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MODI’S EMBRACE OF FREE TRADE 
IS TAKING INDIA PLACES

The world seems to be standing on its head… 
well, almost. The free trade evangelists of 

yesterday have turned protectionist. Just look 
at the US under President Donald Trump. His 
America First agenda is actually a thinly-veiled 
protectionist programme that seeks to shield 
American companies from the competitive 
headwinds that they were in large measure 
instrumental in unleashing around the world. 

Large parts of the Europe also seemed to 
be going the same way till the French elections 
threw up a thankfully middle of the road 
government that has eschewed the tactics that 
some of its more extreme parties, which many 
considered favourites to win, were espousing.

The UK has wavered somewhere in between. 
Following the Brexit vote, Theresa May’s 
government has made many of the right noises 
about embracing freer trade with the world but 
perceptions about her government’s immigration 
policy is still causing brows to furrow in many 
global capitals including New Delhi.

Contrast this with Narendra Modi’s concerted 
efforts to modernise the Indian economy in 
partnership with the rest of the world, including 
those like China with which India has a number 
of outstanding issues that often stand out as 
pain points.

India has reached 
out to Japan for 
support on various 
dedicated freight 
corridors and the 
Bullet Train project, 
to China for help on infrastructure, to Korea for 
consumer electronics and the West for defence 
platforms and high technology goods.

Then, it has extended a helping hand to 
India’s neighbours, the lesser developed parts of 
the ASEAN, the African continent, Central Asia 
and the nations within the Indo-Pacific region in 
a spirit of partnership for mutual benefit.

Modi has, in effect, extended his evocative 
domestic slogan of Sabka Saath Sabka Vikaas 
(Development for All) to the foreign policy arena 
in keeping with the age-old Indian tradition of 
Vasudeva Kutumbakam (the world is one family). 
His Davos speech has only amplified this 
refreshing approach.

Though President Trump has said the right 
things about India, his administration has 

tightened the visa regime, not only making 
it difficult for Indian IT companies to service 
their large clients in the US but also, ironically, 
made it that much more tough for American 
companies to maintain the financial viability of 
many of their critical operations for which Indian 
IT support is sine qua non.

Then, after walking out of the Paris Climate 
deal – a thoroughly misguided step in my 
opinion – the US administration is now intent 
upon placing roadblocks on the path to India’s 
march to the leadership position on renewable 
energy by dragging New Delhi repeatedly to 
the World Trade Organisation (WTO) for trying 
to encourage its domestic solar equipment 
manufacturing industry.

The irony of this action is that a US 
victory on this count at WTO will not really 
benefit American companies much. The main 
beneficiary is likely to be China, which accounts 
for 80 per cent of all solar modules used by 
India’s solar power producers.

Surely the world needs more global trade 
and not less. The unprecedented prosperity 
enjoyed by the US and Western Europe since 
the end of the Second World War was due only 
to one factor – free trade and the complete 

negation of 
protectionism. 

Now, the very 
countries that 
benefited most from 
free trade seem to 
be turning their back 

to it and those, like India, that had remained 
suspicious of the market are embracing it 
enthusiastically. 

Prime Minister Modi has invested great 
personal political capital and taken great 
political risks by throwing India’s doors open 
further to global competition. The results are 
showing – in the form the falling levels of 
poverty, growing prosperity, high growth rates, 
a sustained and dramatic improvement in 
competitiveness (as reflected in the country’s 
ranking on the World Bank’s Ease of Doing 
Business Index) and a dramatic 61 per cent 
increase in inflows of foreign direct investment. 

I only hope President Trump and others also 
quickly realise that this was what made their 
countries great as well.

Modi has, in effect, extended his evocative 
domestic slogan of Sabka Saath Sabka Vikaas 
(Development for All) to the foreign policy arena 
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As we begin the New Year, ‘India Investment Journal’ 
presents its annual curtain-raiser edition packed with 

a look-back at some of the highlights of 2017 as well as a 
review of what can be expected in 2018.

As part of Snapshot 2017, we have collated the 50 
standout inbound investments that India attracted in the 
course of last year. From Peugeot’s acquisition of India’s 
iconic Ambassador brand to the Adani Group’s partnership 
with Saab to manufacture fighter jets, the deals cover a wide 
spectrum of sectors and industries.

From a wider foreign direct investment (FDI) perspective, 
Invest India, the country’s main investment promotion agency, 
offers an Expert View on how the last 12 months saw India 
break into the top-100 club in terms of ease of doing business, 
receive record FDI of $60.1 billion and earn an upgrade in its 
credit rating from Moody’s. The FDI trends of 2017 seem to 
validate the Indian government’s efforts towards improving the 
ease of doing business in India along with the relaxation in  
FDI norms.

Invest India also presents case studies of some of the 
success stories of investments flowing into India, including 
Danish company Vestas, the Indo UK Institute of Health (IUIH) 
and Ontario-based Vmedia Inc.

As part of our New Year review, we take stock of the major 
Flagship Schemes of the Narendra Modi led government. 
While Make in India seems to be paying dividends, Digital India 
has notched some successes but needs to pick up pace on 
the smart cities initiative. Start-up India is gradually moving 
towards a more mature eco-system and Power for All, aimed at 
providing electricity connections to every single household in 
India, made significant strides in 2017.

The Realty Corner segment looks ahead at some of the 
trends to watch out for as India’s real estate industry sailed 
through a year of transformation effectively to step into 2018 
with optimism and drive to reach new milestones, according to 
our property expert.

A special Rewind 2017 segment spread through the edition 
highlights some of the key reports from the past year in an 
attempt to capture a flavour of the year just gone by.

In hindsight, last year was one of consolidation for the 
Indian economy as it gradually regained its growth momentum 
in the wake of implementing a historic reform in the form of the 
Goods and Services Tax (GST). The year 2018 will see that 
momentum gathering pace, with most forecasters  
expecting acceleration. 

As we edge closer to Indian finance minister Arun Jaitley’s 
annual Budget on February 1, all eyes will be on the key 
economic indicators to try and determine the trajectory of 
growth for the year.

Meanwhile, here is a quick recap for our readers along with 
New Year wishes from the India Inc. team.

EDITOR’S NOTE

Aditi Khanna
Editor, India Inc.
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India has been fighting a battle to protect what it believes are 
the basic principles of multilateralism on which the World 

Trade Organisation (WTO) is built. Commerce and industry 
minister Suresh Prabhu was in the UK in January, just weeks 
after a fraught ministerial meeting of the organisation in Bue-
nos Aires which ended in no substantial agreement.

The central stumbling block, as far as India is concerned, 
revolves around the US going back on its commitment to find 
a permanent solution to the 
public food stock holding issue. 
“This is an issue on which there 
should not be any dispute at all. 
Governments have to protect 
against malnutrition and hunger 
by ensuring a public distribution 
system for food. No one can fault this view,” the minister told 
‘India Investment Journal’ in reference to the country’s stand on 
holding excess food stocks to ensure food security for millions.

India has also clashed with the US over its attempt to 
impose trade retaliatory measures on solar cells and solar 
modules. In December, the US filed a request at the WTO 
seeking authorisation from WTO’s dispute settlement body 
(DSB) to “suspend concessions or other obligations with 
respect to India” on solar cells and modules due to India’s 
failure to comply with recommendations and rulings of 
the DSB. India has maintained there is “no legal basis” in 

the US request because India has “ceased to impose any 
measures found inconsistent with the DSB’s rulings and 
recommendations” in the solar dispute.

In an increasing sign that India wants to take charge of the 
discussions to determine the course that WTO negotiations 
will take, Prabhu has announced plans to host a mini-
ministerial meeting of WTO in India next month to take the 
organisation to a “new level”.

He said: “India is not driven 
by self-interest alone and 
therefore we invite all countries 
to participate… Some countries 
have questioned the WTO itself 
but that’s because we need a 
whipping boy. In my opinion, 

we need to make sure that this organisation is protected, 
promoted and taken forward.

“We can revisit each aspect [of WTO] and make it more 
effective and more transparent as an instrument of bringing 
change… The idea is not to reduce the quantity of trade but 
expand global trade for the benefit of people.” 

Stressing that development must remain at heart of global 
trade, Prabhu warned against voices calling to abandon the 
Doha Development Round of WTO negotiations.

“The WTO has worked pretty well in the course of the last 
few years and resulted in unprecedented expansion of global 

COVER STORY

India’s Minister for Commerce and Industry, Suresh Prabhu, has taken a 
vehement stand in favour of the World Trade Organisation (WTO) and told ‘India 
Investment Journal’ that the US will come around to its views on food security for 
the world’s poor.

India vows to protect and promote WTO

Prabhu has announced plans to host a mini-
ministerial meeting of WTO in India next month to 
take the organisation to a “new level”.
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trade. It offers us the best possibility of addressing poverty and 
other issues,” he said.

Drawing a parallel with the United Nations, the minister 
pointed to the fact that unlike the UN every country has a 
veto and attributed the failure of the Buenos Aires round in 
December last year to this veto.  

Commonwealth
Prabhu’s championship of multilateralism also extends to the 
Commonwealth, into which he believes India can inject “new 
dynamism”.

He said: “The Commonwealth must create wealth and work 
on trade issues. India is fully committed to promote the idea 
of the Commonwealth as a strong trading bloc and remove 
roadblocks. There is huge potential of investment within the 
Commonwealth and it is the right time to reinvent it into new 

entity altogether.” 
The minister, who was in charge of Indian Railways 

before taking over the commerce ministry, indicated that 
Prime Minister Narendra Modi’s visit to the UK for the 
Commonwealth Heads of Government (CHOGM) summit 
in April will mark a turning point in this reinvention of the 
organisation. 

India-UK ties
As a precursor to the PM’s visit, he held bilateral talks with 
his UK counterpart, minister for international trade Liam Fox, 
under the aegis of the India-UK Joint Economic and Trade 
Committee (JETCO) meeting in London. He revealed that the 
UK had expressed a growing interest in India’s growth story 
and that India-UK ties were “very strong and equally balanced 
from both sides”. A Joint Trade Review conducted by both 
countries will now form the basis for the work of the India-UK 

Joint Working Group on Trade, established to remove hurdles 
in the path of a post-Brexit free trade agreement (FTA).

“India is on track to grow faster and these talks were 
extremely forward looking but much more needs to be done. 
However, we have begun the year on a very good note,” 
Prabhu said.

During ministerial discussions, India also raised its concerns 
over the mobility of its professionals and reducing “prohibitive” 
visa fees and called for a scheme which would allow Indian 
professionals to apply for a six-month UK visa and get access 
for two years.

“The services sector has to be present on the ground 
to provide services and visas create lots of issues for 
professionals. We stressed on the difference between  
mobility and migration and I am sure of a positive outcome,” 
Prabhu said.

On the bilateral front, the minister also revealed the setting 
up of a new special cell within Invest India to encourage UK 
companies do business in the country and a planned joint 
event on start-ups to be held in India in March. Energy and 
advanced manufacturing sectors were highlighted as some  
of the focus areas for what Prabhu has declared a “new  
industrial revolution”.

Highlighting that India has now revived the stalled talks on 
a free trade agreement (FTA) with the European Union (EU), 
the minister made it clear that India does not intend to take any 
sides in the UK-EU clash over Brexit.

“The decision the EU and Britain have taken as a result of 
the referendum is between them. We are friends with both 
and hope for a very good outcome and good relations. Even 
divorces can be mutually agreed and we hope this divorce is 
not very acrimonious and both sides part on a happy note,”  
he said.

Suresh Prabhu at a Confederation of Indian Industry (CII) event during his UK visit in January 2018
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The Narendra Modi government 
announced several flagship schemes after 
coming to power in 2014 – Make in India 
to boost domestic manufacturing, turn 
the country into the world’s factory and 
generate employment for millions; Digital 
India, to connect all of India digitally and 
to ensure that the fruits of governance 
reached even the most remote hamlet in 
the farthest corner of the country; Start-
up India, to boost the innovation eco-
system in India and to provide an avenue 
for young entrepreneurs to get their ideas 
to the market; Power for All, to provide 
electricity connections to the 240 million 
Indians who still live in darkness a full 
seven decades after Independence; and 
Swachh Bharat Abhiyan, to build toilets in 
every house in order to make India open-
defecation-free and improve the health 
and hygiene of millions of poor who suffer 
because of inadequate sanitation facilities.
For the New Year edition of ‘India 
Investment Journal’, we have reviewed 

the progress of the first four – mainly 
because of their high economic potential 
– and were pleasantly surprised to 
see that these initiatives have already 
started making a difference to the ground 
realities of the sectors they deal with. 
For example, for the first time ever, Make 
in India has ensured that India’s output 
of electronic goods is greater than the 
value of imported electronics items. Then, 
India has already become the world’s 
third-largest start-up eco-system and is 
expected to displace second-placed UK 
to emerge behind the US in a very short 
while. Thousands of new jobs are also 
being created along the way. 
But we must add a caveat: these are early 
days but the first signs of success are 
already visible. And Power for All, which 
promises to light up the lives of a quarter 
billion people by the end of the current 
year, could be just the right dose for 
economy to move into a higher  
growth trajectory.

GAINING MOMENTUM
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India’s investment climate has never been better. Prime 
Minister Narendra Modi’s initiative to reform-perform-and-

transform has conclusively catapulted India into a higher orbit. 
The last 12 months saw India break into the top-100 club, on 
ease of doing business, receive a record FDI of $60.1 billion 
and earn an upgrade in its credit rating from Moody’s. 

Make in India has enabled 
long-term structural changes 
such as opening new sectors 
for FDI, increasing the ease of 
doing business, cutting the red 
tape and improving the physical 
infrastructure. Since the launch of 
the “Make in India” campaign, the 
cumulative foreign direct investment 
(FDI) flows into India reached $160.9 billion during the last 
three financial years from 2014-15 to 2016-17, reflecting an 
almost 50 per cent increase from the $81.8 billion recorded 
in the preceding three years. The FDI inflow into India during 
April-September 2017 itself stood at a record $33.75 billion. 
There are three different sets of macro-economic indicators 

that point to a boost in India’s industrial activity – the increase 
in the number and value of industrial projects being set up, rise 
in FDI and growth of merchandise exports.

At a time when global FDI flows fell, the United Nations 
Conference on Trade and Development (UNCTAD), in its latest 
World Investment Report 2017, ranked India as one of the 

highest recipients of foreign direct 
investment (FDI) in 2016. While 
overall cross-border greenfield 
investments grew just 6 per cent, 
India managed to keep the crown 
as the world’s number one location 
for greenfield capital investment for 
the second year running – ahead of 
China and the US. 

REFORM TO TRANSFORM
The FDI trends reflect the Government’s efforts towards 
improving the ease of doing business in India along with the 
relaxation in FDI norms.

We have improved on indicators like dealing with 

2017: A YEAR OF FDI GROUNDINGS 
FOR INDIA

by Dushyant Thakor and Siddharth Goud

The New Year promises to continue the upward swing in foreign direct 
investment (FDI) flowing into India, according to the country’s main investment 
promotion agency.

EXPERT VIEW

With rising demand for cold-chain 
infrastructure and logistics, agriculture and 
horticulture are touted to emerge as the 
sunrise sectors, raising the potential for India to 
become the food factory of the world by 2035.
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construction permits, getting credit, protecting minority 
investors, paying taxes, enforcing contracts and  
resolving insolvency. 

The introduction of GST, as one of the biggest tax reforms 
in independent India, has unified an array of indirect taxes 
under one tax structure, effectively unifying the nation as a 
single market, and simplifying business.

By removing the cascading effect of taxes, GST has 
provided a much-awaited impetus to the manufacturing 
sector, which was previously subject to multiple indirect 
taxes that increased administrative costs for manufacturers 
and distributors. The logistics sector has also become one 
of the main beneficiaries of the new GST regime. GST has 
eased entry across states, resulting in a phenomenal increase 
in asset utilisation and operational efficiency, thus enabling 
trucks to increase their travel distance by around 30 per cent. 
Firms are now able to redesign supply chains and centralise 
hub operations to take advantage of scale economies by 
employing efficient practices such as bulk-breaking and cross-
docking from a central location. This space is attracting new 
investment opportunities and many start-ups are looking to set 
up technology-based mini warehouses along the highways.

GST, in the long run, will enable financial inclusion in the 
economy and is expected to benefit economic activity and 
fiscal sustainability by reducing the cost of complying with 
multiple state tax systems, drawing informal activity into the 
formal sector, and expanding the tax base.

The Government has also eased 87 FDI rules across 
21 sectors in the last three years, opening up sectors like 
rail infrastructure and defence. To further liberalise the 
manufacturing sector (that allowed 100 per cent FDI under 
the automatic route), 100 per cent FDI under government 
approval route was allowed for retail trading, including 
e-commerce, in respect of food products manufactured in 
India. The Department of Industrial Policy and Promotion 
(DIPP) also issued an updated Foreign Direct Investment 
Policy that establishes a new streamlined procedure for 
government approval by defining sector-specific administrative 
departments in ministries as ‘Competent Authorities’ 
empowered to grant government approval for FDI. 

In the spirit of cooperative federalism, the State 
Governments have also kept up with the Central Government’s 
mantra of reform-perform-transform. At least 32 State and UT 
Governments submitted evidence of implementation of 7,124 
reforms to the Department of Industrial Policy and Promotion, 
who in partnership with the World Bank Group released the 
results of the Assessment of State Implementation of Business 
Reforms 2015-16. The results of the assessment have 
demonstrated that States have increasingly risen to addressing 
the challenge of making it easier to do business as the national 
implementation average saw a 16 per cent increase. 

THE INDIA OPPORTUNITY
The investment trends in India have shown pan-sector growth. 
Since the launch of the “Make in India” campaign, FDI grew in 
aviation and mining (both, six times), automobile and auto-
components (1.7 times), gems and jewellery (3.5 times), 
electronics and IT (4.4 times), information and broadcasting 
(1.9 times), sea transport and ports (6.8 times), as well as 
textiles and apparel (2.2 times). 

India needs investments and technologies that provide 
infrastructure and jobs for an urbanising India, clean energy 
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to support industrialisation and quality healthcare for the 
productive workforce. A number of FDI projects announced 
in 2017 reflect these areas. Some of these projects have 
contributing to the India growth story in themes such as 
industrialisation, urbanisation, social sector and environment. 

Recent entrants include electrical equipment, cement, 
trading, information & broadcasting, metals, hotels & tourism, 
and hospitals & diagnostics. This shows a skew in favour of 
manufacturing and labour-intensive services.

2017 was a blockbuster year for merger and acquisition 
(M&A) activity in India with deal values increasing by 53.3 per 
cent to $77.6 billion, compared with $50.6 billion in 2016. 
The communications sector witnessed 42.7 per cent of deal 
activity, worth $33.17 billion across 65 deals, followed by the 
energy sector with a 21.34 per cent share and $16.57 billion 
in deal value. The industrial sector accounted for 10 per cent 
of deal activity worth $7.8 billion and the financial services 
sector for 9.5 per cent, clocking $7.36 billion in deal value. In 
terms of deal type, cross-border transactions accounted for 
nearly 58 per cent, with a combined value of $45 billion across 
235 deals. The India growth story has never been so attractive 
and is requiring greater capital allocation as most corporates 
have India on the top of their agenda.
Automotive 
The year saw prominent ‘Made-
in-India, for the world’ examples 
including: Renault’s export of its 
Kwid to Bhutan, South Africa, Sri 
Lanka, Nepal and Bangladesh; 
Suzuki’s Baleno to Japan; Suzuki 
Motorcycle’s Gixxer to Japan; 
Honda’s Jazz to South Africa and 
Volkswagen’s Vento to Mexico. India 
became the fourth largest market in 
the world this year. 

A number of major investments were announced - Suzuki 
announced fresh $570 million investment in Gujarat car plant, 
taking total investment to more than $2 billion. Volkswagen 
India crossed 150,000 units in vehicle production registering 
positive production growth sixth year in a row.  Jaguar 
India announced the start of local manufacturing of its first 
performance SUV, F-Pace. MG Motors launched its first 
manufacturing unit in India, targeting 30 per cent female 
workforce, one of the highest in the industry.  Swedish luxury 
car maker Volvo Group rolled out its first Made in India car 
XC90 From Bangalore Plant. In December 2017, Jeep 
Compass sales have crossed the significant milestone of 
10,000 units in just four months of launching this Made in India 
Sports Utility Vehicle.
Aerospace & Defence
The defence ministry introduced the strategic partnership (SP) 
model in May 2017. The model envisages the establishment 
of long-term strategic partnerships under which select private 
firms will be roped in to build military platforms like submarines 
and fighter jets in India in partnership with foreign entities. The 
SP model supplements the opening of foreign investment in 
the defence sector and will help in bringing foreign companies 
either through FDI route or through technology transfer. 

French major Dassault Aviation is investing over €100 
million in a joint venture with Reliance Aerospace to 
manufacture aircraft components. The Dassault-Reliance joint 
venture represents the largest FDI in the defence sector in 

India. The foundation laying ceremony of the manufacturing 
facility was held in Mihan SEZ in October 2017. 

