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India's labour reforms
too late for some

REUTERS

Employees work inside a garment factory of Orient Craft Ltd in Gurgaon, India.

REUTERS, New Delhi

Last month, hundreds of workers went on the
rampage at a factory belonging to garment
exporter Orient Craft, torching vehicles and
smashing windows in the gritty industrial
fringes of Gurgaon, a Delhi satellite city.

Increasingly common in Indian workplaces,
these violent outbursts could become a thing of
the past under a bold round of labour reforms
planned by the country’'s Prime Minister
Narendra Modi.

Many businesses cheer the plans, which they say
will help make India a manufacturing hub.
Taiwan's Foxconn, the world's largest contract
electronics manufacturer, plans to set up 12 new
factories in India and employ one million workers.

Yet Orient Craft, which has suffered three
riots in three years, fears the changes will create
as many problems as they solve by making the
cottonwear it exports to global brands such as
GAP and Marks & Spencer less competitive.

Like many other low-margin businesses in
India, garment makers will gain from increased
flexibility to hire, and fire, seasonal labour -
reforms demanded by industry since India

began to shift away from socialism in 1991.

But to make this more palatable for unions,
Modi wants to also extend the social security net.
The government expects that will reduce labour
volatility, but it will also raise costs for compa-
nies like Orient Craft whose chairman Sudhir
Dhingra fears losing clients to lower-cost rivals
in Bangladesh.

Dhingra said the new flexibility will enable
him to hire workers according to his business
requirements, but only if Indian garments
remain in demand. If they are priced out of
business, the net benefit evaporates, he said.
"Buyers are already moving to cheaper loca-
tions," said Virender Uppal, the head of India's
Apparel Export Promotion Council. "If labour
costs go up further, it's going to affect business,"

Modi plans to take the amendments to parlia-
ment later this year.

The June 20 riot at the Orient Craft factory
was sparked by an unfounded rumour that a
worker had died from an electric shock. A simi-
lar rumour in February led to strife at another
nearby apparel exporter, Richa Global.

Nobody was seriously hurt in these outbursts
- unlike the 2012 riot at a Maruti Suzuki plant

that left one executive dead and many injured.

Workers, labour officials and managers say
the cost of living, low wages and conditions in
slums where migrant workers stay keep
Gurgaon's labourers on edge. They can easily
turn on their bosses - even at firms like Orient
Craft, known forits worker care.

"When your life is so stressed, any trivial
reason 1s capable of turning you violent," said
Akshay Kumar Pal, a 42-year-old worker from
Uttar Pradesh state.

Pal has lived for a decade in a cramped, dirt-
floored room with a leaky roof in Gurgaon. In
his block, 80 people live up to six per room,
sharing three toilets and a single water tap. Rents
rise every year. Pal said he was a tailor at Richa
Global until April when he was sacked, accused
of involvement in the February riot. He says he
was not there.

At Richa, Pal earned about $200 a month after
2-3 hours overtime every day. Half of his pay went
on rent and food, leaving little for his wife and two
daughters back home. "There is a big mismatch
between our wages and the cost of living, " he said.
"You cannot survive without overtime."

Orient Craft's bright, ventilated factories are
recognised as offering better conditions than
most. It's known for taking good care of its
32,000 employees. But even Dhingra recognises
that the system is not working.

"We know the wages paid to workers are not
good enough to secure them a decent and digni-
fied living," he said. "But we cannot afford to pay
more, else we will lose all our business."

The failure by successive governments to over-
haul one of the world's most rigid labour markets
has squeezed firms like Dhingra's between low-
cost producers like Bangladesh and skilled and
fast-moving innovators like China.

Modi's reforms aim to help companies go up
the value chain, creating jobs for the 200 million
Indians who will reach working age over the next
two decades, and reducing labour volatility.

Shankar Aggarwal, the top bureaucrat at the
labour ministry, said laws had not adapted to the
dynamics of mobile labour forces and industry
demands. The changes under discussion will
improve productivity as well as industrial rela-
tions, he said.

