology and initiate the business ventures. Hence it is
imperative that we look at their expectations to engage in the
business in detail. These expectations are in three dimensions —
Infrastructure, Policy matters and Ease of Doing Business.
These are further split into elements and each of them are
outlined in Table-2

Though all critical elements have been dealt in the table, the
most complex and critical element has been acquisition of land.

To minimize the hardships and to the entrepreneurs and the
unpleasantness to the leaders of the government the following
guidelines will be helpful

e State governments should identify areas of
industrial townships and acquire the land well in
advance to create land banks. These could be
partially or fully developed to attract the
prospective investors. Presence of land bank
helped attract Tata Motors to Sanand in Gujarat
while absence of land bank resulted in the
unpleasantness that Tata Motors had in West
Bengal®.

e Inacquiringland, itis desirable to acquire land that
is less fertile and that is sparsely populated. Thisis
alesson from the experience of Nandigram in West
Bengal.

e While there are many models of land acquisition,
Chandrababu Naidu in Andhra Pradesh, in 2015,
has created a milestone in acquiring fertile land for
the development of the capital city of Amravati. In
this model the state made the land-owners
partners in the development and wealth-creation
process.

e When land is given to an entrepreneur or a
company for industrial purpose, it would be
worthwhile to give the land on lease basis rather
than outright purchase. This has the following
benefits: (i) The cost of land does not get added to
the cost of project, (ii) There can be a clause to take
back the land if the project does not take off in
reasonable period of time say 2 or 3 years. (iii) The
lease rentals can be structured to increase over the
years so that there is no undue burden on the
projectintheinitial years.

The state has to keep in mind the objective of keeping the
overall cost to the entrepreneur/company at a low level so that
its competitiveness is not jeopardized. The state has to consider
the macro-picture of the overall revenue to the state and the
economy rather than the micro-picture of the land deal in
isolation. Contrast the case where govt. of Andhra Pradesh gave
free land to Indian School of Business at Hyderabad in 1992 and
the case where Govt. of West Bengal refused to budge on the
price of land offered to Infosys in 2008.

iii. Nurturing Innovation: Earlier it has been concluded that the
success of MIl mission depended on the country's ability to
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sustain innovation continuously in every sector. It has also been
stated that India is on the threshold of innovation-driven stage
of economic development and that Indian individuals,
institutions and organisations have been innovating

enormously. Furtherit has been stated that the real challenge of

takingthe country

forward lay in nurturing the innovations continuously and thus
sustaining the country's competitiveness. Every innovation is a

bright spark and it needs to be hand-held and nurtured before it
can become a tangible product or process or a business
proposal. This process of hand-holding and nurturing is the
process of incubation.

“Incubation is a highly unique and flexible
combination of business development processes,
infrastructure and people, designed

Table-2: Managing the Expectations of Investors/Entreprencurs

Dimension Elements Expectations Facilitations
Infrastructure Land - Fast acquisition Each state to create land bank
Clear title Develop industrial townships complete
Low cost to keep investment low and with roads, power, water, connectivity
ensure higher competitiveness etc.
Give land on long-term lease at low
rent so that the overall investment
comes down enhancing the
competitiveness.
Power Turnkey power connection to start Create adequate power distribution
operations quickly infrastructure at every industrial
Low price to have higher township so that connections can be
competitiveness provided quickly
Pricing to be innovative to make it
easier on the customer initially.
Stagger the upfront cost
Water & Turnkey water and drainage Same as in power
Drainage connection
Adequate, reliable and appropriate
water supply.
Low to moderate price to ensure
competitiveness
Transport Rail and highway connectivity Same as above
Presence of logistics
suppliers/facilitators.
Telecom/ 24x7 info highway connectivity. Same as above
Connectivity
Policy Matters FDI FDI cap as high as possible Benchmark with other investment
destinations and create a policy
commensurate with the country’s
needs.
Taxation Steady tax regime Reform tax structure benchmarking

No retrospective tax
Comparable to best investment
destinations

with those of faster developing
countries. Let it be futuristic
Introduce GST

Labour Laws

Should facilitate hiring and firing
easily

End of inspection raj

Standard reporting protocol

Reform labour laws lock, stock and
barrel. It is a state subject. Encourage
states to act.

Replace ‘inspection -raj’ with self
declarations and external due -
diligences wherever required.
Standardize reporting protocol.