India became a member of the Wassenaar Arrangement 
in December 2017. India’s entry will help facilitate high 
technology tie-ups with Indian industry and ease access to 
high-tech items for defence and space programmes. 
Energy
India receives its largest FDI ever with Russian oil major 
Rosneft, oil trader Trafigura and Russian fund UCP purchasing 
a 98.26 per cent stake in Essar Oil for $ 12.9 billion. Trafigura 
and Rosneft are the latest international companies after Royal 
Dutch Shell and BP to enter the Indian fuel retailing market. 

India has embarked on the world’s largest renewable energy 
expansion programme, with a 175 GW target by 2022, and 
the world has taken notice. Global renewable majors such as 
Vestas from Denmark, SANY from China and Gamesa from 
Spain are setting up or already manufacturing wind turbines 
and its components. We see an emerging trend that foreign 
investors are collaborating with Indian players on next-gen 
technologies such as fuel cell, solar module cleaning robots, 
preventive maintenance of grid and auto tilt technology for 
solar modules. Renewable energy investment across India got 
$400 million boost from the European Investment Bank – YES 

BANK initiative. 
Moreover, India is taking a 

leading role in the International 
Renewable Community and was a 
leading country along with France 
in formation of International Solar 
Alliance (ISA). ISA became a legal 
entity in December 2017, with its 
headquarters in India.

The year came to a power-
packed end with the Kundankulam 

Nuclear Power Plant reaching its full generation capacity and 
becoming the first nuclear plant in India to generate 2,000 
MW of power.
Agriculture & Food Processing
India was showcased as the preferred investment destination 
in the food processing sector at World Food India 2017 in 
November 2017. WFI strengthened India’s position as a global 
food factory and the event attracted investment intent worth 
about $13.56 billion from domestic and foreign investors. 

In June 2017, Coca-Cola Company announced 
contribution, along with its partners, of over $1.7 billion in 
next five years to the Indian agriculture ecosystem through 
a concept called ‘fruit circular economy’. Cargill India is 
expanding its presence in the country and has prepared a plan 
to broaden its portfolio, which includes aqua feed and aqua 
premix, animal feed, plant for transfer fuels, strengthening 
edible oil brand, corn wet milling, and cocoa products for 
catering to the needs of chocolate making companies. Around 
$240 million in investments has been committed by its parent 
for the Indian market over the next few years.

With rising demand for cold-chain infrastructure and 
logistics, agriculture and horticulture are touted to emerge as 
the sunrise sectors, raising the potential for India to become 
the food factory of the world by 2035. 

INVEST INDIA
As a vital cog in this wheel of development, stands Invest India, 
the national investment promotion and facilitation agency, 

GST, in the long run, will enable financial 
inclusion in the economy and is expected 
to benefit economic activity and fiscal 
sustainability by reducing the cost of 
complying with multiple state tax systems, 
drawing informal activity into the formal sector, 
and expanding the tax base.
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which has helped ground close to $8 billion investments 
and currently has $80.5 billion worth of FDI proposals under 
“active facilitation”.

An award-winning Investment Promotion Agency, Invest 
India hand holds foreign investors into the Indian market as a 
one stop shop for help throughout their investment lifecycle. 
It works with multiple government stakeholders such as the 
central line ministries, independent regulators, state & local 
governments and Indian missions abroad, by helping with 
license approvals & incentives, issue resolution, support for 
global events and policy advocacy.

Invest India endeavours to shrink the time taken for the 
investor from the concept to the commercialisation. The 
agency facilitated the entry of Danish wind turbine major 
Vestas, which started manufacturing in India within 15 months 
of approval from their global board and project announcement. 
This was the fastest in Vestas’s history and beat the earlier 
record held by China by more than two months. Within 15 
months, they were able to procure more than 20 permits 
and invest about $100 million to establish a greenfield 
manufacturing unit in a 36-acre plot off the Ahmedabad-
Rajkot highway, thus creating 1000 jobs. This is an example 
of how the various investments announced in 2014-15 are 
now materialising and bearing fruit for the “Make in India” 
campaign. 

Start-up India, another Invest India initiative, nurtures home-
grown entrepreneurs, who play a critical role in innovation 
ecosystem and in employment generation. Multiple domestic 
start-ups facilitated by Invest India have changed lives and 
created national impact. The story of Sagar Defence is a case 
in example. The Start-Up India team India helped, with aspects 
such as restructuring the way the firm was incorporated, 
with the business plan and with procuring defence related 
permit and licenses. Today, Sagar Defence is among the most 
successful start-ups in India and globally supplies unmanned 
vessels at less than 60 per cent of the earlier cost being 
incurred by the armed forces. 

ROADMAP 2018
The new year began with the next round of FDI reforms, as 
the Government unveiled measures to liberalise FDI regime 
in single-brand retail by allowing 100 per cent FDI without 
prior government approval and easing local sourcing norms. 
They have allowed foreign investors to own up to 100 per 
cent stake in real estate brokerages and foreign portfolio 
investors to purchase stakes of up to 49 per cent in power 
exchanges directly under the automatic route. Apart from the 
new industrial policy that will be coming out in early 2018, 
the Government is targeting 90 reforms including quicker 
construction permits, simpler registration of new companies 
and Aadhaar-based identification of directors to achieve  
a higher ranking in the World Bank’s ease of doing  
business index.

Manufacturing is going to be the big theme for 2018. The 
Nikkei India manufacturing Purchasing Managers’ Index (PMI) 
has growing at the fastest rate in five years in December 

2017. Landmark FDI projects are expected to fructify in 
food processing, cold chain infrastructure, electric vehicles, 
logistics & warehousing, aerospace and defence, R&D and 
renewable energy in 2018.

According to the World Bank’s Global Economic Prospects 
report, India is expected to accelerate at a 7.3 per cent growth 
rate in 2018 and reclaim the position of fastest growing major 
economy this year.

VESTAS
Winds of Change
When Shikarpur region of Gujarat started witnessing 
skyscraping windmills thrusting into its soil, people were 
skeptical. With the industry in Kutch limited to cotton, crafts, 
minerals and rubber they had limited knowledge about 
windmills & alternate energy. And even less about the job 
generation from this change. Today a unit of this new energy 
company has created 1000 direct and 3000 indirect jobs 
leaving the people of Shakarpur pleasantly surprised. They 
didn’t have to travel far & wide for a job, now their job was 
closer to home. And it’s Invest India who made this possible.

What led to this turn of events was a query on make in 
India portal from Vestas’ - A Danish company operating in 
India since 1989. They sought assistance in getting some 
20 licenses/permits for setting up a blade manufacturing unit 
which Vestas’ chairman, Bert Nordberg & President Anders 
Runevad had promised to PM Narendra Modi. They wanted 
to establish a green-field manufacturing unit but to meet 
their project deadline it was important for them to get timely 
approvals which was becoming difficult.

So Vestas’ turned to Invest India for support and what 
they experienced was phenomenal speed of achieving what 
seemed unachievable. “We received most of the clearances 
in no time because of Invest India team. For instance, the 
Consent to Establish, an extremely critical clearance to start 
construction work was to be taken. We had taken a lead 
time of 60 days but with Invest India team we achieved it in 
22 days. Similarly, Gujarat Transmission Corporation officers 
worked hard to ensure power availability at the factory site by 
reducing the lead-time from 18 months to six months. This 
was very impressive” shares Clive Turton. From assessing 29 
states on more than 30 parameters, to zeroing in on Gujarat as 
the perfect site and even awarding Vestas’ with a 15 per cent 
discount on electricity bills for five years, Invest India team was 
there every step of the way to ensure that India moves towards 
new energy quickly & smoothly. The team also introduced 
Vestas to the Skill Council with whom they later signed an 
MoU, promising employment of over 60 Suryamitra candidates. 
Infact, Turton was amazed that it wasn’t just Invest India but 
also MNRE, DIPP, Finance and Environment Ministries too 
who extended seamless support assuring them that it’s not  
just one man but a collective ambition to make India better  
than before.

French major Dassault Aviation is investing over €100 million in a joint venture with Reliance Aerospace to manufacture 
aircraft components. The Dassault-Reliance joint venture represents the largest FDI in the defence sector in India.
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What was even more impressive was the project completion 
timeline by Invest India. This project was completed and a 
unit established in 15 months, the shortest time ever taken to 
establish by Vestas’ anywhere in the world. Now that certainly 
speaks volumes about the efficiency and dedication team 
Invest India has towards their cases as well as the country. 

IUIH
Affordable Healthcare For All
They say great things are done with a series of small things 
brought together. Dr. Ajay Rajan Gupta has brought the 
minutest of things together to create the Indo UK Institute of 
Health (IUIH). One of the most ambitious projects in the world, 
which will create facilities with 11,000 beds, 25,000 nurses 
and 5,000 doctors, all working to provide affordable medical 
access to about 400 million Indians. And standing by his side 
like a pillar of strength is team Invest India.

Born in Ludhiana and practicing medicine in the UK, Dr 
Ajay Gupta’s dream was to provide the best of healthcare at 
affordable prices to India. It was this thought that made him 
set up a team with the best talent from the National Health 
Service. After an initial round of meetings with the U.K. 
Government and the then British Prime Minister Mr David 
Cameron in early 2015, Dr Gupta’s idea

found resonance with the UK government. What 
strengthened his vision further, was a meeting with the Indian 
PM Narendra Modi during his UK visit in November 2015. 
The result was a £1-billion joint statement, between the two 
Prime Ministers, on developing 11 Indo UK Institutes of Health 
medicities across India. He knew that things would move here 
on but Dr Gupta had another advantage. He was already in 
contact with Invest India team, which was helping him out 
every step of the way.

Dr. Gupta, first, got in touch with Invest India through the 
Make in India portal, in December 2014. He had signed up 
with UK’s leading companies for his project ,when the Punjab 
government asked them to create a group company. Doing 
this would’ve resulted in losing out important stakeholders 
from the project. Invest India knew exactly how to sort the 
issue with the government. They discussed the case with the 
state government urging them to consider healthcare as an 
important sector for FDI by promoting investments in  
the sector.

With the joint statement being released in the UK , with PM 
Narendra Modi, things started to streamline. Since then Invest 
India has been tirelessly working on this mammoth project 
along with multiple stakeholders in the private & public sector. 
From business plan development to location assessment 
& identification, Invest India team took charge of the entire 
project. The company has already laid the foundation stone 
in Amaravati & Nagpur out of a total of 11 sites identified for 
the project. Invest India continues to support the project. Dr. 
Gupta couldn’t have asked for a smoother run than this in 
setting up operations in India. “Team IUIH is very proud that 
Invest India is facilitating the whole project like their own. 
INVEST INDIA is available 24 hours and their never say no 
attitude is what is being liked by NHS and UK Govt,” wrote 
Dr. Ajay Gupta in a warm mail congratulating the team for their 
unyielding efforts.

Shorter time frames for decision making, investor friendly 
policies, fundamental shifts impacting the entire future of the 
country across all sectors and bringing in a new pattern in 

governance, sums up Invest India. A change that surely is 
reflective of a new India that is being built just the way PM 
Narendra Modi’s envisioned it. 
 
Vmedia INC
Race Against Time
Can a telecommunications company be formed and put into 
operations within a span of two months? If your answer is no, 
then you certainly have not seen the speed with which Invest 
India team executes projects. What happened with the Ontario 
based Vmedia Inc, is an example of Invest India’s efficiency in 
assisting with any kind of business query. This DSL & Cable 
internet service company approached Invest India in June 
2016. They had set August 2016 as the targeted deadline 
to start operations. With such tight timelines, the Invest India 
team took this up as a challenge.

But doing it right was as important as doing it with speed. 
So within 48 hours of meeting the team from Vmedia Inc the 
company’s name extension issue was resolved. Simultaneously 
they were also assisted in getting it incorporated swiftly. 
The clock was ticking and without wasting a single day the 
Invest India team arranged for site visits in Telangana with full 
guidance on rules, regulations, incentives etc. within a period 
of 10 days. Meetings with relevant state government bodies 
helped Vmedia management understand registrations and 
incentives that they would need to comply with. Invest India 
also facilitated support on necessary OSP license and SEZ 
policy approvals.

For Invest India, their work doesn’t end with what the 
querent demands. The motive is to provide every possible 
benefit to the company in question. Hence they ensured, that 
the investor was provided support from the Telangana state 
government in getting free training for all its employees

from the TASK state government academy for skill and 
knowledge. TASK also promised to support the company by 
sourcing them able candidates for their company.

Before the alarms went off on this two-month period, the 
company was up and running in August 2016. An impossible 
task executed with perfection by the highly productive team 
of Invest India. It was a result of their dexterity that India got a 
100 per cent FDI of $0.1 million from this Canadian company 
creating 50 jobs this year projecting an increase to 150 jobs in 
the next five.

Dushyant Thakor (left) is Vice-President, Invest India, and 
Siddharth Goud (right) is an Associate at the agency.
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The Narendra Modi government’s Make in India initiative 
seems to be paying dividends. For the first time ever, 

domestic production of electronics exceeded imports. The 
domestic output of electronics in 2016-17 was $49.5 billion 
compared to $43 billion of imports. 

Electronics manufacturing is a major focus area of the 
Indian government and it has announced several measures to 
boost local output of smartphones, televisions, appliances, set-
top boxes and LED lamps.

The government is targeting a turnover of $1 trillion in 
digital activities by 2022 and the manufacture of electronics 
items has been identified as a big a focus area enroute to 
achieving this goal. 

The background
About 12-15 million youngsters 
enter India’s job market every year 
but the country’s predominantly 
service sector-oriented economy is 
not structurally geared to absorb this 
massive influx of human resources. 
The only sector that can  
is manufacturing. 

Rising costs in China are also 
prompting many of the world’s largest companies to consider 
setting up manufacturing bases in alternative locations. So,  
the time may also be propitious for India to present itself as 
that alternative.

Thus, the Narendra Modi government has unveiled the 
ambitious Make in India initiative to place India on the world 
map as a manufacturing hub.

The goal: Ramp up the share of the Indian manufacturing 
sector, which currently accounts for about 18 per cent of the 
country’s GDP, to 25 per cent by 2025 and create up to 90-
100 million additional jobs. 

Infrastructure still a roadblock
India needs FDI as much as the foreign investors need India’s 
low-cost manufacturing bases to make their products and the 
country’s vast domestic market to sell their goods in.

A major roadblock to faster growth rates – a necessary 
pre-condition for generating jobs, spreading prosperity and 

lifting millions out of poverty – is India’s creaking and outdated 
infrastructure. Finance Minister Arun Jaitley has said India 
needs approximately $646 billion over the next five years to fix 
the country’s infrastructure.

That’s about $129 billion every year for five years. Jaitley 
has taken the lead by allocating $90 billion on infrastructure 
creation and renewal in this year’s Budget. With private sector 
investments remaining tepid and banks unable to lend because 
of the NPA overhang, FDI remains the only route to make up 
the deficit. 

Fiscal incentives
To incentivise the local manufacturing of electronics goods, 
and discourage imports, the government has recently 

increased import duties on a number 
of electronic components that go 
the manufacture of items like mobile 
phones and television sets. The idea: 
encourage foreign companies to set 
up factories in India to manufacture 
these items as part of the Make in 
India initiative and generate jobs and 
create local competence in this field.

The import duty on components for 
mobile phone has been increased from 10 per cent to 15 per 
cent and that for televisions doubled from 10 per cent to 20 
per cent.

This approach has already paid huge dividends in the 
automobile industry and enabled the country to emerge as 
the world’s small car hub. Now, the government is replicating 
this tried and tested formula in the electronics sector, which 
accounts for the second largest component after oil in India’s 
import bill. 

Focus on defence sector
Meanwhile, the Modi government’s efforts to develop an 
indigenous defence-industrial base continues to gather place. 
Close on the heels of signing a deal with Russia for the local 
assembly of Kamov helicopters and the launch of the first 
Made in India Scorpeone class submarine, Defence Minister 
Nirmala Sitharaman has cleared the tender for the acquisition 
of 61 air defence guns under the Make in India programme. 

The Narendra Modi government’s relentless efforts to boost domestic 
manufacturing and generate millions of new jobs in the country are slowly 
beginning to bear fruit.

REVIEW

MAKE IN INDIA SLOWLY MAKING A MARK
by India Inc. Staff

The government is targeting a turnover 
of $1 trillion in digital activities by 2022 
and the manufacture of electronics items 
has been identified as a big a focus area 
enroute to achieving this goal. 
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The cost: $1.6 billion.
“The tender cost will be more than Rs 10,000 crore and 

prominent indigenous defence firms such as Tata Power SED, 
Punj Lloyd, L&T, Mahindra Defence, Bharat Electronics Limited 
and the Ordnance Factory Board are expected to bid for the 
contract,” government sources told the media.

These guns will replace the Russian-origin L-70 and Zu-23 
air defence guns. As part of the deal, the Indian company that 
wins the contract will have find a foreign partner that will help 
them make the guns under the “Buy and Make” clause of the 
defence acquisition procedure. The guns will have to delivered 
within seven years. 

Auto sector still leads the way
Every major car company in the world has a significant 
presence in India, which exported about 670,000 passenger 
cars to markets across the world last year. Total passenger car 
production in India also crossed the three million mark, making 
the country the world’s fifth largest auto maker in the world.

South Korea’s Kia Motors became the latest entrant into 
India when it announced an investment of $1 billion on a new 
plant in India – most likely in Andhra Pradesh. This will  
provide a huge impetus to India’s already world class 
automobile sector. 

The Foxconn coup
Foxconn, the Taiwan-based electronics company, is the world’s 
largest contract manufacturer of electronic products – mainly 
mobile phones. It is famous the world over for making Apple’s 
iconic iPhones. Its main manufacturing base is in China.

So, it was nothing short of a coup when the Indian 
government succeeded in convincing it to invest $5 billion in 
India in setting up plants to make mobile phones, chargers, 
batteries, cables and headsets for exports to developed 
markets such as Europe and the US.

“India is already high on our priority list, and we plan to step 
up investments and business here by opening new factories 
and expanding our manufacturing footprint,” a senior Foxconn 
executive has been quoted as saying to the Indian media.

Foxconn is expected to invest almost 60 per cent of its 
proposed investment to set up a display fab unit in India, a 
completely new line of manufacture in India. The company 

also plans to make printed circuit boards, a key component of 
electronics devices, in India. 

The company currently makes phones for companies such 
as Xiaomi, Oppo, Gionee, Nokia and InFocus in India and is 
planning to vertically integrate its operations in this country. 

Incentives for local manufacturing
In order to encourage the manufacturing sector and push the 
‘Make in India’ initiative, the Government of India has, in its last 
budget, reduced the corporate tax rates for MSME companies 
with a turnover of up to $7.6 million. As in most economies, 
it is this sector that does the bulk of the heavy lifting both in 
terms of providing intermediate goods to the large scale sector 
and also in terms of generating the maximum employment. 

Then, the Ministry of Labour & Employment has proposed 
to exempt MSMEs from several inspections to encourage 
and promote manufacturing in the country. There is also a 
proposal to introduce a Make in India Green Channel to ease 
procedures and reduce the cargo clearance time at ports to 
just a few 

Then, the government is working on a policy to encourage 
electronics manufacturing in India. “A new electronics 
manufacturing policy is on the anvil, and we are confident 
of achieving the earmarked targets for local manufacturing,” 
Indian IT Minister Ravi Shankar Prasad told the media. 

Job creation
The flagship Make in India programme will create 100 million 
new jobs by 2020, NITI Aayog Director General and Adviser, 
Anil Srivastava said last month.

“We are in the midst of fourth technological revolution 
where there is a lot of integration of technology is taking place. 
With Make in India, we are targeting the generation of  
10 crore (100 million) new jobs by 2020,” he told a seminar  
in New Delhi. 

Work in progress
It will, thus, be fair to say that the Make in India programme is 
a work in progress; its benefits will become tangible only after 
the plants and factories that are currently being built go on 
stream and start producing the goods they are designed  
to make.
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The government of India has taken up a series of 
measures to improve Ease of Doing Business in 

the country. The emphasis has been on simplification 
and rationalisation of the existing rules and introduc-
tion of information technology to make governance 
more efficient and effective. Today the international 
investor is all ears to the India story as never before. 
Almost every decision-making meeting globally has 
India on its agenda. 

Government Initiatives such as Digital India, Skill 
India, Startup India and Smart Cities is, generating 
the much-needed momentum that is seeing global 
investments and partnerships to make the most of 
this opportunity. Evidence to this excitement are 
the results of such flagship programmes that have 

already started to emerge with large-scale com-
mitments being made by both domestic as well as 
foreign investors. In fact, India received its highest 
ever FDI inflows of $55.7 billion in 2015-16. 

Prime Minister Narendra Modi’s flagship 
programme “Make in India” plans to convert India’s 
manufacturing sector into the engine of growth 
for the economy. India has all the necessary 
resources: technology, manpower, markets and most 
importantly, a will to meet this objective. ‘Make in 
India’ is not only setting new standards of quality in 
Indian manufacturing but also seen as a source of 
employment generation for the youth of our country. 
It represents an attitudinal shift in how India relates to 
investors: not as a permit-issuing authority, but as a 
business partner. 

The introduction of Initiatives such as Invest India 
has only accentuated the positive environment that 
India has to offer to an international investor. Invest 
India is the National Investment Promotion and 
Facilitation Agency and is the first point of reference 
for investors looking to enter India. The experts guide 
investors through their entire investment lifecycle, 
providing them both sector and state specific inputs. 
It is also the investors’ voice to the central and state 
governments to ease the investment process.