Instead of saddling companies with addi-
tional costs, Dhingra wants the government to
set up hostels for workers in industrial towns to
reduce tension in the workforce.
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UTTARA BANK
Shaikh Abdul Aziz, managing director of Uttara Bank, speaks at the third branch man-

agers' conference for the bank's operations in Dhaka central, northern and southern
areas, at its auditorium on Saturday. Mohammed Mosharaf Hossain, deputy managing
director, was also present.

Pearson says in talks to sell
The Economist share

AFP, London

British publishing company Pearson said
Saturday it was in talks to sell its 50-percent
stake in The Economist Group, owner of the
prestigious magazine of the same name.

"Pearson confirms it is in discussions
with The Economist Group Board and trust-
ees regarding the potential sale of our 50
percent share in the Group," a Pearson
spokesman said.

The announcement comes just two days
after Pearson agreed to sell the Financial
Times to Japanese media group Nikkei for
£844 million ($1.3 billion, 1.2 billion
euros), saying that it wanted to focus solely
on the education publishing sector which
accounts for most of its business.

Investment company Exor, controlled
by the Italian Agnelli family which

founded Fiat and owns the Juventus
football club, said in a statement that it
was "in discussion” to increase its five
percent holding in The Economist
Group but that any stake would remain
below 50 percent.

"Were it to proceed, Exor's increased
investment would in any event represent a
minority shareholding... reflecting Exor's
strong commitment to the editorial inde-
pendence that lies at the heart of The
Economist's ethos and success," the state-
ment said.

The Financial Times cited people
familiar with the matter saying The
Economist Group stake was wvalued at
£400 million ($620 million, 565 million
euros), and reported one source to say an
agreement was not imminent but
expected over the summer,
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Debt conundrum to keep Greek
banks in months-long freeze

REUTERS, Frankfurt/Athens

Greek banks are set to keep broad cash
controls in place for months, until fresh
money arrives from Europe and with it a
sweeping restructuring, officials believe.

Rehabilitating the country's banks
poses a difficult question. Should the euro
zone take a stake in the lenders, first
requiring bondholders and even big
depositors to shoulder a loss, or should the
bill for fixing the banks instead be added
to Greece's debt mountain?

Answering this could hold up agreement
on a third bailout deal for Greece that nego-
tiators want to conclude within weeks.

The longer it takes, the more critical the
banks' condition becomes as a 420 euro
($460) weekly limit on cash withdrawals
chokes the economy and borrowers' abil-
ity to repay loans. "The banks are in deep
freeze but the economy is getting weaker,"
said one official, pointing to a steady rise
in loans that are not being repaid.

This cash 'freeze' is unlikely to thaw
soon, although capital controls may be
slightly softened, such as the loosening on
Friday of restrictions on foreign transfers
by businesses.

“Ultimately, you can only lift the capital
controls when the banks are sufficiently
capitalized,” said Jens Weidmann, the
head of Germany's Bundesbank, which
pushed the ECB to pare back bank fund-

ing, leading to their three-week closure.

The debate is interlinked with a wrangle
over reforms, about Greek sovereignty in
the face of European controls and whether
the country can recover with ever rising
debts that have topped 300 billion euros,
far bigger than its economy:.

Were another 25 billion euros to be
piled on top - the amount foreseen for the
recapitalization of Greek lenders - it would
add to debts that the International
Monetary Fund has argued are excessive.

Greek officials, alarmed by a downward
spiral in the economy, want an urgent
release of funds for their banks.

Four big banks dominate Greece. Of
those, National Bank of Greece, Eurobank
and Piraeus fell short in an ECB health
check last year, when their restructuring
plans were not taken into account. The
situation is now dramatically worse,

"We want, if possible, an initial amount
to be ready for the first needs of the banks,"
said one official at the Greek finance minis-
try, who spoke on condition of anonymity.
"That should be about 10 billion euros."

Others, including Germany, however,
are lukewarm and could push for losses for
large depositors with more than 100,000
euros on their accounts, or bondholders.

There are more than 20 billion euros of
such deposits in Greece's four main banks,
dwarfing the roughly 3 billion euros of
bonds the banks have issued.
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Thai Airways to cut
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