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Indian industry needs innovation, not mindless toil

With an over-reliance on cheap labour for growth, captains of the Indian industry
have been shooting themselves in the foot

Jayan Jose Thomas, [ is a Professor of Economics at the Indian Institute of Technology (IIT) Delhi ]

A few months ago, this writer and his colleagues interviewed migrant industrial workers in Ludhiana,
Punjab, for a research project. The respondents worked in factories (producing garments, auto
components, and other products) for 11 hours to 12 hours a day. When orders were high, they worked
for days on end without a break. Away from the shop floor, their waking hours were spent almost entirely
on cooking and in their daily commute.

It is puzzling that some of the well-known corporate leaders in the country have been urging Indians to
work longer hours. They may not be aware that most of India’s workers are informal and must work
extremely long hours, sweating to earn a living (manual workers or household helpers). In 2023-24, the
Periodic Labour Force Survey showed that only 21.7% of India’s workers were in regular jobs with a
salary, while the rest were casual workers or self-employed. Even within the category of regular workers,
approximately half of them had to face informal working conditions (they did not have a written job
contract, were not eligible for paid leave, and did not receive any social security benefit).

Competing with the cheap labour advantage

By publicly expressing their preference for having longer working hours, industry bosses have
inadvertently confirmed a well-known, yet not-much-discussed, fact. Indian industry continues to derive
its competitive advantage mainly from cheap labour rather than technology and innovation. In the
developed world, the mode of surplus extraction underwent a transformation long ago, from making
workers labour longer hours to employing them more efficiently with superior technologies and
management practices. Based on workers’ conditions during the Industrial Revolution in Britain in the
18th century, Marx wrote: “In its ...werewolf hunger for surplus-labour, capital oversteps even the merely
physical maximum bounds of the working day. It steals the time required for the consumption of fresh air
and sunlight. It haggles over a meal-time....”

However, working conditions in Britain improved by the middle of the 19th century, following
regulations brought about by labour union pressures and the sweeping economic and technological
changes (although exploitative labour practices continued unabatedly in the colonies). Today, workers in
rich countries put in much fewer hours but have significantly higher productivity than those in
developing countries. According to data reported by the International Labour Organization (ILO) in 2024,
an employee’s average weekly work hours was 38 hours in the United States and 36.6 hours in Japan as
compared to 46.7 hours in India.

1



&
-

AFE - www.afeias.com
IMPORTANT NEWSCLIPPINGS (24-Feb-25)

India’s capitalists have deployed one strategy after another to ensure that they have at their disposal a
large labour force willing to work long hours for low wages. Big businesses in India have abetted a
structural shift in industry from the organised sector, which is governed by regulations of wages and
working conditions, to the unorganised sector, where such rules do not apply. In industrial clusters
across the country, there is a predominance of small units with six or less workers. At any time in a
crowded industrial area in Coimbatore or Ludhiana, one hears the sounds of several hundreds of
machines (lathes, milling and rolling machines, foundries) operating in small sheds. Each shed produces a
small part or a component that feeds into a production network coordinated by more prominent firms to
manufacture a range of products, including pumps, automobiles, and agricultural tools. In most small
firms, the owners, often former workers, work alongside the hired labourers. Over 70% of India’s
manufacturing workforce (68 million in 2021-22) are in small, unregistered enterprises (each with less
than 10 workers).

Losing out on innovation

The relations between the small and large firms in India have not been mutually enriching (of the kind
that prospered in Japan), but instead, have been enfeebling the small firms even more. In interviews this
writer had with them over the years, the owners of small firms highlighted issues relating to payments
for the parts or components they supply. The bigger firms typically delay these payments several months
after receiving the supply, leaving the small-firm owners desperate for fresh funds to run their factories.
The big firms refuse to pay more for the parts despite increases in material and other production-related
costs, encouraging a race-to-the-bottom competition among the small firms. All these are at a time when
small firms are weakened by inadequate state support, especially bank credit, and rising competition
from cheaper imports.