Invest India also houses the Start-up India Hub, 
the single point of contact for the entire start-
up ecosystem. It connects start-ups to relevant 
stakeholders in the central and State governments, 
Indian and foreign VCs, angel networks, incubators 

and more. More than a nodal agency, Start-up India 
Hub guides start-ups through their lifecycle – from 
obtaining financing to expansion. 

Invest India is the recent winner of UNCTAD 
Investment Promotion Award 2016 for being one the 
best investment promotion agencies. 

Creation of a single economic union
GST [Goods & Services Tax], a significant step 
towards indirect tax reforms is the harbinger of the 
opera to make India one of the most conducive 
places to do business globally. Manifold taxes, with 
differential rates in different states, created hurdles 
for the smooth conduct of business and added 
costs at every stage, frustrating foreign investors. 
Foreign investment decisions and the expected rate 

THE PROMISE CALLED INDIA
by Adarsh Sharma 

REWIND 2017/Guest Column

India crossed the $300 billion FDI mark at a time when the global economic 
slowdown has had a dampening impact. This speaks volumes of the opportunity 
India as an investment destination has to offer and how timely market reforms 
are creating a positive ecosystem for the international investor.

Adarsh Sharma 
is Assistant Vice-
President, Media 
& Content, at 
Invest India, the 
country’s leading 
invest promotion 
agency globally
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of return from projects often suffered due to these distortions, 
occasionally even deterring fresh investment plans. The 
successful implementation of GST will reverse this, helping 
to attract new investments 
especially from global value 
chains which often aggregate 
inputs from different 
constituencies.

The manufacturing sector, 
in particular, is expected 
to be a big beneficiary 
of GST as the economic 
system becomes more 
competitive. Also since GST 
will be aligned with an information technology platform; the 
tax payment system would also be streamlined. The new tax 
system is expected to become a standardised, and a  
workable format.

Seeing it from a macro level we can safely believe that GST 
heralds several other reforms that the government of India 
is spearheading, and they’re all converging to make India a 
lucrative investment option for foreign investors. 

Collaboration in diversity
The making of public policy for a country as large, populous 
and diverse as India is intrinsically a more complex task than 
in a smaller political unit. Measured by economic growth or 
attainment of human development objectives.

There can, of course, be valid disagreements as to what 
is the “right” policy in a given sector, in a given situation. It 
can be argued that merely because there are errors, changes 
or postponements in policies, one cannot conclude that 

policy-making suffers from weakness. Success is often the 
result of trial and error. Disagreements, often strong ones, 
are common and, in a democratic society, both inevitable and 

healthy. Vigorous debate prior 
to policy-making and adaptation 
in response to debate is good, 
not bad.

A classic example of this 
collaborative effort could be the 
Ease of Doing Business ranking. 
The Department of Industrial 
Policy & Promotion, with support 
from World Bank group and 
KPMG, had carried out an 

assessment framework, consisting 340-point action plan with 
states, capturing the implementation status of various factors 
enabling ease of doing business. The rankings, released in 
2016, allow states to learn from one another and replicate 
success stories, thereby rapidly improving the regulatory 
environment for business nationwide.

Conclusion
India reaching an FDI inflow of $300 billion is only tip of the 
iceberg that is indicative of the India Investment success story. 
With the efforts that are on behind the scenes to make India 
the most favourable investment destination, it is safe to say 
that we are in the midst of very exciting times as the scale and 
opportunities of investing across varied possibilities are bring-
ing forth stronger propositions like never before for the interna-
tional investor. These are supplemented by strong reforms that 
the current government has put in place to create a conducive 
investment environment.

 ‘Make in India’ is not only setting new standards of 
quality in Indian manufacturing but also seen as a source 
of employment generation for the youth of our country. 
It represents an attitudinal shift in how India relates to 
investors: not as a permit-issuing authority, but as a 
business partner.  

2015: India rated most preferred investment destination 
for global investors.

Manufacturing Value Added (MVA) growth up to 7.6% in 
2015, up from 5.5% in 2014.

India jumped 15 spots to 66th position in 2016 in the 
Global Innovation Index; up from 81st in 2015.

Up 19 spots on the Logistics Performance Index 2016 to 
rank 35th in 2016.

India jumped 13 positions to 2nd spot in retail potential 
in the 2016 Global Retail Development Index (GRDI).

In 2014, India was in 71st position on GCI; it has thus 
jumped 32 positions in two years.

2015: India rises to 1st position in the Baseline 
Profitability Index, up from 6th 2014.

India moved up 12 places on the World Bank Ease of 
Doing Business 2016 rankings.

India moved up to 6th position amongst the world’s 
leading manufacturers, up from 9th.

India jumped 16 places to 39th rank in 2016 from 
last year’s 55th position in the Global Competitiveness 
Index (GCI), highest jump of any country this year.

INDIA FDI FACT FILE
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PACKING 
IN A LONG-
TERM INDIA 
STRATEGY

As Swedish retail giant IKEA 
gets set to open up its first 
India store in Hyderabad 
this year, ‘India Investment 
Journal’ catches up with 
IKEA India’s Deputy Country 
Manager Patrik Antoni to see 
how the New Year is likely to 
pan out for the company.

REWIND 2017/Sector Focus

How do you view 2017 for the company in India?

Very exciting times as we are working towards opening our 
first India store in Hyderabad by end 2017. Many people in 
India will soon have access to our home furnishings offer and a 
unique IKEA shopping experience.

India is a very important market for IKEA. We have been 
here for 30 years sourcing products for our stores around 
the world. We are learning a lot from India and we strongly 
believe that India will influence IKEA globally in a very positive 
way, both in terms of a retail market and also growing our 
sourcing landscape with new suppliers, new categories and 
new materials. We plan to open 25 stores by 2025 in the 
major Indian cities. So far we have bought land in Hyderabad 
and Mumbai, we are in parallel looking for sites in the four 
prioritised cities - Delhi NCR, Bengaluru, Mumbai  
and Hyderabad.

Has the journey to the first store been quite a tough one, 
given Indian retail sector constraints?
It has been a very positive journey so far, and we see good 
initiatives coming from government easing the way business 
can be done. We feel supported both from the central 
government and by the states. 

IKEA has a very long term view on India and we want to do 
things right from the start. With the government and the states 
focusing on ease of doing business, processes have become 

faster and more efficient. We also see that there is a healthy 
competition between the states to attract foreign investments 
and it is motivating a lot of global brands to look at India. 

IKEA will bring of modern retail practices in India and we 
strongly believe that this will have a positive impact on the 
retail industry. There are many best practises that can be put 
in place from how to attract women to the work place and to 
allow for logistics operation at night to how to simplify store 
routines like allowing relabelling and perhaps do away with 
pricing on the product itself.  

It has taken us time to acquire land in India since our need 
is of very large parcels with specific demands – great visibility, 
easy access on a major highway and near metros or  
public transport.

Are the FDI norms welcoming enough for international 
retailers; what are some hurdles that still remain?
We appreciate many positive steps towards facilitating ease 
of doing business – positive approach to local sourcing 
norms, efforts made to develop retail policies by the states, 
e- commerce policy, GST and many other steps. However, we 
are still on the way and many things have to evolve in order to 
make retail in India more modern and attractive. 

Entering India was a smooth process. Now, we are working 
with the central and state governments on ease of business 
operations and bring some of the global modern retail 
practices that will benefit the consumers and the industry. 
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There is a need to simplify existing regulations around land, 
labour and labelling - to avoid extra labelling and extra costs 
thereby making products more affordable. Land laws around 
ground coverage, floor area ratios etc need to be simplified. 
Labour laws need to facilitate better working processes for 
women and do away with current restrictions on women 
working at night.

What are the kind of investments, both tangible and 
intangible in terms of CSR, your company is making in the 
local economy?
IKEA believes in making a real difference to the society 
and community and not 
just implement CSR 
activities for the sake 
of it. We believe that an 
IKEA store will be good 
as it will make a positive 
impact on the local 
economy, through GDP, 
taxes and employment, 
the manufacturing sector 
and contribute towards 
gender equality and 
diversity. IKEA India has 
committed to employ 50 
per cent women at all 
levels in the organisation. 
We will engage the local 
communities around our 
stores in direct and indirect 
services, thereby boosting 
economic activities. We 
also see a great results 
in our supply chain. IKEA 
has over the past 15 years 
implemented IWAY, our 
code of conduct, and we 
today see that our Indian 
suppliers are performing well on global levels with both strong 
social commitments towards the employees and strong 
environmental commitments. 

IKEA Foundation the philanthropic arm of IKEA, has been 
working on community projects with long standing partners 
such as UNICEF, UNDP and Save the Children since 2001, 
with an aim to create better opportunities for children and 
families. An amount of €250 million is committed for India so 
far. The foundation has impacted 178 million globally, out of 
which 100 million children are in India and millions of women 
so far. Recently IKEA Foundation in partnership with many 
public and private partners is involved in a skill building project 
for 1 million women in India in different sectors, including retail. 

IKEA aims to initiate cooperation with local social 
entrepreneurs through the “Next Generation” initiative through 
various community and skill building projects. Since 2012 
IKEA has been building partnerships with social entrepreneurs 
around the world sharing knowledge about design, 
production, export and more. Working with IKEA gives social 
entrepreneurs access to a global marketplace, giving them 
a strong foundation for self-sufficiency and independence. 
In return, IKEA customers get the opportunity to buy limited 
edition collections of handmade and unique products. Today 

we work with two social entrepreneurs in India, Rangsutra and 
Industree, involving 1,200 women artisans.

What would be some uniquely Indian features at IKEA 
stores in the country?
The IKEA concept is the same all over the world and we aim 
to offer a great shopping experience for everyone. We will 
bring the totality of this concept to India, offering the Indian 
customer the same great IKEA experience as we do globally. 
We will offer relevant solutions to enable a better everyday life 
for the many people. About 9,500 inspirational home furnishing 
products will be on offer, most of which will be the global IKEA 

range and some locally relevant 
range such as the masala box, 
idli maker, pressure cooker,  
tawa etc.

The IKEA stores are a 
one-stop destination for home 
furnishing needs and a family 
destination also for a day out. 
There will be something for 
everyone in the offer and as in 
all IKEA stores, we will have 
a children’s play area called 
SMALAND where parents can 
leave their children while they 
shop, and an IKEA restaurant for 
customers to eat. 

Every store will depict local 
living situations conditions to be 
relevant for the target group and 
we want to be accessible to as 
many people as possible. IKEA 
is learning about India. Over the 
past few years we have been 
focusing on understanding life 
at home or how people live in 
their homes through over 500 
home visits and researches and 

these can be different from state to state. This is needed to not 
only assess living situations but also understand frustrations, 
needs and aspirations. So, a store in Delhi will offer the same 
experience as a store in London but at the same time certain 
unique products and the way the range is presented will reflect 
the needs and aspirations of people in Delhi.

How do you forecast Indians will receive IKEA’s ready-to-
assemble options?
Do it yourself (DIY) is an integral part of the IKEA concept 
and the idea is that when you buy IKEA products, you are able 
to take it home the same day and start using them instantly. 
Assembling the furniture especially with the family is fun and 
hopefully Indian customers will enjoy doing them. We also 
know that India has a high level of service expectations and 
we will have a very strong service offer from the beginning for 
assembly, pick and deliver and delivery services. 

As a first touch point with IKEA products for Indian 
customers, IKEA will have Hej Home exhibitions (‘Hej’ is 
Swedish for ‘hello’), starting from Hyderabad. As part of 
this, customers can touch and feel IKEA products and find 
inspiration about how to do up the home. We will also organise 
some DIY workshops. 

We are learning a lot from India and we strongly believe 
that India will influence IKEA globally in a very positive 
way, both in terms of a retail market and also growing our 
sourcing landscape with new suppliers, new categories 
and new materials.



24 India Investment Journal  www.indiaincorporated.com

Volkswagen to invest 
€1bn in India 

The Volkswagen Group plans to 
invest €1 billion (Rs 7,600 crore) 
more in India, as the carmaker 
seeks to launch a flurry of vehicles 
and expand capacity to shrug off 
its underperformance in one of the 
fastest-growing markets.

The group will spend the money 
to set up a new manufacturing line 
at its existing facility at Chakan in 
Pune, build an engineering centre 
and develop products. Developing 
electric vehicles is also under 
consideration. 

The group has now decided to come 
out with an affordable portfolio on 
its own for emerging markets, based 
on the MQB-A0 platform. The new 
models will be heavily localised to 
keep the cost low.

The Volkswagen board discussed 
the progress of the plan on 
December 19 and is hopeful of 
finalising a blueprint within a quarter.

About half a dozen cars are planned 
with the new MQB-A0 underpinning, 
including a hatchback each from 
Skoda and Volkswagen positioned 
in the Maruti Baleno and Hyundai 
Elite segment, a mid-size sedan 
that will replace the Rapid and 
Vento, and a B-segment SUV that 
will be benchmarked against the 
Volkswagen T Cross to take on 
the Hyundai Creta. Discussions 
are currently ongoing on the SUV 
project, codenamed VW216.

Renault to develop 
another global car in 
India

After the success of its global mini car 
Kwid, French auto maker Renault SA is 
working on yet another global compact 
car in India entailing an investment of up 
to $400 million.

The car, being designed and developed 
by the Renault-Nissan Technical Centre 
in Chennai, will be less than four metres 
in size and is expected to make its debut 
in the local market in 2019. Sub-4m cars 
attract less tax as compared to bigger 
vehicles.

The company has tried to modify its 
CMF-A platform, which was developed 
in India for the Kwid. It also plans to 
come out with a compact sport utility 
vehicle (SUV) on the platform later.

The move is aimed at consolidating 
Renault’s position in India and fill gaps in 
its existing product portfolio.

The two products will be introduced in 
the premium hatchback and compact 
SUV segments (sub-4m). Apart from 
these two, Renault is also working on 
different other products but they are at a 
very nascent stage.

Honda may set up 
battery plant in India

Japanese car maker Honda Motor Co. 
Ltd plans to set up a lithium ion battery 
manufacturing unit in India as it seeks 
to tap the emerging, potentially lucrative 
electric vehicle opportunity in the 
country.

Honda Cars India Ltd, the Indian unit, will 
next identify the type of electric vehicles 
the company would want to make locally. 
The parent firm is also actively involved 
in devising Honda’s electric vehicle 
strategy for the Indian market.

Currently, the Indian unit is Honda’s 
fourth largest after those in the US, 
China and Japan, in terms of contribution 
to the group’s overall vehicle sales.

Jnaneswar Sen, senior vice-president, 
Honda Cars India, said: “Recently, on 
the global front, Honda has tied up 
with Hitachi for electric motors and 
we will derive benefits from all those 
developments. Our India strategy has 
to align with Honda’s global strategy. 
We have been working on the electric 
vehicle strategy for quite some time 
now.”

Hitachi will own a 51 per cent stake in 
the joint venture company while Honda 
will own 49 per cent.

SHORT TAKES
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The year 2017 was a landmark year for digitisation of the 
economy in India. Following the demonetisation exercise 

of November 8, 2016, when 86 per cent of liquidity in the 
system present in the form of Rs 500 and Rs 2000 currency 
notes, was sucked out in one stroke, the usage of digital 
modes of transaction has seen a quantum jump. 

In the last one year, 10,728.4 million transactions were 
made digitally leading to capital worth Rs 1,376,660.3 billion 
($ 21.180bn) changing hands in the process. The monthly 
trend in these transactions 
also suggests that beyond 
demonetisation, India has begun 
to well and truly embrace the 
merits and convenience of going 
cashless. In the first nine months of 
the year, volumes hovered at less 
than 900 million per month. That is not a flattering number  
as the government has targeted transactions of 2500 crore  
for 2017-18. 

The numbers have, however, swollen since October — the 
onset of the festive season in India when consumer spending 
tends to spike. In December, volumes crossed the 1-billion 
mark for the first time ever while the value of these transactions 
at Rs 125.51 trillion ($1931bn) was also the second-highest 
ever after March 2017. 

In the last one year, transaction volume through the unified 
public interface (UPI) – a payments system launched by 
National Payments Corp. of India (NPCI) that facilitates 
instant fund transfer between two bank accounts on a mobile 
platform, without requiring any details of the beneficiary’s bank 
account, has risen by more than 7,000 per cent. In December 
2016, only around 2 million transactions were recorded. It 
received a major stimulus from the government after Indian 
Prime Minister Narendra Modi launched the Bhim (Bharat 

Interface for Money) app on 
December 30th, 2016.

As of January 1, 2018, the 
app has been downloaded 21.65 
million times on the Android 
platform and around 1.03 million 
times on the iOS platform. 

According to NPCI, around 9 million transactions took place 
on the Bhim app in December.

While BHIM is the largest, many such digital payment and 
mobile wallet applications from Google’s Tez to AadhaarPay, 
Paytm and Mobikwik have proliferated in the last 12 months 
expanding the horizon of the cashless transaction ecosystem. 

The government’s push towards the use of these 
instruments is relentless. Recently, it decided to bear the 
merchant discount rate (MDR) applicable on transactions 

DIGITAL INDIA: A LANDMARK YEAR FOR 
DIGITISATION

SPECIAL REPORT

Giant strides have been made in digitising the Indian economy and improving 
internet penetration, but more conviction is required to get Smart Cities off 
the block.

Beyond demonetisation, India has begun to well 
and truly embrace the merits and convenience of 
going cashless
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made through debit cards, BHIM UPI and Aadhaar-enabled 
payments system (AEPS) up to and including a value of Rs 
2,000 for a period of two years with effect from January 1. 

Yet, a potentially larger device in this and where attention 
should now shift is to encourage the use of debit cards. There 
are more than 800 million debit cards in use in India today yet 
an abysmally low percentage of them are used regularly for 
transactions. The reason? Lack of enough number of swipe 
machines at retail outlets and the prevalent MDR that do not 
incentivize use of these cards. Waiving of the latter is the first 
step towards unlocking its potential.  

This generic shift from a cash-based to a cashless economy 
is central to government’s Digital India plan. A successful 
transition solves many problems and achieves multiple 
objectives of this government in one go – curbing rampant 
corruption while bringing more efficiency and accountability in 
the financial system. 

Smart Cities
Promoting digitisation of the economy, however, is only one 
important aspect of government’s overall comprehensive 
Digital India plan. The creation of Smart Cities, promoting 
digital literacy by spreading high-speed internet across the 
country, boosting electronics production in the country and 
preparing workers for the future are other integral aspects 
of the plan. The progress on all these counts is tardy when 
compared to the digitisation of the economy. 

The success of the Smart City project where the 
government plans to develop 100 cities by 2022, is perhaps 
the most critical of the lot. Over the last 70 years, over 35 
crore people have moved from rural parts of the country to 
the cities in India. This has led to rapid urbanisation of the 
landscape as many new cities have sprouted even as the 
infrastructure wasn’t upgraded to meet the needs of the 
oncoming traffic. The trend will only intensify in years to come. 

The United Nations predicts that the largest urban growth 
will take place in India, China and Nigeria, which would 
contribute 37 per cent of the projected growth of the world’s 
urban population by 2050. In India, this translates to over 40 
crore new urban residents and cities need to be prepared for 
this influx.   

Smart Cities promise to be safer, more efficient and smarter 
urban centres than before, harnessing technology to solve 
many of the incumbent problems, such as sensors monitoring 
traffic levels, systems that collect and analyse energy use  
data, and security cameras that send data directly to  
city administrators.

Jaipur, for example, is being developed as South Asia’s first 
“Lighthouse City” joining the likes of Hamburg (Germany), 
Barcelona (Spain) and Adelaide (Australia). In collaboration 
with Cisco, digital infrastructure has been created in the 
city to offer amenities including intelligent kiosks, wireless 
broadband, safety and security services, traffic management 
and environmental updates.

Smart surveillance cameras have shortened police response 
times, and environmental services at key locations provide 
Jaipur authorities with the necessary data to handle pollution 
and problems caused by desert conditions when they arise. 

Such examples however, are few and far between. Around 
90 cities have been identified under the project till date — 
60 of them between January and September 2016 and 30 
more in June 2017, but only 7 per cent of the Rs 9,860 crore 

allocation has been spent so far. Work is stalled in most of 
these projects and many of them are still stuck in bureaucratic 
red-tape. 

The lingering controversy surrounding Aadhaar — the 
12-digit biometric identification project that forms the 
bulwark of many of the Digital India plans – is proving to 
be a needless distraction. While the government has been 
forthright in allaying fears of any breach in privacy or security 
with the project, apprehensions refuse to go away and fresh 
controversies erupt every now and then. A lot hinges on the 
verdict of the apex court that is hearing the case on the validity 
of Aadhaar. 

Internet Access
Penetration of internet access in India is progressing at a 
relatively swift pace even if issues related to poor service and 
network issues have cropped up in some pockets. Despite 
India’s leadership in IT, much of the nation’s population suffers 
from insufficient digital infrastructure. In 2015, only 22 per cent 
of adults in India had access to the Internet. Meanwhile, fewer 
than two out of every five businesses in India have an online 
presence, compared with almost two-thirds of firms in China. 

However, India is making great strides to improve 
connectivity. The government’s tech push aims to leapfrog 
India into the 21st century by connecting 250,000 villages. 
This includes a national fiber optic network to provide 
broadband Internet for every citizen, as well worker training 
programmes in new digital technologies. So far, 100,000 gram 
panchayats have already been connected with optical fibre. 