Ease of Doing
Business

Initial Entry Clear rules and easy procedures of Reform the procedures
& entry On-line applications
Clearances Speedy decision making Time-bound clearances
Third party, independent due-diligence
where required.
Administrati Professional, business-like approach Single window approach
ve Customer-friendly attitude Engage professionals, professional
Environment Corruption-free environment agencies
Time-bound clearances
On-line applications, processing and
tracking facilities
Introduce the concept of ‘Escorts’
Regulatory Inspections not desirable; other forms Introduce self -declarations when

Environment

of verifications (due -diligence) to be
designed.
Single window clearances

values are not too large. When values
are large introduce due -diligence by
third/independent parties/agencies
Time-bound, single window

clearances
Financial Easy and free access to sources of Define rules and procedures
Regulations finance Time-bound clearances, on -line
‘Well-defined, customer -friendly rules applications

and procedures
Fast decisions & processes

Professionalize banking sector.
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to nurture and grow new and small businesses by

supporting them through early stages of
development and change.” [Definition by UK
Business Incubation]

“A Business Incubator is an organisation that
accelerates and systematizes the process of creating
successful enterprises by providing them with a
comprehensive and integrated range of support,
including: incubator space, business support
services, clustering and networking opportunities......
[and]...... a successful business incubator will
generate a steady flow of bnew businesses with
above average job and wealth creation potential.....”
[Definition by EU Centre for Strategy and Evaluation
Services]

Inthe process of incubation the entrepreneur as well
as the business is nurtured to be competent to face
the turbulent world. During this process the
incubator facilitates to provide a range of inputs
which would include the following: Technological
guidance to perfect the product and processes,
business modeling to arrive at a tangible business
proposal, market evaluation and planning,
commercial and legal aspects of the business,
organisational aspects of the business, funding the
project all through its stages etc. In order to support
the innovation process, it becomes necessary to
create large number of business incubators in the
country. In USA and in Israel the business incubators
have contributed significantly to the nurturing of
innovative ideas”. In India this is in a nascent stage
and the following critical challenges are observed:

a. Technological aspects: Most of the technological

products require elaborate technological development
before they can be putinto the market. Forinstance any
chemical product will have to be developed initially at
lab scale; thenitis produced in a pilot plant and later at
commercial scale. The product so developed will have
to be tested for its performance at every stage. If itis a
pharma product then the stages of trials are many:
tested on animals, then clinical trials and only then can
it go for test marketing. In the case engineering
products proto-types have to be made first, then
performance is to be tested through field trials, then

samples are given to customers to try out. Only if they
are accepted does the product go for test marketing.
The time required for this process is quite long and the
conventional banking system would not offer any
financial assistance at this stage. The entrepreneur has
todepend on himself, or find an angel investor and seek
a research grant. The path is never smooth. This is a
major challenge being faced by the mentors and
incubators.

b. Structuring of projects (Business Modeling): Most of
the innovative ideas emerge from scientists and
technologists. Before these ideas become tangible
products, they require fair amount of commercial,
legal, financial, marketing and strategic inputs. So it is
necessary that these ideas (and the innovators) are
mentored by persons who are well-versed in all the
aspects of business. To find persons who are well-
versed in all the aspects of business is really a big
challenge before the incubator. Very often they engage
a team of experts to complement the inputs and help
build the enterprise. In any case structuring the project
is very crucial aspect and hence a major challenge
before the incubator.

¢. Sourcing finance for the start-ups: In the current
context the innovator and his/her business entity has to
rely on own resources primarily. There are research
grants available from GOI sources, but if an innovator
waits for the grants to be available before the
commencement of his/her venture, the venture will be
a non-starter. This situation can be salvaged if only
there are ample business innovators across the country
and they are endowed with adequate funds to support
innovators and innovative business ventures.

d. Accelerating the SMEs: Among the SMEs there is a
significant percentage struggling to grow up or even to
survive. They are deficient in many resources including
funds. In the present context they do not get diagnosed
for their problems. Many can be rehabilitated with
proper care and mentoring while some are beyond
redemption. The banking system is not designed for
this diagnosis either because they are not equipped or
because their primary concern with the NPAs does not
permit them to rehabilitate the poorly performing
SMEs. This is an area the business incubators
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could make significant contribution and lift many of the
SMEs from the sub-optimal operations. Today an
institutional structure to enable such an acceleration
processis conspicuous by its absence.

Conclusion

Mission 'Make-in-India” is a well thought out program, very
timely because India is on the threshold of the innovation-
driven stage of economic development; it has tremendous
potential to take India forward to a $ 5 trillion or S 8 trillion
economy. But the challenges to make the mission a reality are
enormous, but not insurmountable if worked upon
systematically.
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