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————————{ Editorial Jr—

Losing The Glitter

Savjibhai Dholakia’s Harikrishna Exports
Prvt. Ltd. is an extraordinary story of, from
being a small entrepreneurship of four
brothers, who rose from a turnover of Rs.
One Crore to exports of over Rs. 6,000
Crore by his group of companies. It is rags
to riches story. He has become a very big
celebrity much sought after for the way in
which he has rewarded his workers. He does
not call the diamond workers as such but
calls them artists and engineers. His
Company attracted great attention two years
ago, when they celebrated Diwali in an
equally extraordinary manner by giving to
the employees Rs. 50 Crore by way of 1200
new Punto cars. In the previous year, he
had gifted Two-bedroom Flats or Diamond
jewellery — they could choose as a Diwali
bonus — to many of the workers, who had
achieved their targets.

This was indeed a big story and was
picked up and played across, and Savjibhai
Dholakia became a much sought after
speaker. As a person, he comes across as
very unassuming and his company has been
engaged in Corporate Social Responsibility
much before it was mandated by law and
the company spends over 5 per cent of its
profits on CSR work. Mr. Savjibhai is also a
generous paymaster and all his workmen
earn over Rs. 1,00,000 per month as salary.
The Industry is one in which the persons
working on the diamond jewellery are
known, vouched for and trusted and known
to continue with the same employer.

The glittering diamond industry and the
sweet smell of success is how missing the
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glitter and glamour. With the world economy
slowing down because of the problems in
Europe and the United States of America,
China experienced growth problems and the
chill is adversely affecting the Indian
economy and more particularly the diamond
exports. China was a major consumer of the
Indian diamond industry as the burgeoning
middle class increasing its affluence
became a purchase of diamonds. However,
now with the Chinese economy slowing
down, it appears that the Indian industry will
take time to come out of its woes.

What has happened is that many of the
companies expecting the boom in the
business to continue borrowed money for
making jewellery, and in a good market, it
was an excellent decision. In a market that
has slumped, it has left many of the
companies with a huge debt burden and
burgeoning inventory of unsold stock,
waiting for customers. In this changed
scenario, what is happening is unexpected
and dreadful. Workers have no jobs and
have to face an uncertain end. Many are
talking about farmer suicides. Skilled
artisans and workers committing suicide
because of loss of jobs and unable to meet
family needs is becoming a great possibility
according to many in the trade. The question
of bonus in these conditions is completely
gone. Of the 5,000 units in the city of Surat
who engage over six lakh workers, over 30
per cent of the Units have closed down
completely because of the market slump.

Many of the workers have been
terminated. Many more of the workers, who

JANUARY 2016



were working on a monthly basis have
now been relegated to hourly
employment and paid by the number of
hours they work on the job. This dramatic
turnaround in the fortunes, which
everybody was talking about, is now
unimaginable and the stark reality has
revealed the ugly reality that nothing is
permanent in this impermanent world.

Even the best companies are feeling the
heat and Mr. Savjibhai Dholakia says that
better times will certainly come, and all
companies are in the belt tightening mode.
It is evident that good times do not last and
the King of Good Times, Mr. Vijay Mallya
will confirm that. The person who was flying
high with King Fisher had to become
grounded, and the company has more
liabilities than assets today. The textile
industry also witnessed a sweeping change,
and the companies that did not adapt to the
change became history. But industry is
replete with examples of companies, which
have done extremely well going suddenly
bust and there are many reasons that one
can attribute to these radical
transformations.

The changing world and technology can
bring about radical transformation in the
economy and the market. Diamonds that
were mined from the earth’s bowels, where
the intense heat and pressure transformed
the coal into diamond are now being made
in the factory, replicating and bettering the
conditions in which it is formed. Very difficult
even for trained eyes now to detect what
is natural and what is artificial.

What was traditionally man made and
crafted by artisans is being slowly replaced
by machinery that is more precision
oriented, faster, efficient and also less costly.
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Robotics has altered the entire
manufacturing process in automobile history
and the IT and ITes Industry have
revolutionised the way banking is done. A
host of other industries have changed
completely the way they do business, thanks
to the sweeping changes brought by the new
technology. Lesser people, more efficiency,
better profits and better results are the
outcomes, and surely the society benefits
from this. But at the other end of the
spectrum, there is loss of jobs. Google
announced that its driverless car prototypes
are doing well, but in an environment like
India, where the population seeks
employment, technology has the way of
putting out of employment large hordes. The
fact that over a lakh of persons applied for
a peon’s job in a state government, which
included many Ph.D.s, and even doctors,
is a testimony of the big divide between job
opportunities and qualifications.

The Diamond Industry will have to adapt
to these changes and will have to figure
out how they will come out of the crisis,
and restructure and reorient to the new
market dynamics. It has been very painful
and the time to savour the success was
very short. Before the lessons of Mr.
Savjibhai Dholakia can be learnt by industry
as new lessons are being taught, not in the
class rooms but in the market place, and
even Mr. Savjhibhai Dholakia is caught
unprepared for the cruel twist of fate.