The Digital India plan is the government’s most ambitious 
and visionary statement of intent and already unprecedented 
strides have been made. The challenge is to keep the 
momentum going and overcome some of the glitches along 
the way.
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Innovation – more 
specifically, a 
local, sustainable 
innovation 
ecosystem – is 
needed to address 
India’s challenges.

As Managing Director for South Asia and Vice-President, 
Sales & Marketing Group, of Intel Corporation, Debjani 

Ghosh is responsible for establishing new growth areas for 
the US-headquartered tech giant in the region. She works with 
governments and industry in South Asia to establish policies 
and initiatives that help accelerate the adoption of technology 
in the region, especially as an enabler of inclusive growth  
and development.

Two years into the Digital India, what is the experience 
of tech collaborators like Intel?
For nearly two decades now, Intel has been committed 
to digitally transforming India into an empowered society 
and knowledge economy with a focus on education, skill 
development and innovation. Now, with the government’s 
vision for a digital India, we’ve got a higher impetus to drive the 
next wave of computing among non-urban users, and make 
an impact at the grassroots level. Our experience shows that 
public private partnerships and local innovation are two of the 
key components to achieve the Digital India goals.

Over the last two years, we have collaborated with the 
government for multiple initiatives, one of the key ones being 
the creation of a blueprint for the digitisation of non-urban 
India. As a part of this, in 2015, we announced our flagship 
first-time PC user campaign, Ek Kadam Unnati Ki Aur [One 

step towards progress], to deliver PC access and digital 
skilling for non-urban citizens. Till date, we have touched the 
lives of 500,000 citizens across 11 states in the country, 
through 100 Unnati Kendra digital learning centres.

In addition, innovation – more specifically, a local, 
sustainable innovation ecosystem – is needed to address the 
country’s challenges. With 18 years of strong and consistent 
growth in engineering-focused R&D in India, we are committed 
to delivering high-end and advanced engineering work 
involving significant innovations across chip design, graphics, 
platform and software for cloud, datacentre, devices and IoT 
markets. These technologies have enabled us to create a 
community of Indian innovators across age groups, wherein 
hundreds of prototypes and a few real solutions have emerged 
from initiatives such as the IoT Labs, Intel India Maker Lab, 
and the Intel & DST Innovate for Digital India Challenge, to 
incubate and accelerate technology solutions developed by 
Indian makers.

Last mile connectivity, especially in remote areas, 
remains a big problem in India. How can the 
government overcome this?
Last mile connectivity is not a problem that the government 
can and must solve alone; the industry has an equally critical 
role to play. We must realise that Digital India is a pyramid – 

INNOVATION IS THE ANSWER TO INDIA’S 
CHALLENGES

REWIND 2017/Interview
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the strength of its superstructure will depend on the base, and 
to create this base, a strong public private partnership across 
three areas, is the need of the hour.

First, a strong base will be crystallised with the successful 
completion of the national fibre-optic project, which will on-
board first-time internet users onto the network of a digitally 
connected India. Just as important as this project, is the 
industry’s rollout of 4G network. Jointly, this would enable 
the delivery and scale of cloud as a utility to every citizen, 
creating access for over one billion citizens to on-demand 
e-governance and digital services in healthcare and education. 
Indigenous data centres, cloud-powered services, and 
connected devices will serve as the end-to-end platform to 
deliver and deploy these citizen-centric services. This will also 
generate data, analyses and insights to drive further innovation, 
releasing new services and businesses back into our economy. 

In parallel, there has to be a collective realisation that a 
transformative impact at the macro-level will begin by creating 
a digital footprint at the grassroots. For this to happen, 
industry, academia and government must come together to 
be the catalyst behind driving the government’s Digital India 
vision and bringing about scalable change through technology 
access in the non-urban and rural areas. 

Finally, fostering a culture of local innovation that helps India 
develop tech solutions relevant for its non-urban regions, will 
help address issues related to last mile connectivity, as they 
come up with solutions that cater to local problems. To achieve 
this, there is a need to inculcate a temperament of innovation 
in our education system that would enable local solution 
thinking to solve India’s problems.

How deep is Intel’s commitment to Digital India? In 
which specific areas are you participating?
For almost two decades now, Intel has been committed to 
digitally transforming India into an empowered society and 
knowledge economy. Our commitment for Digital India can be 
broadly categorised into the following three focus areas:
• Accelerating Innovation – There is a need to build a local, 

sustainable innovation ecosystem to address the country’s 
challenges. We have been committed to delivering high-
end and advanced engineering work involving significant 
innovations across chip design, graphics, platform and 
software for cloud, datacentre, devices and IoT solutions. 
These technologies are also available to makers, for 
whom we are fostering innovation opportunities at every 
level, from schools to colleges, from entrepreneurs to 
enterprises with initiatives such as the Atal Tinkering Labs, 
the Internet of Things Labs, the Intel & DST Innovate for 
Digital India Challenge, and the Intel India Maker Lab.

• Building Solution and Ecosystem Leadership for the 
Backend Infrastructure – As part of our growth strategy, 
Intel is moving away from a hardware-driven infrastructure 
approach to a software-defined approach. This will enable 
customers such as the Government of India, to build 
solutions and lay the foundation for a digital infrastructure 
in the country. Big data analytics, cloud and HPC will 
accelerate through government initiatives such as smart 
cities and UID. 

Skill Development & Capacity Development – Inclusive growth is 
the key to India’s digital development. Every citizen has to have 
access to the basics like education, healthcare, and financial 
services. To achieve this, we have been trying to increase 

relevance and digital know-how for the population. 
More than 80 lakh citizens have been trained in the country 

across skill development and capacity building initiatives; Our 
flagship initiative for 2016 - ‘Ek Kadam Unnati Ki Aur’ has been 
a great learning experience, taking us to exciting new markets 
and tapping new demographics.

What is the status of Intel India Maker Lab initiative? 
Can we expect any breakthrough in hardware 
development in India?
In August 2015, we set up the Intel India Maker Lab to help 
start-ups accelerate the creation of new products and solutions 
by providing them infrastructural, technological and mentorship 
support. 17 start-ups have been utilising the lab facilities for 
projects in the areas of education, sports, health, agriculture, BFSI 
and e-governance across IOT, cloud, and client compute. Of 
these, nine these start-ups have already launched their products 
in the market; five have their products ready and are moving to 
customer trial stage, and the remaining three are in the 
design stage.

Some prominent start-ups from the first batch include 
Avench, Aerxlabs, and GreenOcean, among others. 

Aerx Labs: Aerx Labs’ core product portfolio includes Flight 
Simulators. Its model is to leverage standard Intel® Core™ i7 
socketed boards & boxed CPUs from channel and apply their 
domain knowledge in aircraft systems to integrate complex 
mechanical, electronics and software elements to create the 
flight simulator. (www.aerxlabs.com) 

Avench: Avench has integrated Intel’s Next Unit of 
Computing (NUC) platform along with Wi-Fi module & storage 
to build a Content Access Point which is used for enabling 
50 simultaneous HD video stream users for education & 
transportation verticals. (www.avenchsystems.com) 

Green Ocean Research: Green Ocean Research has built 
a medical diagnostic platform using Intel® Edison Board to 
monitor multiple parameters such as BG, Pulse oximetry, BP 
etc. (www.greenocean.in)

Talk us through the genesis of the Intel-Department 
of Science & technology Innovate for Digital India 
Challenge.
The Intel and DST Innovate for Digital India Challenge with 
support from MeitY and MyGov, was announced in 2015, 
and aimed to foster a culture of innovation by encouraging 
Indian citizens to develop customised and localized technology 
solutions to solve local problems under Intel’s aegis of platform 
architecture, prototype incubation, and technology mentorship. 
Currently, six of our top 10 teams have achieved what we call 
the mind-to-market philosophy, by taking their solutions not 
just to the Indian, but even the global market. 
Our top three winners were: 
• Jayalaxmi Agrotech, an end-to-end solution, with a user-

facing app that delivers information about 20 crops in 
regional languages and audio-visual content, for the 
benefit of uneducated farmers. The data is delivered 
through a local server (Agripole) based on Intel® Edison. 
The solution is being used by 7400 villages, downloaded 
via 300 Agripoles, reducing input costs by 14 per cent 
and increasing profitability by 17 per cent. The company 
has secured three Fortune 500 clients and is currently 
even deployed in Ghana, Africa.

• Asha+, a low-cost, handheld, ‘point of care’ device which 
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tracks and monitors patient health levels remotely to 
allow millions of geriatric, post-op and rural patients to 
check their vital stats at home. This 7-in-1 device has had 
success in trials for both clinical and commercial use, and 
is currently in talks with healthcare clients in Sweden.

T-Jay a hand-glove that battles epilepsy with a wearable device 
that detects and diagnoses epileptic fits before they occur for 
real-time intervention. It reduces diagnosis duration from 45-
60 minutes to real-time within seconds.
Building the momentum of the inaugural challenge, we 
announced Intel Digital for India Challenge 2.0 this year. Intel 
India Maker Lab will also be available to the top 10 winners of 
this Challenge, and have access to infrastructure, tools and 
technology and mentorship. We will continue to focus on the 
maker market in India as that is the key to ensure sustainable 
technological solutions to the local problems faced by country.

Intel recently launched three initiatives to accelerate 
digital literacy at the grassroots level; are you targeting 
any particular numbers?
In May this year, we announced our intent to launch the Challenge 
2.0, which went live in early September, and have received 800 
applications as of the deadline, well over our target of 500. We 
recently identified the top 10 teams that are already in 
the accelerator phase, and we will 
have our next set of winners by early 
next year. 

On the same day, we had 
launched EK Kadam Unnati Ki Aur, 
a blueprint for India’s digitisation, 
as part of which 100 Common 
Services Centres across 11 states 
were to be converted into ‘Unnati 
Kendras’ or digital training and 
PC experience centres. We have 
achieved this even before the timeline we set out for ourselves, 
and as of today, made the experience of personal computing 
real for more than 500,000 local citizens. This effort is a part of 
the larger goal to make India a knowledge economy. While the 
rapid penetration of mobile phones has accelerated content 
consumption, our recent research with KIMRB and ISB shows 
that to progress towards becoming a knowledge economy, 
larger screens, such as those on the PC, drive higher content 
creation and productivity, enabling citizens to contribute to the 
country’s economic growth.

What’s in it for Intel?
Our global virtuous cycle of growth complements the Digital 
India initiative. India is a key market for the mothership, both 
in terms of engineering talent as well as business. For Digital 
India to succeed, India must have a strong backbone of data 
centers and cloud computing that becomes the engine for all 
the offerings needed to connect all citizens with education, 
healthcare and other essential services. 

Digital India is likely to be the world’s largest cloud 
deployment and its success will be determined by the ability 
to develop an e2e platform connecting the government and 
citizens to the cloud. And that aligns perfectly with the Intel 
strategy outlined by our global leadership where we believe 
the cloud is the most important trend shaping the success and 
future of the connected world. 

Our DNA lies in making amazing experience possible through 
technology, and as India is poised for its digitisation, we see 
a very clear alignment between our business strategy and the 
value addition we can create here. Though technology has 
been adopted very well in silos, the entire nervous system of 
the country’s technology ecosystem needs to be connected for 
a real Digital India to take shape. 

This has been a journey of enlightened self-interest for us, 
because India gives us the opportunity to create long term 
markets, which is what we do well, world over. In India, we are 
committed to make technology accessible, a win-win situation 
for us, from a business stand point, and for India, from a 
digitisation perspective.

How long will it take for Digital India to start 
showing concrete results – creating jobs, delivering 
telemedicine, distance education and government 
services?

Digital India is already showing results. You can’t observe them by 
reading a report, but rather by touring towns and villages across 
India to observe how technology is changing lifestyles. It is the 
most rewarding feeling to talk to people in non-urban India, and 
hear how technology has helped them earn more for their families 

or to do more with their education 
and jobs, and to feel that we have 
played a part in making 
that possible.

Our most recent data shows 
that 500,000 citizens have 
walked-in to the Unnati Kendras 
since the launch of the first 
center in Telangana 6 months 
ago. Nearly half (46 per cent) are 
learning how to use a computer 

to access educational content and over a quarter (27 per 
cent) are using PCs for entrepreneurial activities and creative 
expression. One-third (33 per cent) of these walk-ins are 
students and youth aged between 18-25 years and nearly 
one-fourth (22 per cent) are women. 

What are your future plans in India? 

The Indian government’s Digital India vision is about using 
technology to create a smart infrastructure to deliver 
government services to citizens in real time as well as 
encourage makers to create indigenous solutions to address 
local problems. We have the assets and the experience to 
power every segment of this new smart and connected world, 
from the edge to the cloud, resulting in a robust, secure and 
high performance infrastructure that can improve the lives of 
over a billion plus people. By leveraging out our expertise in 
5G, HPC, artificial intelligence and machine learning space, 
we will continue to power smart infrastructure in the spaces of 
smart cities, agriculture and transportation.  

Finally, we will continue to work with the government in 
India and local ecosystem players to accelerate Digital India 
and Make in India initiatives. Our focus area remains the digital 
empowerment of citizens, to create citizen access and impact, 
and to lead development of customised solutions for India 
through makers and PC devices.

Last mile connectivity is not a problem that 
the government can and must solve alone; the 
industry has an equally critical role to play. We 
must realise that Digital India is a pyramid – the 
strength of its superstructure will depend on the 
base, and to create this base...
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The objective to develop 100 Smart Cities over 
five years is a laudable commitment towards 

urban transformation. The mission is launched at a 
time when India’s urbanisation is growing faster than 
the rest of the world. 

Currently only about 31 per cent of India’s 
population lives in urban areas. Globally the share is 
over 50 per cent and in most developed countries 
the share exceeds 80 per cent. This implies that 
urbanisation will continue to take place over the next 
several decades and is projected to reach about 600 
million by 2031. It further envisions Indian cities to be 
the locus and engine of economic growth over the 
next two decades and suggests that the realisation 
of an ambitious goal of 9-10 per cent growth in GDP 
depends fundamentally on making Indian cities more 
liveable, inclusive, 
bankable and 
competitive. 

It is for this 
reason that we 
need to plan our 
urban areas well 
and cannot wait 
any longer to do so. 
India’s urban population is about 31 per cent and this 
relatively low base allows us to plan our urbanisation 
strategy in the right direction by taking advantage of 
the latest developments in technology. It also allows 
an opportunity to learn from good practices and 
mistakes made elsewhere, within the country as well 
as outside the country.

City building exercise is a continuous process 
with its share of challenges and difficulties. This 
project will provide a number of opportunities 
as well as challenges for all stakeholders in the 
sector. Smart cities are those cities which have 
intelligent physical, social, institutional and economic 
infrastructure while ensuring centrality of citizens 
in a sustainable environment. Smart City for its 
sustainability needs to offer economic activities and 
employment opportunities to a wide section of its 
residents, regardless of their level of education, skills 
or income levels. In doing so, a Smart City needs 

to identify its comparative or unique advantage and 
core competence in specific areas of economic 
activities and promote such activities aggressively 
by developing the required institutional, physical, 
social and economic infrastructures for it and 
attracting investors and professionals to take up such 
activities. It also needs to support the required skill 
development for such activities in a big way. This 
would help a Smart City in developing the required 
environment for the creation of economic activities 
and employment opportunities.  

Building new, green cities from scratch is a great 
way to avoid many troubles but in a country like 
India, the retro-fitting of existing cities with “smart” 
and economical solutions is a more viable option. 
The conceptualisation of a Smart City varies from 

city to city and country 
to country, depending on 
the level of development, 
willingness to change 
and reform, resources 
and aspirations of the city 
residents. In developed 
countries, a Smart City 
is one where existing 

infrastructure is augmented through application of 
IT, and includes sustainable development. However, 
the approach is different in the Indian context. Since 
many cities lack basic infrastructure, institutional 
framework and proper governance, Smart City 
initiatives will have to focus on providing basic needs 
through IT enabled solutions. 

Intelligent ICT, IoT platforms, big data and 
analytics will play a very significant role in the 
evolution of Smart Cities. These technologies will 
help find solutions to issues ranging from poor 
infrastructure to improving the delivery of a range of 
public services. 

The key elements of success towards building 
Smart Cities would broadly cover the
following aspects.

• Financial resources of both the public and 
private sector have to be utilised effectively to 
meet the objective of building Smart Cities.

INDIAN SMART CITIES MISSION: A 
PROCESS TO LEAPFROG TO DOUBLE 
DIGIT GROWTH 
by Mousumi Roy

The Smart Cities Mission of the Government of India is one of the most 
challenging and ambitious urban development agenda, writes an urban 
infrastructure enthusiast.

Mousumi  Roy is 
Senior  Director at 
the Federation of 
Indian Chambers 
of Commerce 
and Industry 
(FICCI ) and 
heads verticals  on  
Smart Cities, Real 
Estate and Urban 
Infrastructure.

India’s urban population is about 31 per cent and this 
relatively low base allows us to plan our urbanisation 
strategy in the right direction by taking advantage of 
the latest developments in technology.   

REWIND 2017/Guest Column
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• Cross-sectoral cooperation between state departments 
and local bodies would build stronger ties of 
collaboration and integrate the efforts towards meeting 
the objectives.  Cities need to have inter-departmental 
cohesiveness as well as harmony for driving  
the Mission.

• Complex solutions require organisational versatility, 
including more flexible 
partnership models 
between the public 
and private sectors.

• Focusing on the needs 
of its citizens and 
encouraging the processes that make cities greener 
and self-reliant. Smart Cities should be places where 
citizens are generators of ideas, services and solutions, 
rather than mere receivers of them.

• Entry of all-encompassing technology should not 
be seen as a one-stop-solution to all our problems. 

Encouraging innovation is key to improve city life.
• Most cities today are vast repositories of information 

and data. When systematically organised in a digital 
fashion, the data can be exposed, shared and 
interconnected. Giving people the right kind of access 
to this information can simplify ways of life and reduce 
day to day challenges.

Challenges exist but if a holistic 
approach is adopted for 
implementation of the Smart 
Cities project, the benefits which 
will accrue to all the stakeholders 
will be huge. Interconnecting 

governmental organisations and administration; creating 
e-education solutions; devising novel technological innovations 
while promoting energy conservation and material re-use; 
leveraging technology for the efficient movement of people, 
vehicles and goods are just some initiatives which can bring 
about a smart change and cultivate a green movement.

The conceptualisation of a Smart City varies from city 
to city and country to country   
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Purism to manufacture 
laptops in Kerala 

San Francisco-headquartered tech 
firm Purism is planning to start 
manufacturing of laptops in Kerala 
and the initial talks in this regard 
have begun.

The US-based company 
manufactures free software laptops 
and mobile phones under the brand 
name ‘Librem’ and will also soon 
launch the free software cellphone 
Librem 5.

Todd Weaver, Founder and CEO, 
Purism, said: “Kerala has a mandate 
for using free software and we can 
also do assembly anywhere. During 
the initial stage, 10 per cent of the 
manufacturing of the laptop, mainly 
assembly, will be done in Kerala and 
it will be increased gradually.”

The company’s growth plan is to 
work with the state government to 
start local assembly, and later start 
fabricating the mother board.

He added: “We produce hardware 
products combined with free 
software. We make it a convenient 
bundle and thus allow average users 
to be able to open up a machine  
and use completely free software 
fully supported.”

The company sells the 13-inch 
laptop at a price of $1399 while a 
15-inch laptop is priced at $1599. 
The free software cellphone is 
priced at $599.

Deskera to expand India 
footprint

Deskera, a leading global Cloud-based 
business software provider, has plans 
to invest Rs 400 crore ($62 million) in 
the country to help 51 million Small and 
Medium Enterprises (SMEs) adapt  
to Cloud.

With more than 3,000 businesses and 
approximately 80,000 users that manage 
their companies using Deskera products 
– including Intel, Google, Starbucks and 
Grant Thornton – the firm also aims to 
expand its operations in 20 more cities.

Shashank Dixit, Founder and CEO, 
Deskera, said: “We plan to invest Rs 
400 crore ($62 million) in the coming 
years. The intention is to grow market 
share in our existing regions and expand 
sales in new areas through geographical 
representation.”

Deskera employs 350 people and  
plans to add 1,000 more in the next 12-
18 months.

Deskera, which began operation in 
2008, offers close to 90 per cent of the 
solutions a business requires – from 
Enterprise Resource Planning (ERP), 
inventory control, Customer Relationship 
Management (CRM), payroll and Human 
Resource Management System (HRMS).

The firm has also added a Big 
Data Analytics tool, which provides 
prescriptive analytics with “advanced 
mathematical, statistical and algorithmic 
models” for accurate capturing, 
processing, curating and managing  
of data.

InFocus to invest $20mn 
in India

US-headquartered InFocus, which has 
a licensing deal with contract handset 
maker Foxconn, will double its marketing 
spend to $20 million in India next year  
as it lines up a large portfolio of feature  
and smartphones.

The company plans to introduce 10 
feature phones and eight smartphones 
next year as it looks to capture 5 per 
cent share of the hyper-competitive 
Indian handset market.