India’s factories are increasingly dependent on workers who are employed through contractors rather
than those they directly employ. Of all workers who joined India’s factory sector after 2011-12, 56% are
contract workers. These workers, who are not protected by labour regulations, are paid much lower
wages than directly employed workers. Workers who migrate from their villages to seek jobs in distant
lands form the core of the labour supply for Indian industry.

The low wages migrant workers receive manifest their multiple disadvantages — on account of their
social position and their lack of ownership of assets or access to social security benefits. As wages have
been pushed downward, profits have soared, especially after the outbreak of the COVID-19 pandemic. In
India’s factory sector, profit as a share of value added was 31.6% in 2019-20, but shot upward to 46.4%
in 2021-22.

The garment industry

However, with its over-reliance on cheap labour for growth, the Indian industry has been shooting itself
in the foot, hindering its forward movement in the long run, especially globally. A case in point is India’s
garment industry experience. One expects a labour-surplus India to outshine other countries in this low-
wage industry. However, India’s share of the worldwide export of garments has remained stagnant at
3.1% over the last two decades. China, Bangladesh, and Vietnam have considerably outperformed India in
the garment industry. Chinju Johny and this writer (Economic and Political Weekly, August 24, 2024)
have argued that the main barrier to progress for India in this industry is the reluctance shown by the
capitalists to modernise firms. They lack the ambition to go beyond the limited advantages that low
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wages offer them in the domestic and niche segments of the export markets in the garment industry,
which western multinational companies dominate.

The easy availability of labour has lulled Indian industry into a stupor, closing its eyes to the wider
opportunities and the gaping need for technological and managerial changes. This has undermined
growth in all fields, including new-generation ones such as the IT sector. Low wages and long working
hours have reduced the purchasing capabilities of the working classes and depressed the domestic
market, reinforcing the negative momentum.

Stretching the limits of the working day, allowing little time for recuperation for tired minds and bodies,
and having all these driven by the greed for profits, is unconscionable. And the industry’s gains, if any, are
only in the short run. In the long run, the swelling ranks of impoverished workers will strangle the
industry, leaving it gasping for innovation and growth. The earlier the masters of the Indian industry
realise this, the better.

Date: 24-02-25

A new age of imperialism

The rhetoric from the White House signals a new world order that is nasty and
brutish and in which might makes right

Priyanjali Malik, [ writes on politics and international relations |

In Ernest Hemingway’s The Sun Also Rises, a character is asked how he went bankrupt. “Gradually and
then suddenly,” he says. So, too, perhaps with the rules-based international order that has governed
relations between member states, after the dizzying first weeks of the second Trump presidency. Three
years ago, when Russia invaded Ukraine, the violation of the UN Charter by a permanent member of the
Security Council severely tested the principles upon which the post-war order had been built. It exposed
the fragility of an open, rules-based international system founded on the three pillars: economic
integration through a global trading system and international financial institutions; collective security
based on sovereign equality; and self-determination. However, today, the U.S. has switched from backing
Ukraine to echoing Russia in a repudiation of the Charter principles. This has dealt a body blow to the
UN-based system of global governance.

The birth of the world order

The current world order rose from the ashes of World War II. Over several conferences between 1941
and 1945, the U.S,, the U.K,, and the Soviet Union agreed to the formation of an international organisation
based on collective security to maintain peace and manage relations between states as sovereign equals.
Beneath the lofty principles was a hard-nosed recognition that loyalty to the system rested on
calculations of self-interest. It was therefore decided at the Tehran Conference of 1943 between Winston
Churchill, Theodore Roosevelt, and Joseph Stalin that this organisation would enforce peace through ‘four
policemen’: the U.S., Britain (then still an imperial power), the Soviet Union, and China (the latter two
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were needed to fight Japan). By the Yalta Conference of 1945, France was included at the top table,
mainly to deal with territories that had been occupied by the Third Reich.