But this is the harsh reality of the
business world, and the employers and
workers need to take note and learn from
these realities. There is no way in which
companies could have prepared for this type

(Continued on page No. 28)
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No Grace Period:
PF Push

Under Para 38.1 of the EPF Scheme,
Paragraph 3 of the EPS Scheme and
Paragraph 8(1) of the EDLI Scheme, the
employers are required to pay contributions
and administrative charges within 15 days
of close of every Month. The PF Department
have been allowing a grace period of 5 days
to remit the contributions in accordance with
their internal procedure.

The EPF department has removed the
grace period of 5 days effective from
February 2016. In other language the
contributions for the month of January 2016
shall have to be remitted without taking into
consideration the grace period which was
available earlier.

This change is due to the electronic
remittances that are being made and the
Electronic challan cum returns for
remittances done through internet banking.
The Department has concluded that as
these things are done electronically, there

| n the News

is no need for the grace time to be given to
the employers. The department can now
initiate penal recovery proceedings for
delayed payments automatically.

Directors of companies need to ensure
that they have given proper instructions to
the compliance officers in the salary section
to adhere to these directives, failing which
they will receive prosecution notices as well
as demands for payments of interest and
threats of prosecution.

Competitiveness Index:

According to the 2016 Global
Manufacturing Competitiveness Index by
Deloitte Touche Tohmatsu and US Council
on Competitiveness (Council) reported in
the Indian Express of December 8, the US
is expected to capture the top spot and rank
of number 1 by 2020 displacing China from
the number one spot. India may also be
catapulted from the current position of rank
11 to Rank 5

The United States of America will be
relegating China to the second place due

— to the country’s investment in

Current Competitiveness research, technology and

Rank Country 2013 In Five Years 2020 innovation, WhiCh enhanc_es

Rank the competitiveness of its

1 China 1 United States 1 | industries and drives economic
2 | United States 3 China 2 | development.

3 | Germany 2 | Germany 3 According to the reports,

4 [ Japan 10 Japan 4 | the leading driver was Talent

5 | South Korea 5 India 5 | and the other top Drivers of

6 | United Kingdom 15 South Korea 6 | Global Manufacturing

7 | Taiwan 6 Mexico 7 | Competitivenessis giveninthe

8 Mexico 12 United Kingdom g | table below. Access to skilled

9 Canada 7 Taiwan 9 Worke.rs was se_en by

10 Singapore 9 Canada 10 executives as the main factor,

, , followed closely by the cost of

11 India 4 Singapore 11 wages and materials.
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Productivity of the workforce rounded out
the top three. Availability of quality local
supplier base was a distant 4.

Drivers of Global Manufacturing
Competitiveness:

2016 Rank
Talent 1

Drivers

Cost Competitiveness

Productivity of the Workforce

2
3
Supplier network 4
5

Legal and Regulatory system

There are a lot of expectations riding on
Modi’'s Make in India and Made in India
campaign and the Government would be
expected in its budget to give more thrust
to the changes that would speed India’s
movement up the rank. The promises made
at the time of election will have to be fulfilled
and with Chinese economy down, it is time
for the Finance Minister to give India that
thrust which will catapult it amongst the big
league players like Japan, Germany and
South Korea, chasing China and the USA.

HMT Units to be Shut Down:

The Central Government after much
delay finally announced the closure of three
unviable HMT units — HMT Watches, HMT
Chinar Watches and HMT Bearings.

HMT’'s famous brand and much
appreciated watches will still be produced
from its facility in Bengaluru, and the news
of the closure of the watch unit has
spurred demand for the HMT watches as
it has become an iconic and symbolic
watch for many.

The employees in these units will be
given an attractive VRS package and the
three units have been given a cash
assistance of Rs. 427.48 crores and over
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1000 employees will now be separated
through a Voluntary Retirement Scheme.

The movable and disposable property of
the units will also be disposed off and the
land value will be an attractive proposition
as these units have an excellent location
where the assets command a grand
premium. Thungabadra Steel and Hindustan
Cables were the other two public sector
undertakings that have been given a nod
for closing down.

Most of the 923 employees of HMT
Watches were spread over its three units in
Bengaluru, Tumakuru and Ranibagh. HMT
Chinar Watches Ltd. was in Srinagar and
had only about 40 employees. The
employees in HMT had rejected the earlier
VRS scheme which was as per the 1992
scales of wages. In the other units of HMT,
there have been pay revisions in 1997 and
2007 but this was denied to the employees
working in these factories. The union had
demanded that the VRS be worked out on
the 2007 wage package. Most of the
workers in these units have not been
receiving salaries for the last nine months
and have more than eight years of service
before they retire.

Completing the formalities for the closure
is expected to take another three months.
With the government agreeing to the
demand of the union for payment on the
basis of the 2007 scales, the VRS is now
expected to go through smoothly.

Spend on CSR:
6400 Crore in 2015

According to reports the total spend of
Corporate India as per the reports in the
Indian Express (Dec. 20) was to the tune of
6,400 crores. More than 90% of the firms
complied with the provisions of Section 135
of the Companies Act, 2013 in Financial year
2015 according to the report by CII-ITC
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Centre of Excellence for Sustainable
Development.