Luo Zhongsheng, CEO, InFocus 
Global, said: “We have used this year 
to understand the Indian market and are 
now going aggressive on the market 
here. We will double our marketing 
budget to $20 million in 2018 and 
expanding our presence here.”

He added that the company also plans 
to introduce premium handsets under 
the ‘Sharp’ brand in the coming quarter.

It recently launched a new smartphone 
– Vision 3 – priced at Rs 6,999 ($110). 
The handset, which features a 5.7-inch 
full vision screen (18:9 resolution). It 
features a 1.3GHz quad-core processor, 
2GB RAM, 16GB internal memory 
(expandable up to 64GB), 13MP and 
5MP deal lens camera, and 4,000 mAh 
battery.

SHORT TAKES
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For all those who wring their hands and complain that there 
is little by way of cutting edge scientific breakthroughs 

coming out of India’s vibrant start-up community, consider 
this: Deepak Solanki, a young Indian IIT Bombay and IIIT 
Hyderabad graduate, and his team are making waves the 
world over with their work on light fidelity (Li-FI), which uses 
LED bulbs to provide high-speed internet that can be up to 
100 times faster than Wi-FI. The term Li-Fi was first used at a 
TED Global Talk in 2011 by University of Edinburgh Professor 
Harald Haas. 

After a few frustrating starts during which he got little or no 
support from anyone in India, Solanki shifted abroad. At a large 
technology conference in the Nordics, his start-up Velmenni 
was one of the three finalists. He did not win but his concept 
caught the eyes of several tech gurus 
and others. 

Global aerospace major Airbus 
came on board and Solanki and his 
new company were on their way.

A recent report in the ‘Economic 
Times’ quoted him as saying: “We 
are currently working with Airbus to 
come up with a large integration within the aircraft and now 
testing it out in real scenario. Previously it was on a small 
scale, but even Airbus is so bullish on this technology that it 
has created a Li-Fi community within the company which is 
working different stakeholders... with the final product that can 
be integrated in an aircraft.” 

Mobile phones, laptops, tablets and other devices need 

an adaptor to use Li-Fi. And “all we need to do is fit a small 
microchip to every potential illumination device and this would 
then combine two basic functionalities: illumination and 
wireless data transmission,” Professor Haas said about the 
router at the TED talk. 

Solanki says his system will be able achieve network 
speeds of up to 100 Gbps compared to only 1 Gbps now. 
Apart from making the internet more accessible, Li-Fi will also 
be a huge plus for the aviation sector, by cutting down on the 
need for miles of wiring, which explains Airbus’s interest in 
using Li-Fi on its planes. 

Start-up India
This is just one of the many ideas and Solanki just one 

of many start-up entrepreneurs 
benefitting from $1.6-billion Start-
up India initiative, a flagship scheme 
introduced by the Narendra Modi 
government to encourage and 
harness entrepreneurship in the 
country and generate jobs for millions 
of youth.

India retained its position last year as the world’s third-
largest start-up base behind the US, which was far ahead of 
the rest of the world with 52,000 start-ups and slightly behind 
the UK, which had 4,900 start-ups, according to the Indian 
startup report 2016 released by Nasscom and consulting firm 
Zinnov in October last year.

“Technology start-ups are creating a new identity for India. 

START-UPS KEEP UP INDIA’S GROWTH 
MOMENTUM

by India Inc. Staff

ANALYSIS

India retained its position last year as the 
world’s third-largest start-up base behind 
the US, which was far ahead of the rest of 
the world with 52,000 start-ups

Start-up India is beginning to 
show results but these are still 
early days. The eco-system 
has to mature further before 
the benefits percolate down to 
all sectors of the economy.



36 India Investment Journal  www.indiaincorporated.com

Our start-up report is a testimony to the potential of the start-
up landscape and the scope of growth and opportunity that 
India presents,” said Nasscom President R. Chandrashekhar 

World looking at India
The vibrant and diverse start-up ecosystem in India, which is 
actively backed by the government, has caught the attention of 
many of the world’s largest and most technologically advanced 

companies, including those from non-traditional countries such 
as China, Middle East and South Korea, in addition to those 
from the US, Japan and Europe.

The Nasscom-Zinnov report, which said the number 
of start-ups in the country would touch 10,000 by 2020, 
making it the world’s second-largest start-up eco-system, has 
predicted a healthy growth in 2018, backed by existing and 
new global funds and other investors. 

Maturing eco-system
Nasscom’s Chandrashekhar said: “The Indian start-up eco-
system is maturing, driven by young, diverse and inclusive 
entrepreneurial landscape. This is leading to emergence 
of focused domain solutions for verticals like healthcare, 
agriculture, and education. 

“The findings of the report are a testimony to the potential 
of the start-up landscape and the scope of growth and 
opportunity that India presents.” 

Tier II & Tier III cities join the race
As expected, Bengaluru, the National Capital Region (NCR) 
and Mumbai account for a majority of start-ups as well as 
investments but in a sign that the culture of risk taking, 
entrepreneurship and technological innovation is taking root 
across the length and breadth of India, Tier II and Tier III 
cities now account for about a fifth of all start-ups. This also 
indicates a deepening and broadening of networks that feed 
the start-up community.

The start-up ecosystem is also expanding outside the main 
metros. More than 30 new academic incubators have been 

established, two thirds of them in second and third tier cities, 
as part of the government’s Start-up India initiative last year. 

Like in the US and other Western countries, this could mark 
an early step towards small local and regional businesses 
rapidly scaling up to national and even international standards. 

The focus areas
Business to business start-ups now make up the bulk of such 
companies in India, rising to 50 per cent last year from 34 per 
cent the year before. 

A vast majority of the start-ups funded by investors were in 
the IT, healthcare, financial services technology and education 
space, the Nasscom-Zinnov study said. Logistics is another 
sector that has seen good growth.

In the IT sector, innovations and applications in artificial 
intelligence, data analytics and augmented reality-virtual reality 
spaces are the fastest growing, expanding at a CAGR of 
about 30 per cent. 

Rising investments
In the first half of 2017, the latest period for which figures are 
available, investors, mainly foreign, poured in upwards of $6 
billion into Indian start-ups – a smart rebound from the slump 
the previous year. While Indian investors remained shy of 
committing big bucks on start-ups, the inflow of high volumes 
of risk capital from countries and regions like China and the 
Middle East kept the wheels of the sector whirring. 

Generating jobs
The start-up eco-system has so far generated about 80,000 
new jobs – impressive by any count but still far short of the 
millions of jobs that the India needs to create to employ the 
vast army of more than 10 million youngsters entering the 
workforce every year.

But these are early days yet and as many of these start-ups 
mature, scale up and fulfil their commercial potential many 
thousands of more jobs are expected to be created over the 
next three to five years. 

The road ahead
With valuations falling to more realistic levels compared to the 
euphoria-induced stratospheric ones a year ago, investors 
are evaluating the prospects of each start-up through a more 
mature lens.

But this reality check was a much-needed wake-up call to 
the Indian start-up ecosystem.

Meanwhile, the Indian innovation eco-system will have 
to undergo a structural change. The US, the world’s largest 
innovator, has 1,300 venture funds in operation, it has 900 
angel investor networks and more than 1 million individuals 
who back innovators with money and support; the UK has 
more than 700 VCs. India, on the other hand, has only 156 
homegrown VCs.

The argument that the larger VCs operate internationally 
and that good ideas do not languish for want of adequate 
funding does not hold. There are still hundreds of 
entrepreneurs in smaller towns and cities who are languishing 
for want of access to VCs who can not only fund them but also 
guide them to the next level. 

But India, with proactive support from the government, has 
made a good start. That, and the achievements so far, should 
be cause for optimism.
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REWIND 2017/Tech Speak

Innovative technology in real-
life use is transforming India’s IT 
landscape, writes a tech expert.

INDIA IS FINALLY EVOLVING BEYOND ITS 
SOFTWARE IMAGE 

by Nitin Dahad

When I was growing up in the 1970s, electronics 
was just something fun – my electronics kit 
that my parents bought me allowed me to make 

simple circuits that could switch on a bulb as soon as it went 
dark, or create metronomes or other seemingly non-useful 
things. However, now, electronics and technology underpins 
everything, and for me the fun that I had as a child has 
become useful in the world around us.

This is kind of the picture of India’s growth in technology 
during my lifetime too – single purpose initially, but now seeing 
diversification of both development 
and implementation of technology. 
Some context to this statement: in 
the early days (1990s), the country 
was viewed simply as a low-cost 
software outsourcing destination.  
I recall even in my days more 
recently as an adviser to UK Trade & 
Investment (now the Department for 
International Trade), many prominent 
people in the UK tech industry would still dismiss India, not 
believing that India could be of much use for anything apart 
from developing software.

However, India has now moved way beyond its software 

image, and in a post-Brexit world, the British are beginning 
to take more note. And India is doing useful things with tech, 
both hardware and software.

Examples of real-wold technology applications in India 
abound. I already spoke about the genomics project in my 
last article, but there’s also so much else going on. For 
example, in diabetes care, where a UK-based entrepreneur 
set up a company in Bangalore that enables 24x7 monitoring 
of diabetes, using machine-to-machine (M2M) technology 
to provide data from glucometers and blood pressure 
machines in remote rural locations to a central clinic where 

an experienced doctor can take any 
preventative actions as necessary.

I even had a conversation in 
recent days about the use of internet 
of things (IoT) technology in tracking 
and monitoring the health of cattle, 
with sensors that can last be placed 
in its stomach and remain there on 
battery power for up to five years. 

It’s not just a nice-to-have technology – India’s population 
of cattle and buffalo is around 300 million. The National 
Dairy Development Board says stress to animals caused by 
factors such as changes in temperature and humidity can 

India has now moved way beyond its software 
image, and in a post-Brexit world, the British 
are beginning to take more note. And India is 
doing useful things with tech, both hardware 
and software.
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directly affect milk production and animal reproduction. By 
monitoring the cattle’s key parameters (like temperature) and 
understanding the profile of each of the individual cattle over 
time (using data analytics), it’s possible to predict when special 
care or attention might be needed and help can be deployed 
immediately its needed.

Agriculture and food systems is a key part of the annual 
Global Innovation Index, which has just been released with the 
major theme ‘Innovation feeding the world’. While Switzerland, 
Sweden, the Netherlands, the US and the UK are the world’s 
most innovative countries, a group of nations including India, 
Kenya, and Vietnam are outperforming their development 
level peers, according to the Global Innovation Index 2017 
co-authored by Cornell University, INSEAD and the World 
Intellectual Property Organisation (WIPO).

This year’s focus of the index on agriculture and food sector 
is due to the recognition that over the next few decades, 
the world will face an enormous rise in global demand 
and increased competition for limited natural resources. In 
addition, it will need to adapt to and help mitigate climate 
change. Innovation is key to sustaining the productivity growth 
required to meet this rising demand and to helping enhance 
the networks that integrate the sustainable food production, 
processing, distribution, consumption, and waste management 
known as food systems.

It’s thought that by 2050, the world’s population is 
estimated to reach 9.7 billion. This presents the global 
agricultural sector with a daunting challenge. The stage has 
been set for a potential global food crisis if policy makers and 
other stakeholders fail to implement agricultural innovation that 
significantly boosts productivity.

In the Global Innovation Index 2017, India is ranked 
60th globally, but is the top-ranked economy in Central and 
Southern Asia and has now outperformed on innovation 
relative to its GDP per capita for seven years in a row. 
India has shown improvement in most areas, including in 

infrastructure, business sophistication, knowledge and 
technology and creative outputs. 

India ranks 14th overall in the presence of global R&D 
companies, considerably better than comparable groups 
of lower- and upper-middle-income economies. India also 
surpasses most other middle-income economies in science 
and engineering graduates, gross capital formation, research 
talent, on the input side; quality of scientific publications, 
growth rate of GDP per worker, high tech and ICT services 
exports, creative goods exports, high-tech manufactures, and 
IP receipts on the output side.

According to Chandrajit Banerjee, director general of the 
Confederation of Indian Industry (CII), India is addressing 
innovation and particularly areas like food security with a 
gradual infusion of tech-based tools such as digital remote 

sensing, geographic and price information systems, crop and 
soil health monitoring, and farm management platforms.  He 
adds that the adoption of innovation-led farm technologies 
has spurred public and private investments in R&D, helped 
technology transfer and uptake, as well as inter-sectoral 
cooperation. Over the last two decades, this has enabled 
sustainable agriculture to gradually gain momentum. 

In this article, I’ve just highlighted one area. But India 
is doing a lot more in smart cities, energy, healthcare and 
education. Now that there is a renewed enthusiasm for UK-
India collaboration resulting from the UK’s political climate, 
now is the right time for some solid technology partnerships 
that can build upon the progress that India has been making as 
a global innovation powerhouse.

Nitin Dahad is a journalist, entrepreneur, and advisor to 
the technology sector and government trade agencies, 
with over 30 years’ experience across Europe, US, Asia 
and Latin America in corporates, start-ups, and media. He 
currently edits ‘The Next Silicon Valley’ and ‘Go4Venture’.
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PRINCE CHARLES BACKS NEW EDUCATION 
BOND FOR INDIA

REWIND 2017/Special Report

Charles, Prince of Wales, threw his weight behind a new Education Development 
Impact Bond (DIB) for India during a recent tour of the country.

A new $10-million DIB has been created by the British 
Asian Trust (BAT), founded by Charles, Prince of Wales 

to fight poverty in South Asia, and is designed to improve 
learning outcomes for thousands of marginalised children  
in India.

The bond is intended as an innovative and sustainable 
social impact investment tool which will be tied in with 
performance and outcomes of educational initiatives, starting 
in India and then across the trust’s other regions of operation.

“I hope that through the trust we can impact the lives of 
not just children in India but also change the mindsets of 
philanthropists around the world,” said Prince Charles.

The Education Development Impact Bond has been 
developed by the trust alongside UBS Optimus Foundation 
with the aim of transforming the future of education in India. 
Under the initiative, the DIB will provide funding to four 
local not-for-profit delivery partners in the country over four 
years, delivering a range of operational models including 
principal and teacher training, direct school management, and 
supplementary programmes. 

The bond is intended to improve literacy and numeracy 
learning levels for over 200,000 primary school students from 
marginalised communities in Delhi, Gujarat and Rajasthan.

While school enrolment numbers in India are high at 96 
per cent, quality of learning remains poor. Less than 50 per 
cent of children in Grade 5 can read a Grade 2 level Hindi 
text, according to the ‘Annual Status of Education Report 
2016’ by ASER Centre. By using the DIB model of funding, 
British Asian Trust claims it is pushing boundaries and finding 
innovative ways to achieve impact.

Manoj Badale, BAT Chairman, explains: “The British Asian 
Trust’s $10 million Development Impact Bond is designed to… 
catalyse a system level change that could ultimately benefit 
millions of children.”

Innovative financing is a relatively new concept for the 
philanthropy sector, which has long relied on traditional means 
of grant funding. BAT believes the very best of government, 
private markets and civil society can find new solutions to the 
most difficult social problems and create greater impact from 
every unit of money spent. The radical approach is the first of 
this size for the education sector in South Asia. 

The UK government’s Department for International 
Development (DfID) will contribute technical assistance and 
insights to the project as part of a wider partnership.

“DFID is exploring new and innovative ways to finance 
programmes which will transform the lives of some of the 
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world’s poorest people. We are proud to support the British 
Asian Trust as they develop their Development Impact Bond, 
which will provide access to quality education for hundreds of 
thousands of children,” said former DfID minister Priti Patel.

The Education Development Impact Bond has been 
described as a step towards a greater focus on social impact 
financing as a transformational tool for philanthropy. The 
concept of DIBs is intended as a result-oriented way to attract 
new capital into development, with a strong emphasis on data 
and evidence.

Richard Hawkes, Chief Executive of the British Asian Trust, 
said: “In India, the DIB will provide funding to four local not-
for-profit delivery partners over four years, delivering a range 
of operational models including principal and teacher training, 
direct school management, and supplementary programmes. 

“Moreover, the DIB Outcome Fund, being convened by 
the British Asian Trust, will only be paid when and if the target 
learning outcomes are achieved. Some formal commitments 
have been made towards the fund.”

British Asian Trust’s NGO Partner, The Education Alliance 

(TEA), introduced the concept of government-partnership 
schools to the South Delhi Municipal Corporation (SDMC), 
whereby the government and NGOs work closely together to 
trigger improvements in learning. This BAT-backed programme 
started with one school and nine children in 2015 and now 
has expanded to 30 schools and over 5,000 children. The 
trust feels that it exemplifies the fact that engagement with 
government schools provides a sustainable model for  
long-term provision of quality education to  
disadvantaged communities.  

Sir Ronald Cohen, international philanthropist and a 
champion of global impact investing, described the British 
Asian Trust’s DIB initiative as “ground-breaking” and capable 
of delivering vital social improvement at scale. 

While in India in early November, Prince Charles met 
children from one of the SDMC partner schools, Lajpat Nagar-
III School, besides a meeting with Narendra Modi to invite the 
Indian Prime Minister to the UK for the Commonwealth Heads 
of Government Meeting (CHOGM), to be held in London in 
April 2018. 
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Of all the flagship schemes announced by the Narendra 
Modi government over the last three-and-a-half years, 

the Power for All initiative, to provide electricity connections 
to every single household in India, is, arguably, the one that 
can help lift living standards and improve the quality of life of 
millions the fastest.

The initiative stands on two legs, one urban, called 
Integrated Power Development Scheme (IPDS ), and the 
other, Deen Dayal Upadhyaya Gram Jyoti Yojana (DDUGJY), 
rural. The goal is very welfar-oriented: provide electricity 
connections to approximately 240 million people who still live 
in darkness – seven decades after Independence.

This initiative, launched last year, was the last flagship 
scheme announced by the Modi government.

Like all programmes of the Modi government, this one has 
a strong economic rationale as well – electricity is the basic 
enabler for other economic activities and getting access to 
electricity is expected to boost the productivity of millions. 

Business opportunities
Then, the $11.5-billion investment will boost jobs, provide 
business opportunities to thousands of large, medium and 
small businesses, not only in India but across Europe, the US, 
Japan and Korea. GE, Alstom, Siemens, Hitachi, Toshiba and 
Samsung, besides Indian majors such as L&T, Bhel and others, 
are expected to play leading roles in the implementation of  
this scheme. 

Village electrification
When Modi appointed Piyush Goyal as Minister of State with 
Independent charge of the till then moribund Ministry of Power 
and the Ministry of Renewable Energy, several thousand 
villages in India were still unelectrified.

An intensive programme to electrify all villages, with 24x7 
monitoring by the minister, has yielded dramatic results. As 
on November 30, 2017, a total of 124,219 Indian villages 
have been electrified and intensive electrification in 4,68,827 
villages has been completed and free electricity connections 
have been provided to 27.72 million below poverty line  
(BPL) families.

There are almost 600,000 villages in India. Of these, 
18,452 were reported by the states to be unelectrified on 
April 1, 2015. Till the end of November last year, 15,183 of 
these villages have been electrified 1,052 villages have been 
reported as uninhabited. The remaining 2,217 villages are 
expected to be electrified by May 1, 2018. 
 

Electrified villages = electricity for all?
The answer to that is no. That is because of bureaucratese! 
The Government of India defines a village as electrified if:
* Basic infrastructure such as distribution transformer and 
distribution lines are provided in the inhabited locality as well 
as the Dalit basti/ 
hamlet (localities 
inhabited by the 
so-called lower 
castes) where it 
exists. However, 
electrification 
through non-
conventional energy 
sources (read: 
solar, wind, bio-
mass) a distribution 
transformer may not 
be necessary. 
* Electricity is 
provided to public 
places like schools, 
panchayat office, 
health centres, 
dispensaries, 
community centres, 
etc. and 
 * At least 10 
per cent of the 
households in the 
village are electrified.

Result: States 
such as Kerala, 
Tamil Nadu, Andhra 
Pradesh, Goa and 
Punjab are classified 
as 100 per cent 
electrified under the 
above definition. In 
December last year, the eastern Indian state of Bihar, among 
the poorest in India, also became fully electrified.

This definition makes India’s village electrification drive look 
good for the records but makes little difference to the lives of 
the millions who remain in darkness. 

Saubhagya Scheme
To address this anomaly, Modi announced a very ambitious 

POWER FOR ALL PROMISES BIG BOOST TO 
ECONOMY
by India Inc. Staff

ANALYSIS

The Saubhagya Scheme, announced last year, can improve the lives of a 
quarter billion people by giving them access to 24x7 electricity. It also offers 
$11.5-billion worth of business opportunities for foreign and Indian companies 
in the power sector.
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scheme to roll out a last mile connectivity programme that 
would provide electricity to every last Indian, regardless of 
social or economic status all over the country.

The $2.5-billion Pradhan Mantri Sahaj Bijli Har Ghar Yojana 
(or Saubhagya, which means good 
fortune in Hindi and various other 
Indian languages) promises free 
electricity connections to every 
household in India by  
December 2018. 

“Rs 16,000 crore will be spent to 
bring a monumental change in the 
lives of the poor,” Modi said at the launch of this scheme. 

The beneficiaries, however, will have to pay for the electricity 
they consume. The other, non-BPL [below the poverty line] 
beneficiaries will have to pay Rs 500 ($8) per household in 10 
equal instalments with their bill.