The imposition of a victor’s peace was avoided by insisting on the sovereign equality of all states in a
rules-based order. Great power rivalries would be managed by a system of collective security and
economic integration. In reality, however, the 1945 Yalta Conference implicitly accepted spheres of
influence for the Soviet Union in eastern Europe and, by extension, for the U.K. and the U.S. in the rest of
Europe. This was the price for Stalin’s agreement to fight with the Allies against Japan.

Yet, flawed though it was, the UN system, the Bretton Woods organisations, and subsidiary organisations
lubricated the conduct of relations between states. Even if war did not disappear, the system privileged
norms and principles that made international relations more predictable and consensual and fettered the
power of larger states to the ideals of a rules-based forum of sovereign equals. In time, spheres of
influence yielded to self-determination.

Upending the world order

President Donald Trump has taken a bulldozer to this system. He has undermined international
agreements by pulling the U.S. out of the Paris Agreement, signalling its departure from the World Health
Organization, and ordering a review of American membership of all international organisations and
treaties. And by unilaterally imposing tariffs on trading partners, he has thrown the global trading system
into complete disarray. Overnight, norms and expectations of behaviour from a founding member of this
international order have been upended. The U.S., the most powerful nation, is behaving like a declining
power, pursuing a nationalist foreign policy, seeking to expand its influence and borders within its
hemisphere, and promoting its economic and mercantilist interests.

But perhaps the most dramatic move has been Mr. Trump’s reinstatement of ties with Vladimir Putin. His
attempts to negotiate a peace in Ukraine without Kyiv at the table, calling Volodymyr Zelenskyy a
dictator, and agreeing to Russian demands that no NATO troops set foot on Ukrainian soil to enforce any
‘peace’ that is negotiated have stunned Europe. Europe has to come to terms with managing its own
security, having ridden on the U.S.’s coattails for decades within NATO. The meeting between American
and Russian officials at Riyadh may not have been a Yalta moment, but the parallels are strong. The main
difference is that this is not a victor’s peace, but a sell-out from Ukraine’s former backer.

The rhetoric from the White House (and Mr. Trump’s Truth Social account) signals a new world order
that is nasty and brutish and in which might makes right. The U.S.’s retreat from the global stage to its
neighbourhood, while Mr. Trump tries acquiring Greenland, Canada, the Panama Canal, and perhaps
Gaza, may seem the stuff of fantasy, but if he is to be taken at his word, it signals the start of a new
imperial age.

The world is being divided into spheres of influence. The U.S. will exert power on its own hemisphere,
and perhaps on West Asia. By repeating Mr. Putin’s lines on Ukraine and NATO expansion, Mr. Trump has
effectively handed over Europe to Russia, leaving Mr. Putin free to pursue his revanchist claims on
Ukraine and recreate imperial Russia’s lost glory.

That leaves China, which has propped up Russia through its Ukranian adventure. Beijing’s irredentism
regarding Taiwan has so far been held in check by the U.S.’s security guarantees in East and Southeast
Asia. America’s retreat leaves China free to consider moving on its claims to Taiwan. India would do well
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to remember that China has never accepted the McMahon Line. Suddenly, along with the world order, our
neighbourhood too is starting to look more insecure.
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ﬁwm%w@w%ﬂw%ﬁ@raﬁmﬁaﬁmﬁﬁdmdﬁ?uﬂq & Y 3ehl AT
gl AAGehar &1 o aRaras g

TE AT Fg ITANT § AR S HUR W ARG TR IR AT G # w7 fhar S dharr ¢
HcHGAT GO AT FIIAT & fAT U el Sfiaed S Al aerel i 9=l & gt a Iarr i
Fhar g7 ot off ArfeeT &, G Shae wa Aafed § Seel 781, & A% a7, 3wa, 39w §f 98
ST g1 AT HMdl@ra@rmﬁaﬁ%‘,mwﬁaaﬁ%@%ﬁﬁ@ﬁmmlﬂ?_lfé:l”r
d gRAET 3R FESelier de AT e giar & g HAS H WrAfAw gl wifgr] s ey o qan §
fo gfaar & &3 @rel o@meTer 7,40,000 McHAGIT ol &I ST €, LT g7 43 Aehs 3Adal Teh #Hid
g &, fowd wesaar g 3o &1 Rvea & afioed gfaafdd & e 3w AT 7 sedcge wR
%aﬂﬁw@sémm?aﬁuw—ﬁ&ﬁwagmmmagaﬁw%aﬂ?wﬁwmscuu F 3R, ThR
3R T W FIhT AT & YR STl 33T g