According to this study, 55% of this has
been channelled to education, skills,
livelihoods, health and sanitation. Most of
the firms have projects in Maharashtra and
Gujarat. Only about 2% of it went to the
Prime Minister’s relief fund.

Most firms lost time in understanding the
complex legislation and then setting the
governance structure, drafting a policy, and
identifying Projects or aligning ongoing
projects to Schedule VIl of the Companies Act.

Almost 50% of the chairs of CSR
Committees had independent directors.
Companies are serious about CSR and
therefore they have put in governance
measures. 87% of the eligible listed
companies have actually spent on CSR,
though around 52% spent less than 2% 83%
of those 52% of the companies have given
reasons for the under spend.

Maternity Benefit:
26 Weeks Benefit Proposed

Itis reported that the Ministry for Women
and Child Welfare is pushing the
Government for increasing the number of
days a woman can avail as maternity leave
from the present twelve weeks to 26 weeks
and the benefit should also be extended to
mothers who use surrogates to bear a child.
A woman adopting a baby should also get
12 weeks maternity leave. If these proposals
are accepted, it would become a major
departure from the existing provisions of the
Act. There is also a mention that Paternity
Leave may also be introduced.

Extending maternity leave is in line with
benefits available to central government
employees and has been done to enable the
mothers, who breastfeed their babies for at

ARBITER

least six months and help reduce the high
rates of child malnutrition in the country.

The International Labour Organisation
recommends a standard maternity leave of
14 weeks or more, though it encourages
member states to increase it to at least 18
weeks. At 26 weeks, India is set to join a
league of 42 countries where maternity
leave exceeds 18 weeks. It, however, falls
behind several East European, Central
Asian and Scandinavian countries, which
have more generous paid maternity leave.

The World Health Organisation
recommends exclusive breastfeeding for
babies up to six months old, saying it
reduces child mortality and has proven
health benefits that extend into adulthood.
Yet, only 47% of Indian mothers exclusively
breastfeed for the first six months, compared
with 70% in Nepal and 76% in Sri Lanka.

Bonus Phatka:
Retrospective change:

The Prime Minister Mr. Narendra Modi's
promise of no retrospective laws and stable
predictable regulation was given a populist
heave ho and the Bonus Bill amended the
law retrospectively with effect from April 1,
2014, making companies open up their
closed financial account books to pay bonus
benefits retrospectively.

The ceiling for bonus eligibility was hiked
from Rs. 10,000 p.m. to Rs. 21,000 p.m.
and the maximum salary for determination
of bonus payment was hiked from Rs. 3,500/=
to Rs. 7,000/= or the Minimum Wages,
whichever was more.

This is the second shocker that the new
government has given, making contract
labour get more bonus than their
counterparts who are permanent in the
same company. The Minimum wages in
many of the states like Maharashtra, Delhi,
Haryana, Punjab is more than Rs. 7,000/=.
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Research Areasin Labour Sudies

DR. RAJEN MEHROTRA

This article is based on the Key Note Address delivered by him on 4" January 2016
in Mumbai at the Workshop on “Research Methods in Labour Studies” organized
by Late Narayan Meghaji Lokhande Institute of Labour Studies, Mumbai in collaboration
with V. V. GIRI National Labour Institute, Noida.

Introduction

In India, we come across case studies on
labour issues presented in conferences and
also in publications. Most of these are case
examples of practices in specific situations,
which were implemented in improving
performance and/or tackling problems in the
formal sector, wherein the people and/or
enterprise benefitted. However, we see limited
studies and presentations with reference to
problems dealing with people working in the
informal sector, though this sector generates
bulk of the employment in India. There is a
need for researchers to work in areas of the
informal sector with reference to labour, where
limited research has been undertaken though
the scope is wide. Persons working in the
informal sector by and large earn a paltry sum
of money every month, hardly have any social
security, and terminal benefits are mostly out
of the ambit of labour laws of the country.

Dr. Manas Dasgupta in his book on
“Research Methodology in Economics —
Problems & Issues” published by Deep &
Deep Publications Private Limited, Delhi has
identified various problems and issues in
research. | have tried to look at some of these
limitations when research is carried out by

researchers in Labour Studies. The research
in labour studies is in a social science field
dealing with human beings, compared to
research in physical science. In physical
science, the basic tool used for research is
laboratory experiments. However in social
sciences, research deals with human beings.
It is well known that human beings do not
react in a uniform manner that is predictable
and at times the reaction is judgemental.
Hence, the researcher needs to understand
this difference. Itis also believed that in social
sciences, the question of “values” has
relevance, while in the case of physical
science the question of “values” does not
enter the domain of experiments.

Research methods have both inductive
and deductive dimensions. In the case of
inductive research, one collects data and tries
to develop a theory; while in the case of
deductive research, one hopes to find data
to match a theory, and this, at times, has
problems while collecting data in labour
studies.

There is invariably a debate amongst
researchers on research methodology
when it comes to analyzing quantitative v/s
gualitative approach. Without entering into
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