To address the issue of defaults and the make the scheme 
financially viable for all stakeholders, Power Minister R.K. 
Singh, who succeeded Goyal last year, has proposed the 

installation of 
pre-paid meters 
and smart meters 
to ensure online 
generation, service 
and payment of 
electricity bills 
without any human 
interface.

But India is a vast 
country with many 
remote, inaccessible 
habitations where 
laying cables and 
transmission lines 
will not be viable. 
Families living in 
these areas will be 
provided with solar 
photovoltaic-based 
systems with LED 
lights, fan, power 
plugs, etc. Off-grid 
and distributed 
solutions will also be 
employed to ensure 
power for all in such 
regions.

The definition 
under the 
Saubhagya scheme 
leaves no room for 
misinterpretation. 

Huge demand for additional power
The Saubhagya programme to provide reliable, metered 
electricity to almost a quarter billion people will lead to a surge 
in power demand in India, which currently has a capacity of 
350 GW and a peak load of about 160 GW. 

It has been estimated that India will need an additional 
supply of 20-25 GW of electricity to meet the additional 
demand from these consumers. 

So, the spike in demand following the implementation of the 
scheme will help revive many stranded power projects that are 
languishing in the face of tepid demand growth and the lack of 
offtake for capacities.

It will also help absorb the huge 
generation capacities coming on 
stream in the wind and solar power 
sectors and help boost economic 
activity across the India and help 
push India’s GDP growth  
rate further. 

The hard yards
Implementing the Saubhagya scheme would not have been 
possible without fist putting India’s notoriously slack and loss-
ridden distribution and transmission sector.

Currently India has surplus electricity but the power often 
does not reach the end consumer because state-owned 
distribution companies, which are the primary buyers of power 
in India, do not purchase their full allocation of electricity 
because of their poor financial condition.

In India, electricity is a concurrent subject, ie, both the 
Centre and the states have the right to regulate the sector, and 
distribution of electricity is the responsibility of the respective 
state government-owned distribution company (though there 
are some private companies in this sector as well). 

This is where the effective implementation of the UDAY 
scheme, which envisages far-reaching financial and 
administration reforms of state distribution companies, is 
expected to make a difference in the coming years.

Already, these perennially loss-making behemoths have 
reduced their cumulative losses from $8 billion to $5 billion – 
and with 75 per cent of the legacy debts of $50 billion taken 
over by the respective state governments – the distribution 
companies are in a much better financial position to buy, 
distribute and sell electricity, thus, promising 24x7 power 
supply across India within a short time. 

Opportunities galore
“The distribution sector is set to attract the most attention, 
from household electrification to franchisee bids. We will see 
a new set of players entering. Unbundling of wires and supply 
can spur innovation in business models,” a senior partner at 
PricewaterhouseCoopers told the media, adding: “There’s 
huge expectation that the government and utilities run a proper 
pipeline of bids.”

Projects valued at $7 billion have already been sanctioned 
across 32 states and Union Territories under the Deendayal 
Upadhyaya Gram Jyoti Yojana (DDUGJY). Another $4.5 billion 
has been sanctioned for providing reliable, 24x7 power supply 
across more than 3,600 towns under the Integrated Power 
Development Scheme. In addition to these, the states have 
sanctioned projects worth almost $4 billion. 

Implementation holds the key
This is an ambitious project is being implemented against a 
stiff and strict deadline. There will be many hurdles on the way 
to success – not least being the treacherous terrain and fickle 
weather in many parts of India.

But the stupendous success in electrifying villages gives 
rise to optimism that Power Minister Singh and his team will be 
up to the task.

GE, Alstom, Siemens, Hitachi, Toshiba and 
Samsung, besides Indian majors such as L&T, 
Bhel and others, are expected to play leading 
roles in the implementation of this scheme. 
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The overall expenditure among companies in India on 
CSR activity registered a significant increase of 22 per 

cent, latest analysis by ratings agency CRISIL has revealed. 
The bulk of the CSR money went into education, skills 
development, healthcare and sanitation initiatives. 

India’s Companies Act 2013 encourages corporates to 
spend at least 2 per cent of their average net profit of the 
past three years on CSR activities. In the 2016 fiscal year, the 
second year of this CSR mandate, 1,505 companies, or 30 
per cent of the 4,887 listed on the Bombay Stock Exchange, 
met the criteria for mandatory spending. Of these, 77 per cent, 
or 1,158 companies, reported on their CSR activity, compared 
with 1,024 companies, or 75 per cent of the 1,300 eligible in 
the previous fiscal year 2015 . 

These 1,158 companies also spent a lot more money 
compared with 2015, which led to a 29 basis points 
improvement in average spending to 1.64 per cent  
compared with 1.35 per cent in 2015, moving closer to the  
2 per cent mandate. 

Ashu Suyash, Managing Director and CEO, CRISIL, said: 
“A standout feature last fiscal was about focus shifting to 
CSR outcomes. This is indeed the way to go, as underlined 
by the ‘Effective Altruism’ movement worldwide where, instead 
of doing what feels right, find the best causes to work on by 
using empirical evidence and analysis.” 

A quick survey of corporates and implementing agencies 
threw up some interesting pointers to this end, according to 
the analysis. Majority of the companies said they were open to 
collaboration for CSR activity, but finding the right partner, and 
structuring and reporting on such partnerships, were among 
the challenges. 

In absolute terms, the total 
money spent rose by Rs 2,500 
crore ($374million) to Rs 8,300 
crore ($1.2billion) in fiscal 2016. 
Another Rs 1,835 crore ($274million) 
needed to be spent for the average 
to achieve the mandated 2 per cent. 
Of this, as much as Rs 5,300 crore 
($790million) – or Rs 1,175 crore 
($175million) more than fiscal 2015 
– were spent on CSR activities linked 
to education, skills development, 

healthcare and sanitation, which are also the government’s 
priority areas. 

Ramraj Pai, President, CRISIL Foundation: “This public-
private complementarity is great to see because, as a 
percentage of total government expenditure, India spends 
significantly less than what other BRICS nations do. So the 
private sector ramping up where government spending is low 
is truly synergistic CSR.” 
There were 133 companies that either didn’t spend a dime, 
or were still freezing their CSR agenda. But even that is an 
improvement given that 200 companies were in the same boat 
in fiscal 2015. Of the 1,024 companies that figured in our 
analysis last year, 917 continued to meet the CSR criteria in 
2016. Nearly two-thirds of them increased their CSR spend, 
while one-third reduced. Encouragingly, 56 per cent of them 
spent 2 per cent or more compared with 50 per cent in fiscal 
2015. 

In fiscal 2015, smaller companies had spent relatively more, 
but in fiscal 2016, the larger ones have done well with more 
than half of them adhering to the 2 per cent mandate versus 
approximately a third previously. There were two reasons for 
the 22 percentage point jump in adherence by the larger 
companies: 

• they are overcoming the challenge of large-scale 
interventions, which takes more time and effort

• they are using implementing agencies, mainly non-
governmental organisations, for execution. 

Somewhat counterintuitively, many smaller ones preferred 
going solo.

The average spending on corporate social responsibility (CSR) by companies in 
India went up 29 basis points to 1.64 per cent last year, edging closer to the 
government mandate of 2 per cent.

“A standout feature last fiscal was about 
focus shifting to CSR outcomes. This is 
indeed the way to go, as underlined 
by the ‘Effective Altruism’ movement 
worldwide where, instead of doing what 
feels right, find the best causes to work on 
by using empirical evidence and analysis. 
Ashu Suyash
Managing Director and CEO, CRISIL

“

COMPANIES 
EYE SOCIALLY 
RESPONSIBLE 
OUTCOMES

REWIND 2017/CSR Focus
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As the table below shows, smaller companies were relatively 
more enthusiastic about spending on CSR activity compared 
with their larger counterparts in fiscal 2015. Clearly, they are 
not short on altruistic, society-building motivation. This also 
reflects a broad-basing of CSR activity in India Inc. 
For the bigger companies, the challenge is the large size of 

their spending mandate so they need considerable time  
and effort to conceptualise and design processes to  
maximise outcomes. 

The trend will thus change by the time we revisit the 
numbers after the current fiscal and we expect most lagging 
large corporates to show traction in their CSR activity.

Regional disparities in CSR compliance across India

82% of CSR spending in 4 sectors

Smaller companies more giving, but larger ones will catch up 
Going forward, larger organisations with established processes, governance systems and active boards 

would be more alive to the CSR task. However, presently, outcomes are quite the opposite is what the data reveals.

Spending profile
(% of profit)

1.5% or more
2% or more

% of companies (segmented on annual sales turnover)
Rs 100-500 cr Rs 500-10,000 cr More than Rs 10,000 cr

< 1.5%
< 1%

62%
53%

38%
26%

59%
50%

41%
29%

47%
31%

53%
36%

Gujarat
West Bengal

Spending profile (% of profit) of companies
2% and aboveStates

Uttar Pradesh
Tamil Nadu

Maharashtra
Haryana

Telangana
Karnataka

NCT of Delhi
Rajasthan

Rest of India

56%
57%

57%
62%

48%
62%

51%
51%

43%
46%

38%

1.5% and above

67%
68%

67%
66%

65%
65%

60%
59%

57%
58%

49%

less than 1.5%

34%
32%

32%
34%

34%
35%

39%
41%

43%
42%

50%

less than 1%

26%
21%

24%
34%

27%
19%

28%
29%

29%
28%

35%

Healthcare & sanitation
Education & skills development
Sector As % of total

Rural development projects
Environment conservation

281.3
337.6

133.8
93.4

27%
33%

13%
9%

Empowerment
Relief funds

National heritage protection
Promotion of sports

21
32.4

18
13.4

2%
3%

2%
1%

Benefits for armed forces/families
Funds for technology development

Others*
Total

2.3
2.3

90.9
1026.4

0%
0%

9%
100%

Spending (US$ mn)

1,875
2250

892
623

140
216

120
89

15
15

606
6841

Spending (Rs cr)

Other than the industrialised states such as Gujarat, Tamil Nadu and Maharashtra, where companies have 
performed well in terms of CSR spending, it is heartening to see companies based in West Bengal, 

Uttar Pradesh spending more than the national average, notes CRISIL
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The Solar Energy Corporation of India (SECI) has 
announced a 1,000 MW tender in order to allocate 

rooftop solar projects on government buildings across the 
country. This is the largest 
ever rooftop solar tender 
announced in India till date. 
Riding on the success of a 
previous 500 MW rooftop 
solar tender announced 
in April 2016, SECI has 
now doubled the allocation 
size. This is a welcome move in a market that has historically 
struggled to take off for a host of reasons. As per official 
statistics, the rooftop capacity in India stands at 382 MW.  
This includes only those projects that have been subsidised  
by the MNRE. The non-subsidised market appears to have  
crossed 1,000 MW.

SECI has recognised that one of the most challenging tasks 
is for investors and equipment suppliers to find consumers 
who are willing to install rooftop solar systems. One of 
the major costs for any developer in the rooftop segment 

is the cost of acquisition. Acquisition can be an extremely 
time-consuming process. This 1,000 MW tender aims at 
aggregating capacities across the country and although 

limited to government buildings, 
it is a move in the right direction. 
However, there are three other 
challenges that are needed  
to be addressed.

Challenge 1: Solving the 
DISCOM riddle

India’s DISCOMs are debt heavy. This is largely due to the 
fact that power is underpriced for a large section of the 
populations. Agricultural and some residential consumers get 
away by paying less than what it costs DISCOMs (Power 
Distribution Companies) to buy power from power producers. 
DISCOMs try to recover this deficit by overcharging industrial 
and commercial consumers. This has resulted in a situation 
where retail power prices have constantly increased for 
industrial, commercial and some residential tariff bands while 
prices have stagnated for the other segments. DISCOMs 

IS INDIA’S ROOFTOP SOLAR MARKET 
TAKING OFF?

by Akhilesh Magal

A relatively slow-moving solar market in India is showing some signs of promise.

SECI has recognised that one of the most 
challenging tasks is for investors and equipment 
suppliers to find consumers who are willing to install 
rooftop solar systems.   

REWIND 2017/Solar India
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cannot raise prices for farmers due to historic socialistic 
and now political reasons. This has led to a situation where 
industrial and commercial consumers are looking to hedge 
escalating grid costs by shifting to solar energy. Solar energy 
is already cheaper than grid prices for several such consumers 
across the country. DISCOMs now are in the classic 
“death spiral” trap where they are left to serve underpaying 
consumers (since they have an obligation to do so) while the 
cash-cows leave the grid. 

If India wants to meet its 40 GW solar rooftop target by 
2022, then this is the single largest problem that needs to 
be addressed. This would mean that DISCOMs do not take 
the brunt of the power subsidies, but the respective state 
government does. All power subsidies must be allocated for 
in the state government yearly budget and disbursed on-
time to the power consumers. An interesting and useful way 
to transfer subsidies is to adopt the Aadhar Number (India’s 
Social Security Number) direct bank transfer approach. This 
approach has been largely successful in dealing with cooking 
gas transfers and is now being widened in its approach to 
include fertiliser subsidy, food and other social schemes for the 
poor. Power subsidies are no different and implementing such 
a transfer shall end up eliminating several beneficiaries that do 
not deserve such subsidies. It will also improve data telemetry 
of India’s grid – a key challenge in India’s path towards 
modernising the grid. 

Implementing such a process is a long-term solution as it 
involves complex interactions with the states and dealing with 
different and often contradictory interests. In the short-term, 
SECI may play the role of the Power Purchase Agreement 
(PPA) signatory by purchasing power from rooftops and 
then selling the purchased power to DISCOMs. This would 
greatly help investors who are looking to invest in third-party 
owned models and see PPAs with India’s DISCOMs as a 
highly risky proposition. SECI should expand its purview to 
non-government roofs by aggregating rooftops through the 
MNRE’s existing database (see below).

Challenge 2: Easing the permitting 
and approval process for net metering
Almost all states in India have announced 
Net-Metering policies and/or regulations. 
The net metering process varies by 
state and is often a long-drawn unwieldy 
process. It takes anywhere between two-
six months to get an in initial approval and 
finally start injecting energy onto the grid.  
The approving authorities generally include: 
the state nodal agency (for registering 
the project and granting subsidies), the 
DISCOM (for giving the approval for net 
metering, approving the equipment and 
commissioning the system) and the Central 
Electricity Authority (for ensuring safety of 
the system and approving the single line 
diagrams). Over and above the roof owner 
has to interact with the EPC company and 
or the developer. The involvement of so 
many actors creates grey areas and result 
in delays as the file skips from office  
to office. 

One of the most important things is 
to take the entire process online. This 

way, a consumer can pay the registration fees online, upload 
all drawings and equipment certificates, call for inspection 
and receive subsidies directly. This would greatly reduce 
the process time and lead to a further reduction in costs. It 
would also hold relevant authorities responsible for delays and 
bring about accountability and transparency in the system. 
The Ministry of New and Renewable Energy (MNRE) has an 
existing website (SPIN) that aims at connecting consumers 
with suppliers. This portal can be improved and expanded. This 
website can also serve as a marketplace to aggregate demand 
from various parts of the country. This is again essential to 
bring down costs. 

Challenge 3: Creating a Scale Effect
Lessons can be learned through India’s rapid scale up of 
the LED program. The scheme called “Ujala” has been 
so successful that the national dashboard for LED bulb 
distribution shows that 187 million bulbs have been distributed 
in the last year. What is more remarkable is that fact that the 
prices have been significantly reduced. This is largely due to 
the volume effect playing out. The entire procurement of LEDs 
have been managed centrally by the Central Government 
owned company EESL. 

Can a similar procurement approach be worked out for 
solar modules that still comprise of nearly 45-50 per cent 
of overall system costs in India? This would also boost 
manufacturing in India and give India’s manufacturers a large 
home grown demand. It would also perhaps result in many 
solar module-manufacturing companies coming and setting 
up operations in India. The key here is scale and the central 
government must leverage its past success from the LED 
program and translate it to the rooftop solar market.
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Akhilesh Mangal is a Head Solar Advisor at Gujarat Energy 
Research and Management Institute (GERMI).
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Last year’s top inbound 
deals into India 

SNAPSHOT 2017
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The Indian government kick-started the New Year with a major boost to the 
country’s foreign direct investment (FDI) regime by liberalising norms for 
retail, civil aviation and pharmaceutical sectors. In this annual feature, India 
Inc. takes stock of 50 major FDI deals of the year just gone by.

MCE Holdings, Sandhar Tech in MoU

Malaysian automotive parts manufacturer MCE Holdings 
Bhd expects to further penetrate the India market through 
the signing of a memorandum of understanding (MoU) with 
India’s Sandhar Technologies Ltd. The cooperation in the 
current stage would focus on the development, production, 
marketing and supply of MCE’s existing range of products 
for automobile manufacturers located in India.

Amazon India partners with Gujarat
Amazon India signed a pact with the Gujarat Tribal 
Development Department to train and enable tribal 
entrepreneurs to directly sell their products to the former’s 
platform as part of the 2017 Vibrant Gujarat summit. It will 
also engage with tribal artisans, especially women, across 
Gujarat to train them to make their products more attractive, 
appealing and marketable across the online domain.

XCMG to invest $150mn in India unit

Chinese construction machinery maker XCMG Construction 
Machinery Company Ltd will invest $150 million in India. 
Anand Sundaresan, Chairman, Schwing Stetter Sales and 
Service, said the investment is part of the Make in India 
programme and that XCMG would produce construction 
equipment and material handling products. The proposed 
XCMG plant will be under a separate company and the 
products would be sold by the existing sales network of 
Schwing Stetter.

Vodafone to invest big in West Bengal
UK-headquartered Vodafone’s India arm signed a 
memorandum of understanding (MoU) with the Mamta 
Banerjee led West Bengal government to invest Rs 
3,000 crore ($469 million) for capacity augmentation and 
new business initiatives over the next three years. The 
MoU also aims at strengthening Vodafone’s leadership 
position in the state and creating more employment 
opportunities.

France’s Ingenico Group buys 
TechProcess
Paris-headquartered Ingenico Group acquired a 100 

per cent stake in TechProcess Payment Services, which 
owns electronic payments platform Billjunction, for 
approximately Rs 600 crore ($94 million). Kumar Karpe, 
CEO, TechProcess, said: “Their (Ingenico Group) leading 
position in payment industry will help us accelerate 
our development and allow us to lead the offline-online 
convergence in India.”

Reliance gets go-ahead for  
Dassault JV
Reliance Infrastructure Limited’s (RInfra) defence arm, 
Reliance Aerostructure, received a go-ahead for its 
proposed joint venture with French major Dassault 
Aviation from the Competition Commission of India 
(CCI). The new JV will be named Dassault Reliance 
Aerospace Ltd (DRAL), in which the Indian partner will 
have a 51 per cent shareholding while the French firm 
will hold 49 per cent.

Peugeot buys India’s Ambassador 
brand

Iconic Indian car brand 
Ambassador has been 
sold by Hindustan Motors 
to the French manufacturer 
Peugeot for a nominal $12 
million. Ambassador, one 
of India’s most prestigious 
vehicles used across the 
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government, was out of production since 2014. It is not clear 
whether Peugeot plans to revive the brand. The PSA Group, 
which makes Peugeot and Citroen cars, is yet to reveal 
which model it will build in India.

Chemplast Sanmar in JV with Kem One
Chennai-based Chemplast Sanmar formed a joint venture 
with French firm Kem One to set up a manufacturing 
facility for chlorinated polyvinyl chloride (CPVC) in Karaikal, 
Puducherry. The JV will be called Kem One Chemplast. The 
project, which is being set up at an estimated cost of Rs 
325 crores ($51 million), will have technology from Kem One 
and a capacity of 22,000 tonne per annum (TPA) of CPVC 
resins.  It will also manufacture CPVC compounds.

Britannia forms JV with Greece’s Chipita
Indian FMCG major 
Britannia Industries 
entered into a joint 
venture with Greek firm 
Chipita SA to produce 
and sell ready-to-eat 
croissants in India. The 
estimated investment 

in the JV, Britchip Foods Ltd, in Phase I is around Rs 100 
crores ($15.6mn). As per the agreement, Britannia Industries 
will hold 60 per cent of the total share capital of the JV and 
Chipita SA will hold the rest.

Sumitomo in Karnataka steel mill pact

Indian steel maker Mukand Ltd and Sumitomo Corp of 
Japan signed an agreement to form a joint venture that will 
set up a rolling mill in Hospet, Karnataka. The JV, Mukand 
Alloy Steel Pvt Ltd (MASPL), will set up the mill with an 
initial capacity of 375,000 tonnes per annum. Mukand will 
hold 51 per cent stake in the JV and Sumitomo 49 per cent 
equity with an enterprise value of Rs 2,820 crore ($441 
million). 

Phoenix Mills strikes Canada deal
Canada Pension Plan Investment Board (CPPIB) and Indian 
mall developer, Phoenix Mills Limited (PML), have formed a 
strategic investment platform to develop, own and operate 
retail-led mixed-use developments across the country. Island 
Star Mall Developers Pvt Ltd (ISMDPL), a PML subsidiary 
that owns Phoenix MarketCity in Bengaluru, will serve as 
the platform. CPPIB will initially own 30 per cent of the 
platform with an equity commitment of around Rs 724 crore 
($113 million). 