faeg TR I cHgcwr & fRae 318 § 3K 39 ofd ar@ e ov o 9 AT & & @ &1 3 s
g & TR 3MTcHAgansil & Ukl H gEAATT AR UFATH HT FIRAY FIA X [T &1 AR I 3cAgem
# 50 gfaerd 3R qest & oEwEr 34 gfowrd & wA S ) g, gl A dfed 3mRe U w8 g
STeT 3TcAgcdl # Fay 38 39 yfaerd 1 gefdr drae W fager # W g1 el ud o AfFas & asd
ST HH HlA Bl SR g1 Uh THI ATFGH! GATAT oM AT, W 3 38 F47 & 971 g2 i & a1
3T W FES IR FHRICHAS U gl AT, ST Gl & il & Ao du¥ & fav aRa & a@| Fg
de & 9Ra & &Y e & Farare 3R o T@e A e S gl ARA o8 fafaer ik Er- fSer gor
H dr ATcHAGAT FI ATATHSAT FT Id & AT Ao R g T g9, J9 AT #H 39edca 3R T¢amm|

Date: 24-02-25

frifd Tang 9 9o JoaH
R

10



&
ol

m : www.dfeias.com
IMPORTANT NEWSCLIPPINGS (24-Feb-25)

gl & ®$ U S 3§ HAY HUA MMEHBRTr sefasid,
AT TS Alsel AR A Feel & T T7T w6 & ® &,
mﬁﬂmaﬂwﬁlmﬁmdwqﬁ@rquw
AfSl a7 XY atdl 39 U & U d IR GHEATU §,
59 g8 39ar TS WA T A [{HRAT ™ Thar B
oo el #ARR™T & JuaaT 3+7aY SSfgH o TS HAiso
rfd T @ 39 WART & T I8 WA IRy FT e
f 9 3 Alse TRfd X W@ §, 3980 ST Hedl a1
TATAA HY| 3eThT dhgell AT foh & STATHT TAeAI3iT arel 0H UINE HT AW g, oIl AlTadl FHI dgck &I I
[qaT T Toh|

HeTeR SHIGH ToH EAT WS & ToU 9 & el & W® &, o6rHeT 3H §AT AR & FIAell Hiedireh
Y 37T AT FT Tk FIAT TTHA 3T AT, T W &1 ST TR &1 o8Il gl b AR 39T TS
farfad a1 8, 99 o & sl aReey 3R d&pfd & REe @ s=rr o @7 g1 oo aReey
a1 ol AN ¥ HHS F I arel §, Aol FERfT & R & o &1 2 3 g7 A% I W/ Wod
ot @@e # 99 fhv 0 @er 2024-25 & ek HIETOT W €T Sofl SI&Y g, o s arar or
TS A §Ed WX TAIE &, AR JeTqeIht Pl |

9 §H TS HI a1d A 8, df IFW 3TF o TR e sa & 3985 g9 saer [™ar sSRisemy $i
Wzﬁmﬁ%lwmm%%vﬁ%ﬁmﬁaﬂwwméla@mﬁﬁw%m
TS T JAT & a6 A 96 g ST IR UG I oY U 3R F37 ST 3T olell &7 g, S gfevar &
v 3R TP & AR T 2@d §1 &F W gfrar # g g% §, Sfgl ol H Al e g GEHl &
AH W FI AT Ied @I § IR F IR $HH It § 9gd W 307 Rufaar a a1 & el &
MAAR T AT T e gl fohall cafdd a1 Foe & rdl g fecaiorgt @ & giar g, dfehed #AreT
NS fF 1aATT 3T 81 T FRUT HI5 TS §eT AT, I FIT BRI ?