Russia gives nod to India helicopter JV

Russian President Vladimir Putin gave the go-ahead 
for setting up an Indo-Russian joint venture for the 
production of Kamov military helicopters for India 
under a $1-billion deal inked in 2015. Hindustan 
Aeronautics Limited (HAL), Russian Helicopters and 
Rosoboronexport are set to finalise the terms of setting 
up a new joint venture, which will oversee the supply of 
60 Kamov-226T helicopters to India in fly-away condition 
and 140 to be manufactured in the country.

UK firm acquires India’s SVG Media
UK-headquartered Dentsu Aegis Network acquired 
India’s leading independent digital agency SVG Media 
from the Smile Group. SVG Media includes three 
flagship brands — DGM, Komli and Seventynine. This 
acquisition also marked the India launch of Columbus, 
the Asia-Pacific digital marketing agency of Dentsu 
Aegis Network. After the acquisition, SVG Media has 
been rebranded as SVG Columbus.
 

Punj Lloyd arm bags Saudi  
Arabia order

Punj Lloyd’s 
overseas subsidiary, 
Dayim Punj Lloyd, 
won the Clean Fuels 
Interfacing Facilities 
Project by the Yanbu 
Aramco Sinopec 
Refining Company 
Limited (YASREF) 
in Yanbu, Saudi 
Arabia. It is worth 

Rs 321 crore ($50 million). Its objective is to interface 
YASREF with the Aramco Yanbu Refinery to supply low 
sulphur clean transportation fuel – diesel and gasoline 
– for domestic distribution. The pipeline system will also 
contain provision to transport YASREF refined products 
to the western regional pipeline hub.

BHEL bags $1.56bn contract from 
Bangladesh
Bharat Heavy Electricals Limited (BHEL) bagged its 
largest-ever export order, valued at Rs 10,000 crore 
($1.56 billion), for setting up a thermal power project 
in Bangladesh. The order has been secured from 
Bangladesh India Friendship Power Company (Pvt) 
Limited (BIFPCL). BHEL’s scope of work in the project 
includes design, engineering, manufacture, supply, 
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construction, erection, testing and commissioning of the 
1320MW thermal sets with ultra-supercritical parameters on 
turnkey basis.

CJ Korea Express buys Darcl  
Logistics stake

South Korean parcel delivery service company CJ Korea 
Express acquired a 50 per cent stake in India’s medium-
sized logistics and transport company Darcl Logistics Ltd. 
for $50.6 million. Through Darcl, CJ Korea Express will be 
able to enhance its logistics capability across the Asian 
continent by broadening its courier networks. The company 
also plans to seek more merger and acquisition targets 
abroad to bolster its presence in the global freight transport 
market. 

Xander, APG buy Chennai IT SEZ  
for $350mn

The Xander Group Inc. and APG Asset Management 
NV have bought an information technology (IT) special 
economic zone (SEZ) in south Chennai for around $350 
million from a joint venture of Shriram Properties’ and 
Infrastructure Pvt. Ltd and private equity fund SUN-AREA 
Property Partners. The SEZ is part of “The Gateway” project 
in Chennai’s Tambaram area. The 60-acre project has about 
4.5 million sq. ft of IT office space, of which 1.8 million sq. ft 
is already developed and operational. 

MHP, Invilogic strike global partnership
Hyderabad-based design automation start-up Invilogic 
Software, ENIT Invilogic GmbH and MHP, an arm of Porsche 
in Germany, have announced a global partnership to offer 
design automation solutions. Under the partnership, these 
companies plan to jointly develop and design automation 
technologies that cut short product development costs and 
reduce the design time for automotive and manufacturing 
industries worldwide.

Panasonic, TCS tie up for innovation 
centre 
Panasonic India will open its first India innovation centre 
in Bengaluru in collaboration with Tata Consultancy 
Services (TCS). With a team of 60, the centre of 
excellence will primarily focus on building technological 
solutions around internet of things and artificial 
intelligence. It will look into mobility, energy storage 
space, security and surveillance, connected community 
or smart homes and industrial and financial solution. The 
centre will also incubate start-ups, which will be located 
in TCS’ Bengaluru premises.

Alibaba buys majority stake  
in TicketNew 

Alibaba Pictures, the entertainment unit of China’s 
ecommerce major Alibaba Group, acquired a majority 
stake in Chennai-based start-up TicketNew. Post-
acquisition, Alibaba will have four representatives on 
TicketNew’s board and the firm’s promoters will have 
two of their representatives. TicketNew founder and 
CEO Ramkumar Nammalvar will continue to spearhead 
the business. TicketNew will continue working as an 
independent entity as Alibaba further plans to invest 
$18.65 million in the start-up.

Warburg Pincus picks up Tata Tech 
stake
Private equity firm Warburg Pincus will invest $360 
million to acquire 43 per cent equity stake in engineering 
services provider Tata Technologies Limited. Warburg 
Pincus will purchase about 30 per cent from Tata Motors 
Limited and its subsidiary Sheba Properties Limited, as 
well as the entire 13 per cent stake held by Tata Capital. 
C. Ramakrishnan, CFO, Tata Motors Group, said the 
“partial disinvestment” was part of the company’s plan to 
strategically monetise. 

RIL, BP to invest in India’s energy 
sector

Reliance Industries Ltd (RIL) 
and BP will invest further Rs 
40,000 crore ($6.25 billion) 
in their jointly owned KG 
(Krishna Godavari) D6 gas 
block off India’s eastern 
coast. This investment by 
the Reliance-BP partnership 
came after a gap of eight 
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years and is expected to bring down India’s energy imports 
considerably. RIL chief Mukesh Ambani said the two 
companies have also agreed on strategic cooperation, 
under which they will jointly explore options to develop 
differentiated fuels, mobility and advanced low-carbon 
energy businesses. 

LG, Vedanta JV to invest $2.5bn in Mihan

Maharashtra Chief minister Devendra Fadnavis announced 
that Twinstar company, which is a joint venture between 
India’s Vedanta Group and Korean company LG, will set 
up an electronics product manufacturing facility in MIhan, 
investing Rs16,000 crores ($2.5 billion) and creating a large 
number of jobs. The company will manufacture electronic 
hardware and has already purchased land to avail of an 
Indian government scheme.

Chinese firm makes real estate foray
Chinese construction major CNTC has formed a joint 
venture with Bengaluru-based Golden Gate Properties to 
mark its foray into the Indian real estate space, where it will 
invest over Rs 2,500 crores ($390 million) in two projects 
to begin with. The newly-formed entity, Golden Gate-
CNTC, plans to invest $1 billion in the next two years on 
realty projects. The JV will develop more projects that will 
comprise commercial, residential and mixed use projects.

Bajaj, KTM to make Husqvarna bikes  
in India

India’s Bajaj 
Auto Ltd and 
Austrian 
sports bike 
maker KTM 

announced plans to expand the scope of their agreement 
to make the Husqvarna Motorcycles brand global and 
scale up the business. Under the widened scope of the 
partnership between Bajaj and KTM, the first Husqvarna 
models — Vitpilen 401, Svartpilen 401 and Vitpilen 701 — 
will be produced in Mattighofen, Austria, and launched in 
early 2018. Later in 2018, the Vitpilen 401 and Svartpilen 
401 production for the global markets will be transferred to 
Bajaj’s Chakan factory.

Google acquires AI start-up Halli Labs
Google has acquired newly-launched Bengaluru-based AI 
(Artificial Intelligence) start-up Halli Labs for an undisclosed 
amount. The acquisition will allow Google to utilise Halli 
Labs’ advanced AI and ML (Machine Learning) technologies 
to upgrade older domains and platforms for better 

performance. The Indian firm will be part of Google’s 
Next Billion Users initiative, which is aimed at expanding 
the search engine giant’s user base by tapping into up-
and-coming markets like India. 

KKR buys stake in Radiant Life Care 

Global private equity major KKR has agreed to invest 
$200 million for a 49 per cent stake in the hospital 
management firm Radiant Life Care, which runs 
Mumbai’s Nanavati Hospital and BLK Hospital in New 
Delhi. Abhay Soi, Radiant’s Founder and Chairman, 
said that KKR and Radiant managements will work 
together to expand the company’s footprint across the 
metros to make high-quality healthcare services more 
accessible, to drive health tourism business, and also 
organ transplants.

Paytm, AGTech form JV for online 
gaming
Hong Kong-based lottery firm AGTech Media, in which 
Alibaba Group holds a controlling stake, has entered 
into a joint venture with India’s leading mobile wallet and 
payments firm Paytm to set up a gaming company in 
India. Paytm will hold 55 per cent while AGTech group 
will own 45 per cent in the new venture. The companies 
will together invest $16 million in the JV, which will offer 
mobile games and user engagement activities to  
Indian consumers. 

Sembcorp raises stake in Indian unit
Singapore-based power producer Sembcorp Industries 
Ltd has increased shareholding in its India-focused 
renewable energy company Sembcorp Green Infra to 72 
per cent for an estimated $15.7 million. The investment is 
aimed at funding the company’s growth in the renewable 
sector in India. Under the terms of the deal, Sembcorp’s 
wholly-owned subsidiary, Sembcorp Utilities, subscribed 
to an entire rights issuance by Sembcorp Green Infra.

Essar Oil clinches Rosneft pact
A Russian oil major Rosneft led consortium closed 
its $12.9-billion purchase of Indian refiner Essar Oil. 
The deal marks the biggest foreign acquisition ever in 

India after Russian state-
run Rosneft and its partners 
– global trader Trafigura 
and Russian fund UCP – 
purchased a 98.26 per cent 
stake in Essar Oil in a deal 
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announced in 2016. Rosneft and its partners are acquiring 
Essar’s oil refinery in Vadinar, Gujarat, which can process 
400,000 barrels a day of crude. The deal includes a port, a 
power plant and 3,500 fuel stations.

Accenture in Bengaluru innovation deal
Bangalore International Airport Limited (BIAL) signed an 
agreement with Dublin-headquartered Accenture to set up 
a co-innovation centre at the Kempegowda International 
Airport in Bengaluru. The centre will incubate and develop 
digital solutions using future-ready technologies to provide 
more engaging passenger experience. Accenture would 
help define a digital road map for BIAL and develop tailor-
made solutions using a combination of digital technologies 
including IoT, advanced analytics, AI, robotics, in addition to 
social and mobile platforms. 

Saab, Adani partner for fighter jets 
contract

Sweden’s combat aircraft manufacturer Saab has tied up 
with India’s Adani Group to bid for a contract to make fighter 
aircraft in India. The Saab-Adani partnership would be aimed 
at producing planes under India’s new “strategic partnership” 
policy. Under this new defence partnership policy, a foreign 
aircraft maker can collaborate with an Indian firm to help 
develop a world-class indigenous aeronautical base that 
India wants to create.

Transsion picks majority stake in Spice 
Mobile

Chinese communications firm Transsion Holding has picked 
up 80 per cent stake in Spice Mobile as it aims to garner a 
larger market share in the fiercely competitive Indian mobile 
handset market. In the joint venture company, Transsion 
holds 80 per cent stake while the Modis of the Spice Group 
hold the remaining 20 per cent. With this deal, Transsion is 

handling the manufacturing, sourcing and marketing of 
all Spice brand phones in India

Blackstone Group to buy IARC
American alternative asset management firm 
Blackstone Group will acquire a controlling stake in 
Mumbai-based distressed asset buyer International 
Asset Reconstruction Co. Pvt Ltd (IARC). According 
to the agreement, Blackstone will initially invest about 
$150 million for a large minority stake, which can be 
subsequently raised to a majority one in a couple  
of years.

Fosun to cut Gland Pharma stake

China’s Fosun Pharmaceutical Group decided to reduce 
the size of the stake it will buy in Hyderabad-based 
Gland Pharma to 74 per cent, from the initial target 86 
per cent that valued at about $1.26 billion. The new plan 
would involve investment of no more than $1.09 billion. 
The deal would allow Gland to manufacture some of 
Fosun’s biosimilar drugs for the Indian market and give it 
better access to other markets where Fosun already has 
a strong presence.

Temasek buys Manipal Hospitals stake

Singapore-based Temasek Holding agreed to acquire an 
estimated $150-million (Rs 1,000 crore) stake in Manipal 
Hospitals in a deal that could turn the Bengaluru-based 
private healthcare network into an industry consolidator. 
It will buy existing private equity investor True North’s 16 
per cent stake in Manipal Health Systems, which runs a 
hospital chain of around 5,000 beds. The move values 
Manipal Hospitals at Rs 6,500 crores ($1 billion). 

LinkedIn India to upskill blue-collar 
workers
Professional networking firm LinkedIn has partnered with 
vocational training company IL&FS Skills Development 
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to bring blue-collar jobs on its platform. The initiative is part 
of the government’s Skill India programme. As part of the 
programme, Mumbai-based IL&FS Skills will design and 
provide skilling modules and training environment, while 
LinkedIn will help students find a job. The initial batch of 
400 people will be trained in the hospitality sector and the 
programme will be extended to other industries later.

India, EIB ink pact for Bangalore Metro

India and European Investment Bank (EIB) signed the 
finance contract for lending of €300 million for the Bangalore 
Metro Rail Project phase-II. It is to be jointly financed by 
the EIB (€500 million) and Asian Infrastructure Investment 
Bank (€300 million).The project relates to the extension 
of East-West and North-South lines for Bangalore Metro 
Rail, which includes a total length of 72.095 km (13.79 km 
underground) and 61 stations with 12 underground stations. 
The project implementation period is five years from the 
date of commencement.

Allianz in $500mn Indian partnership

Allianz Group, a Germany-based global insurance firm, has 
partnered with construction major Shapoorji Pallonji Group 
to set up a $500-million real estate fund—SPREF II—which 
will invest in commercial office properties in India. This deal 
forms part of Allianz’s strategy to allocate around five per 
cent of its global real estate portfolio to the Asia Pacific 
region. Allianz will own 50 per cent of the platform, and the 
remaining will be held by long-term institutional investors. 
The fund plans to raise $500 million in equity.

Carlyle strikes deal with Chennai’s VRCM
Global private equity fund Carlyle Growth will buy Chennai-
based Visionary Revenue Cycle Management (VRCM), a 
provider of healthcare solutions, for $65 million (Rs 420 
crore) from the company’s promoters and venture capital 
investors. Carlyle may consider merging VRCM with  
Allsec Technologies, another business process outsourcing 
company that it owns, to build scale and later exit  
the market.

US firm buys Idea, Vodafone towers

Vodafone India and Idea Cellular Ltd have agreed to sell 
their standalone tower businesses in India to the local 
unit of American Tower Corp (ATC) for an aggregate 
enterprise value of Rs 7,850 crore ($1.2 billion). Idea will 
sell its entire stake in ICISL and Vodafone India will sell 
business undertaking to ATC TIPL, a majority owned 
subsidiary of American Tower Corporation, to implement 
the deal. The deal is expected to close during the first 
half of calendar year 2018.

Creador invests in Ujjivan Financial 
Services
Private equity (PE) firm Creador has invested Rs 
215 crore ($33 million) in Bengaluru-based Ujjivan 
Financial Services Ltd. Creador said that Ujjivan has 
demonstrated a strong financial track record, with 
its assets under management growing by nine times 
between 2012 and 2017 to Rs 6,400 crore ($685 million), 
and with its return on assets and return on equity 
averaging at 3 per cent and 15 per cent, respectively.

IFC, HDFC create affordable housing 
fund

International Finance Corporation (IFC), the private-
sector investment arm of the World Bank, has teamed 
up with mortgage lender HDFC to create an $800 million 
fund dedicated to affordable housing in India. IFC will 
pump in $200 million through masala bonds that will 
be listed on the London Stock Exchange while the rest 
would come from HDFC. The fund will support affordable 
housing projects under the central government’s 
Pradhan Mantri Awas Yojna, which aims to achieve 
Indian Prime Minister Modi’s vision of ‘Housing for All’  
by 2022. 
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Fairfax buys stake in Tata’s BPO firm

Fairfax Group has agreed to buy a 51 per cent stake in 
Hyderabad-based business process outsourcing (BPO) 
company, Tata Business Support Services (TBSS), for Rs 
153 crore ($23.5 million). Fairfax Group, through its Bombay 
Stock Exchange (BSE) listed Quess Corp, will acquire 
the majority stake in TBSS. The transaction values TBSS, 
including its debt, at Rs 330 crore ($51 million). Quess Corp 
will buy the stake in TBSS from Tata Sons and Tata Capital. 
Tata Sons will continue to hold the remaining 49 per cent 
stake in the entity. 

SoftBank to acquire part stake in Ola
Indian online transportation network company Ola’s largest 
investor SoftBank is likely to acquire an additional 10-12 
per cent stake in its parent company ANI Technologies. 
Japanese MNC SoftBank is reportedly planning to buy the 
additional stake from Ola’s second-largest investor Tiger 
Global. It will pay Tiger Global around $400-500 million 
to give it a partial exit. Tiger Global holds around 12-15 
per cent stake, while SoftBank holds 25 per cent in the 
Bengaluru-based taxi ride hailing firm.

Lotte to acquire Havmor for $152mn
South Korean 
conglomerate Lotte 
Confectionery Co. 
Ltd agreed to acquire 
Havmor Ice Cream Ltd 
for 164.5 billion won 
($152 million). Lotte 
said that it will acquire 
all of Havmor’s 10 
million issued shares in 
cash from the founding 
Chona family. The deal 

will help Lotte expand its business in India, where it already 
sells gums, candies and snacks through Chennai-based 
Lotte India Corporation Ltd.

Canada fund to buy ReNew Power stake
Canada Pension Plan Investment Board plans to buy around 
15 per cent stake in Gurugram-based ReNew Power for 
$330-350 million to become the third-largest shareholder in 
the renewable energy company. Canada’s largest pension 
fund will pick up convertible preferential shares issued by 
ReNew Power for $200 million and acquire another 6.33 per 
cent from the Asian Development Bank. 

Tata, Daewoo JV wins $850mn Mumbai 
project

Tata Projects Ltd, through a joint venture with Daewoo 
E&C of South Korea, has secured a $850-million 
contract (Rs 5,612 crore) to design and build a part 
of India’s longest sea-bridge, Mumbai Trans Harbour 
Link. The package awarded to Daewoo-Tata Projects 
JV involves the construction of a 7.8-km-long bridge 
section across the Mumbai Bay, including Shivaji Nagar 
Interchange at Navi Mumbai, which is a complex stretch.

EKKI Pumps eyes European  
strategic pact
Coimbatore-based EKKI Pumps revealed it is in the final 
stage of inking a deal with an unnamed European pump 
major to form an international strategic alliance. As part 
of the agreement, the partners will be setting up a new 
greenfield facility – planned in three shortlisted southern 
states or Gujarat. The alliance will help EKKI get a 
complete range of products and enable it to enter the 
industrial application segment. 

Airtel to sell partial stake in DTH arm 

Bharti Airtel Ltd and another group entity will sell a 
combined 20 per cent in its DTH arm, Bharti Telemedia 
Ltd, to private equity (PE) firm Warburg Pincus for $350 
million. The transaction will see Bharti Airtel sell 15 per 
cent in Bharti Telemedia and another Bharti entity sell a 
5 per cent stake to an affiliate of the PE firm. Airtel will 
use the funds to pare debt. The parent company will own 
an 80 per cent stake in Bharti Telemedia on completion 
of the transaction.
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Indian Prime Minister Narendra Modi has a well-founded 
reputation as a disruptor. Demonetisation of high value 

currency notes that sucked out 86 per cent of the country’s 
currency in circulation, the introduction of the Goods and 
Service Tax (GST), which replaced a welter of central and 
state levies and turned all 
of India into one common 
market, and the passage of 
the Insolvency and Bankruptcy 
Code, which has put the fear of 
God into some of the biggest 
corporate defaulters, have all 
unleashed the proverbial cat 
among various cosy cabals of pigeons.

Another sphere that Modi has disrupted quite substantially 
since taking office in 2014 is India’s foreign policy stance. 
Long used to a time-worn, reactive, ideologically-driven, 
please-all postures, foreign policy watchers in India and 
abroad were taken aback when the Modi government decided, 
in the words of one commentator, to “bat on the front foot”.

This stance won grudging praise from the Chinese when a 
leading state-run newspaper commented that “India now had 
a government that would not be scared to offend others”.

The year 2017 may well go down as the one in which India 
finally made a decisive break from the old clubby ways of the 

Ministry of External Affairs and 
into the world of hardnosed 
global real politics?

Acting East
India’s Look East policy, which 
focussed on East and Far East 
Asia and Australia-New Zealand 

as a priority region, was introduced by former Prime Minister 
P.V. Narasimha Rao in the early 1990s, but its implementation 
took off in right earnest only under the regime of Atal Bihari 
Vajpayee.

Taking this one step further, the Modi government amended 
the policy to Act East. Under this, attention was refocussed on 
the 10-nation ASEAN bloc, Japan, Australia and the US.

INDIAN DIPLOMACY’S NEW PARADIGM: 
INDIA FIRST

by India Inc. Staff

Under Narendra Modi, India has shed its anaemic ‘please all, offend none’ 
foreign policy stance, firmed up what exactly Act East means and has handled 
foreign policy challenges strictly from the point of India’s enlightened self-interest.