30 O BAR WA TS & & e & HAlsel 3Ucied gl T d Sl $ Jadids § AR 3R # R
U €, 3R @ el &, O A & d9R fhar arm @1 Skl T deEt @ e AR Tt @ g
& & SR # o fod aftes A & o fomr @ | dwled T@ g 3mRer 7 A
deoldiEr 3R A aike &1 o g1 37 ot 39a ohed & qaiare 81 08 qaTg &d fhden! $Ha e a
&1, gl el S HeheT|

hegeX WA T Teh e FHElad g~ ‘Aol o1, Mol IN3C, Tl 3T 3R fhdll YT Wane & Fer
STeldl, AT 3TUeh! &ciisl # FHsT 8 Aol | 5 g4 TS & Yaag Hed o, 9 aI318el 31 @il & qag o,
Seglal 38 TR fhar §1 Hegex T el 3ohel & 38 37 Al T Jefer & 50T R foham 1 368 Suet
F alier W &Y @ Y Tor §, W S @ et 8 B g g1 % v a1 g\t § 37 g B
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f& 3R TS A AR fAT el # AG-aE & AN, IRl gl S, 8¢ FHAE, Y 1, §Y ¥, g¥ HEhid
& o9l T eIl T ST, df 36 g & YA SIhl 86 deh %A gl Hehd ol

sgHT A §3ﬂ%sﬂvm‘éa€ﬁmﬁwﬁﬁ1dm Glgoidldld‘\\l SATCaY, 3T € 98 GO gfAdr & e 3w,
3T &Y 98 Taeh! HdcAT3 I TFATA FleAT HYIT AR MG 9l & @A @l I MR Y 3= &
A gl &33re, A & q@y FF AR 3FH TAH T H Re & 03NS o U Sgeldasr @a AR
AT I & &l T gfAar & faemet & q@l JAH & 95 IRA § TSR T ATl AR A A
sﬁ}ﬁwmﬁaﬁmm—aﬁrwaﬂﬁaﬁmﬁmmvwé%mﬂ%ma@ﬁmaﬁ
g AR FERTT W @A AU G@el o9 §, Fifeh SHHRI Teh NI Alsel g1 a8 AW hT g oiaT I
SITEAT HXAT gl Uil R & IT HYT WafHeT & FAe & FEr AT Jeld §dTam ¢l T 38 91 Jg ¢ [
SHHT STAATA s 3T AT T FT TheT gl

SIS Y I H & BEE & A G FERA F RBHE @ S RIR a6l & &ad wd g, ar 3
ST TS ¥ URAA & JaTrgl Sl HAeprelad IHH 39l A 35 3ol g o1 Ig a1 3ol § o g
T Y gET & qEIE 3 §, SAafh el G §H HFE FIHR gl e argd | ﬁ?ﬁ@ﬁra‘gﬂaﬁﬁ
el g, Sef SRERICIC myfash AT &1 3R g1 9 gl F ASRRAT AT FT THRAT T I
fa=ileT & BRIC o o =G &, olfehel 3Hh Hel &l & Ge I 37eleT IGeAT Al &

e ot sgodere aF H@ffa aE §, 389 S myfawar i aea dar A E, 98 g I F diena,
afFd & AOHRT R 3fFaFa & Tadmar f 3 S I §1 F FE W 3R TH I) R T FASRmEr
H ¢, A FH TH Beldl- Holdl ehiehdd QT Ig U o $o T787 4 3o fGen & Sar @ @1 &
TTHF Fecddl AT 38 o9l §, WHR off 3T T9e # § 3 AEFAr W F$ R A gefedr ooms o By
gl

3l do S o ® # AR HIE 3T @M AT, 97 AEEIde TS A1, [ Aewe 3d H A
FHAET &l TR DT F 1€ 39 S TS Ve e & ST & ® &, I §5 TR & [[AII0T are TS
IR o ST W B FT AT @H Fg e o At aX @ § o WART & FEAT are g el
aremeY O & ST WalaTs @ hd ol
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