ACT EAST

The year 2017 may well go down as the one in which 
India finally made a decisive break from the old 
clubby ways of the Ministry of External Affairs and 
into the world of hardnosed global real politics?
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It also factored in China’s very assertive rise as the 
800-pound gorilla in Indo-Pacific region and carefully 
calibrated India’s responses to several provocations so as to 
be able to regain some of the bargaining chips that previous 
governments had frittered away in several unrequited unilateral 
gestures to Beijing.

Tackling the Dragon
Previous Indian governments have usually quietly acquiesced 
to China’s creeping expansion into India’s sphere of influence 
as well as Beijing’s efforts to checkmate New Delhi’s rise 
in international affairs. The list is long… Nepal, Sri Lanka, 
Bangladesh, Maldives… Keeping Chinese sensibilities in mind, 
previous governments have even cancelled visits of senior 
government functionaries to Arunachal 
Pradesh, which Beijing claims as its own.

This did nothing to placate the dragon; 
these gestures only made China more 
aggressive in claiming territory and geo-
political space at India’s expense. So, in 
future many will remember 2017 as the 
year in which India decided to come into 
its own. 

OBOR: It came as a shock to many 
Indian foreign policy wonks – long used 
to the “please all, offend none” diplomatic 
paradigm – when the Modi government 
decided not only not to participate in Chinese President Xi 
Jinping’s multi-trillion dollar One Belt One Road initiative, 
which proposes to build an extensive network of highways, 
railway lines and ports to connect the Chinese mainland to 
Europe and the Middle East via an overland route.

India’s objections to this project were based on principles 
and sound economic logic. The most important part of OBOR, 
the China-Pakistan Economic Corridor (CPEC), passed 
through Pakistan-Occupied Kashmir. If India had accepted 
China’s and Pakistan’s right to go ahead with the construction, 
it would have diluted India’s claim to the territory that is being 
illegally occupied by Pakistan. Then, as many independent 
western experts have also noted, the project design and 
its financial architecture seems heavily loaded in favour of 
cementing Chinese hegemony over the countries through 
which this network passes.

India decided to stand alone and oppose this project, 
ignoring protests by those who feared that New Delhi would 
be isolated. Subsequently, even the US, Japan and Germany 
have expressed reservations about OBOR. 

Doklam: China has, over the years, consistently probed for 
soft spots on the disputed Line of Actual Control that serves 
as the de facto international border between the two countries. 
Beijing had been building a road in the Doklam area for many 
years, under the benign gaze of the previous Congress-
led UPA government. It was the Modi government that saw 
through the game of China forcing Bhutan to cede territory 
and scythe away India’s military advantage in that sector. A 
months long military face-off followed before the Chinese 
blinked – for the first time in living memory – handing the 
Indian government a big diplomatic victory.

Quadrilateral: It was Japanese Prime Minister Shinzo Abe 

who had first proposed a quadrilateral arrangement between 
India, the US, Australia and Japan to contain the rise of 
China as the new Asian hegemon. The idea has now been 
revived – despite protests from China – with a clear agenda: 
connectivity and proliferation.

The western headache
Pakistan has been giving Indian policy planners migraines 
since Partition and no government has yet found a satisfactory 
way of dealing with this nation. But for the first time, the Modi 
government has decided to increase the cost for Pakistan – by 
proactively wreaking havoc on its border posts for every act of 
transgression by Islamabad and by carrying out surgical strikes 
inside Pakistani territory.

International confidence
The Indian government has traditionally 
avoided approaching the International 
Court of Justice (ICJ) on bilateral matters 
out of fear that Pakistan could raise the 
Kashmir issue before it and secure an 
adverse ruling against New Delhi. 

But in a sign of growing confidence, 
the Modi government took the case 
of Kulbhushan Jadhav, an Indian 
businessman being held by Pakistan 
on trumped up charges of spying and 
terrorism, to the ICJ and won him a 

reprieve from the gallows. The matter is still sub-judice before 
the ICJ but the first round has definitely gone India’s way.

In another sign of its growing confidence and international 
clout, India conducted a brutal diplomatic battle against the 
UK, a P-5 member, to get its nominee elected to the ICJ 
bench. The battle ended when the UK withdrew its nominee 
for the position. The British media read this as a sign of the 
declining global influence of a post-Brexit UK, but equally, it 
is also a sign of India’s growing stature and rising sway in the 
comity of nations.

Challenges ahead
Despite successes on several fronts, India continues to 
face significant challenges on the foreign policy front. As 
mentioned, India’s neighbourhood remains in flux. China has 
made huge inroads into Nepal, Bangladesh, Sri Lanka and the 
Maldives and has almost turned Pakistan into a client state.

The victory of a pro-China Communist coalition in the 
Nepal elections and the election of a known India baiter as 
that country’s Prime Minister will pose huge headaches for the 
mandarins of the Ministry of External Affairs. And Maldives’ 
openly pro-China President, who rides roughshod over his 
island nation’s democratic opposition will also challenge Indian 
diplomacy.

But the Modi government seems to have clawed its way 
back into the game in Sri Lanka and Bangladesh though it 
obviously cannot match the multi-billion dollar lines of credit 
that Beijing keeps dangling before these governments to lure 
them into its sphere of influence. 

For now, it is enough to note that in 2017, the Indian 
government has made a decisive break with the anaemic 
diplomatic paradigm of the past and set sail into uncharted 
waters – with some notable successes and some issues 
where the jury is still out.
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REWIND 2017/Guest Column

The Government of India recently announced a highly 
ambitious vision for India’s steel industry and future 

demand and circulated a New Draft Steel Policy 2017 for 
public discussion.

This document is an outline for attaining a most challenging 
target capacity of 300 million tonnes of crude steel capacity 
by 2030, which is anticipated to be the demand for steel then. 
To put this figure in context, India is producing only around 
100 million tonnes today while China alone produces around 
750/800 million tonnes per year, which is an astounding 50 
per cent of global output. Besides it will require India to add 
capacity every year at a rate not even remotely achieved in  
the past. 

Very correctly, in its first paragraph this Draft Policy points 
out that installation of adequate steel making capability is of 
strategic importance and especially vital for a large country. 
Hence every enabler which supports competitive Indian steel 
making capacity has not only economic value but adds to our 
national security. 

India’s per capita consumption of steel, as most of its other 
comparative necessities such as energy or plastics, is much 
lower than global averages. The Government has expressed 
confidence in achieving the high targets set for building 
roads, ports, new cities, housing and expanding the railway 
network. This rapid growth in infrastructure is expected to be 
accompanied by an equal, if not faster, need for all forms of 
vehicles and consumer durables. All of which have and will 
continue to have steel as one of their principal constituents.

It is thus unmistakably clear that if enough steel making 
capacities don’t exist within, India’s short term and long term 
economic security is at peril, especially when the only country 
which could then supply steel in large quantities is China, with 
which India already has a huge negative trade balance.

 The ‘Steel Vision 2017’ compiles quite thoroughly all the 
predicaments facing Indian steel companies, such as non-
availability of key raw materials like coking coal and key alloys. 
It further elaborates that acquiring land, establishing key 
linkages such as water, power and transportation, obtaining 

A NEW VISION OF STEEL FOR 
DEVELOPMENT

by Rajesh V. Shah

The Government of India recently unveiled its vision for India’s steel 
manufacturing capabilities by circulating a new draft steel policy for 2017 for 
public discussion and approval by the Cabinet, writes India Inc. policy expert.

It is thus unmistakably clear that if high enough steel 
making capacities don’t exist within India’s short term, 
the long term economic security is at peril. This plays 
against the backdrop of the fact that the only country 
which can supply steel in large quantities is China, with 
which India has a huge negative trade balance already..   
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iron ore mining rights and crucial environmental clearances, 
delay construction of new projects significantly. High prevailing 
interest rates, long gestation periods to build steel plants 
and the huge debts, much of them still under corporate debt 
restructuring, faced by many of the Indian steel companies, 
further compound the difficulties to expand or construct 
greenfield units. Indian banks have become extremely vary 
after living through several steel demand and price downturns, 
to lend easily to the Indian steel sector. Further, the current 
initiatives of the Government aimed at assisting the Indian steel 
industry to recover, will have to be rolled back in the near term. 

 Given all that is stacked up against Indian steel companies, 
including those in the public sector, it is completely unlikely 
that anywhere near 300 million tonnes in capacity can be 
achieved within a decade. India would remain undesirably 
dependent on imports, mostly from only one country, China, or 
accept impaired development.

 However, the future doesn’t have to be so gloomy if the 
Indian Government can accept the reality which comes 
through transparently in the Government’s own Draft Steel 
Policy. They must be compelled into sacrificing the holy cow – 
the deeply ingrained concept of Government-owned  
steel plants.

 The Government of India owns a majority stake in six 
steel plants, producing only about 18 million tonnes annually. 
These well established units are most valuable as they have 
tens of thousands of acres each of land in their possession 
and are blessed with extraordinarily good linkages as well as 
operating mining rights for iron ore and coal. Each location can 
easily construct plants upwards of 25 million tonnes capacity 
annually, together creating the steel capability critical for India’s 
prosperity. It is totally possible, if truly land efficient layouts are 
employed to achieve upwards of 25 million tonnes of capacity 
in each of these six locations. This would mean that 10 times 
the existing capacity is possible in this Government owned 
plants. Yet there is no way this will happen if they remain in 
the public sector as they have been most ineffective in project 
management due to various inbuilt constraints. Projects are 
delayed at least five years beyond set deadlines and their 
manpower productivity is abysmally low. 

The only path ahead is for the Government to disinvest each 
of these six plants to large, qualified and competent bidders, 
mostly international, and perhaps to one or two Indian firms, 
with firm guarantees from them to invest and expand to 
mandated levels of capacity. Investment of nearly $150 billion 
of low cost funds over a decade will be essential and which 
can come almost entirely from international sources.

 It is for the Government to create sufficient public support 
as the Vajpayee led BJP Government did in the past, when 
several industries were disinvested, and those today are 
models of corporate efficiency, continued investment and 
enhanced employment. The Government exchequer could also 
realise over $15 billion through disinvestment of their stake in 
these public sector steel units. 

 Japan, South Korea, China and France, the only remaining 
major steel producing nations, should be wooed by India 
so that they encourage and support their countries’ premier 
steel corporations to bid for and take over the Indian public 
sector steel plants to expand them rapidly to competitively 
meet all of India’s future needs. All Government assistance 
and assurances for safeguarding such unprecedented foreign 
investment in a single sector must be promised and given. 
Existing employees would in any case have nothing to fear 
as they are protected by law and their tenure can be ensured 
as part of the contract with the new owners. Such massive 
expansion of India’s steel capabilities would necessarily 
generate millions of skilled jobs, directly and indirectly. 

 If the infrastructure, transportation and housing aspirations 
of the billion plus Indians are actually to be realised and, in the 
process, essential long term economic security is not to be put 
at stake, then this rational route needs be adopted  
without delay.

Make in India absolutely commences with making steel  
in India.

Rajesh V. Shah is Co-Chairman and Managing Director, 
Mukand Ltd, and a Former President of the Confederation 
of Indian Industry (CII). 
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The Indian healthcare sector is one of the fastest 
growing sectors with high contribution not only 

in terms of revenue, but also employment. The Indian 
healthcare market is expected to rank amongst the 
top three healthcare markets in terms of incremental 
growth by 2020.1 The sector stood at approximately 
$113.9 billion in 2016 and is likely to grow at a 
compound annual growth rate (CAGR) of 11.6 per 
cent in the next five years to reach $195.6 billion.2 
This growth is driven by the rising income levels, 
ageing population, increasing healthcare awareness, 
growing health insurance penetration, increasing 
government’s focus on providing universal healthcare 
and the growing burden of the non-communicable 
diseases (NCDs). Along with these drivers, India’s 
unique value proposition in the form of low costs, 
availability of advanced technologies and skilled 
workforce are further driving the medical value travel 
in the country.

These factors combined with recent government 
conducive policies 
are responsible for 
alluring domestic 
as well as foreign 
investments from 
the private equity 
(PE), venture firms 
and healthcare 
players. In the last five years, the sector has attracted 
approximately $63.9 billion from VC and PE firms.3 
Further, foreign direct investment (FDI) in the sector 
witnessed an overall investments of $4.75 billion 
during 2012–16.4 

Current investment landscape of the sector 
— Focus on healthcare services and hospital 
chains
India is gradually becoming a favourable investment 
destination owing to the high economic growth, low 
cost labour and the availability of opportunities in 
several untapped sectors. Additionally, the recent 
government initiatives to promote the ease of doing 
business, such as the relaxation of FDI norms, 
strengthening of research and development (R&D) in 
the sector and strengthening of intellectual property 
rights (IPR) regime, along with policies promoting the 
start-up culture, have fuelled investments.

The overall FDI in India has increased to reach 

approximately $46.40 billion in 2016, an increase of 
17.9 per cent y-o-y, which can be attributed to the 
relaxation of FDI norms, as for most of the sectors 

under the automatic 
route, 100 per cent FDI 
is permitted.4 In 2016, 
under the healthcare 
sector, a majority of FDI 
came for the ‘Drug and 
Pharmaceuticals’ category 
($1.08 billion), while in the 

‘Hospital and Diagnostic’ segment, the investments 

were found to be flat in 2016 compared with that of 
the previous year.

The dominance of pharma in FDI can be attributed 
to the interest of foreign investors in the established 
pharma companies, which are expected to perform 
in the growing Indian pharma market estimated at 
$39.5 billion in 2015–16 (including exports) and 
set to grow at a CAGR of 12 per cent over the next 
three years.5 

The total PE investments in India has also reached 
the mark of $15 billion in 2016, with approximately 

INDIAN HEALTHCARE: AN EMERGING 
INVESTMENT MAGNET 
by Nilaya Varma

The Indian healthcare sector is riding the growth curve and emerging as a 
lucrative site for foreign investments, writes a healthcare analyst.

Nilaya Varma is 
Partner and Head 
of Healthcare at 
KPMG in India.

India’s unique value proposition in the form of low 
costs, availability of advanced technologies and 
skilled workforce are further driving the medical value 
travel in the country.   
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1. Healthcare, Indian Brand Equity Foundation, January 2016, 
accessed on 17 April 2017

2. EMIS Professional - BMI Industry View (Pharmaceuticals & 
Healthcare Report - India – Q2 2017), accessed on 11 April 
2017 

3. Private Equity Review report – 2016, KPMG, February 2017
4. Department of Industrial Policy and Promotion, accessed on 12 

April 2017

Source: Department of Industrial Policy and Promotion, accessed on 
12 April 2017
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1,430 deals.6 The overall investments were significantly 
contributed by the IT; banking, financial services and insurance 
(BFSI); consumer discretionary; and, the healthcare and life 
sciences sector, in the specified order.6

The healthcare and life sciences sector in India has been 
particularly witnessing substantial investments from PE firms, 
venture capital firms and angel investors. In 2016, the sector 

experienced an investment of about $1.1 billion, with nearly  
88 deals.7

                                                                                  
The investments in 2016 in healthcare and life sciences 

sector, were mainly driven by investors’ interests in the 
healthcare (about 51 per cent of the total investments) 
followed by the pharmaceuticals segment (approximately 
28 per cent of the total investments) and biotechnology 
(approximately 9 per cent of the total investments).7 Within 
the healthcare segment, some of the preferred areas of 
investments include single and multi-specialty hospitals chains 
and healthcare IT (mobile health application solution, cloud-
based solution and health monitoring solution). There were a 
lot of investments observed for dental services and eye care 
services, suggesting a growing interest of investors in single 
specialty domains. Under the pharmaceuticals segment, the 

investments were focussed on companies dealing in oncology 
drug development, nutritional ingredient manufacturing and 
clinical research. The sector also witnessed a few investments 
in the emerging area of innovative biotechnology products, 

such as nanoparticles-based drugs and stem cells-based 
therapies, diagnostic platforms, and wearables.6,7

With an aim to promote the investments in the sector,  
the government has taken certain steps to attract investors,  
such as:

• Increase FDI limit to 74 per cent in the existing 
pharmaceuticals companies: In June 2016, the 

government raised the share of FDI to 74 per cent 
from 49 per cent in brownfield pharma ventures, which 
can boost PE investments. Earlier, the government had 
allowed 100 per cent FDI under the automatic route in 
Greenfield pharma companies.8

• Bringing 100 per cent FDI for medical devices 
companies: In 2015, the government further allowed 
100 per cent FDI through automatic route for medical 
devices manufacturers. This is expected to not only 
boost local manufacturing, but also attract foreign 
companies to open their subsidiaries in the country.9

• Registering as Foreign Venture Capital Investor (FVCI) 
under the Securities and Exchange Board of India 
(SEBI): An FVCI registered with the SEBI is exempted 
from compliance with the pricing guidelines under the 
Consolidated FDI Policy for the acquisition of securities 
at the time of entering a market as well as transferring/
selling the securities during an exit.8

The Indian ecosystem for healthcare investment needs 
to be strengthened to develop as a globally renowned 
healthcare investment hub
Even though the Indian healthcare system is witnessing 
significant growth in terms of investments, there is a need 
to further strengthen the ecosystem by mitigating certain 
challenges such as absence of unified regulatory framework, 

2013 2014 2015 2016

1.3
1.5

1.3
1.1

Healthcare
51%

Pharmaceuticals
27%

Biotechnology
9%

Diagnostics
9%

Medical devices/
Medtech

4%

Investments in healthcare and life 
sciences sector, 2013–15 

($ billion)

Investments in healthcare and life 
sciences, by segment, 2016*

Note*: Healthcare segment includes multi-specialty, single specialty hospital chains, clinics and healthcare IT firms; 
Pharmaceuticals includes drugs manufacturers and distributors

Source: KPMG India analysis, Private Equity Review report – 2016, KPMG, February 2017

5. Indian pharmaceutical industry valued at $ 39.5 billion, CRISIL database, 
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low tax incentives, thin spread of healthcare insurance, yet 
to be implemented medical device regulations and lack 
of cluster-based developments for active pharmaceutical 
ingredients (APIs). Some of the Asian countries such as  
China, Singapore and Malaysia have taken steps to attract 
healthcare investments.  A few lessons that can be taken from 
these countries: 

• Unified regulatory framework to remove multiplicity 
and promoting cluster-based developments: China 
restructured its food and drug regulatory body to form 
a single agency with ministerial level powers under the 
State Council. The new agency replaced a large cluster 
of overlapping regulators to streamline the regulatory 
regime and reduce the drug approval time. It has also 
adopted clusters-based approach to incentivise API 
manufacturing in the country.10 

• Support in healthcare insurance and streamlining 
medical device regulations: Singapore’s constructive 
policies and model of co-payment, in which people 
share the expense of their care along with government 
subsidies, have helped in reducing the out-of-pocket 
expenditure. The country has also developed separate 
regulations for medical devices to streamline the 
process of standardisation and regulation of medical 
devices.11

• High tax incentives:  Malaysia is seen as one of 
the key South East Asian countries providing high 
tax incentives to promote investments. Several 

provisions such as customised incentives for large 
ticket investments, ten year tax holiday, access to 
ASEAN markets through free-trade agreements, duty 

exemptions and no restrictions on equity, are attracting 
a lot of foreign investors in healthcare segment.12

Along with the relaxations in regulations for investments 
provided by the government, there are several other factors, 
such as establishment of healthcare institutes for better human 
resource development, infrastructure development (building 
more hospitals, pharma and biotech research parks) and 
willingness of patients to pay for healthcare services in  
tier-I cities, would make the marketplace viable for  
foreign investments. 

In a nutshell, the ecosystem for investment in the 
Indian healthcare market largely depends upon four major 
factors, namely public–private collaboration, infrastructure 
requirements, human resources development and  
tax incentives.

“With initiatives from government easing regulations and 
supporting foreign investment, India is likely to experience 
prolific growth in the overall healthcare sector. However, there 
is a need to focus on infrastructure and human resources to 
achieve the maximum potential of overseas investments and 
further encourage the investors.”

Nilaya Varma, Partner and Head- Healthcare, KPMG in India

“It’s the entire business ecosystem that governs inclination 
of FDI in the healthcare sector. Streamlining the regulatory 
structure, active participation from private players, fostering 
industry–academia linkages and innovative funding models 
can go a long way in developing the healthcare sector and 
attracting investments.”

Lalit Mistry, Director-Healthcare, KPMG in India

8. Investment in Healthcare Sector in India, Nishith Desai Associates, June 
2016, accessed on 12 April 2017

9. Medical devices sector opens up to 100% FDI, The Economics Times, 07 
January 2015

10. Healthcare in India: Current state and key imperatives, KPMG, 2016, 
accessed on 17 April 2017

11. Universal Health Coverage: The shared goal India-EU Health Conference, 
KPMG, 2015, accessed on 17 April 2017

12. Indian pharma companies make Malaysia a hub to tap ASEAN, Business 
standard, January 2013, accessed on 17 April 2017

13. 13 The Association of Healthcare Providers, India, accessed on 17 April 2017 

Public–private collaboration: The healthcare sector requires significant funding and increasing the public–private 
partnership opportunities can enable the government in building capacities to improve services. Boosting such 
collaborations is expected to attract foreign healthcare players, medical devices and pharma companies for joint 
ventures with the government.

Infrastructure requirement: India has only 0.9 beds per 1,000 individuals compared to the global average of 2.9 beds 
per 1,000 The country also faces insufficiency in the number of medical institutes, tertiary care, and specialty care 
hospitals and diagnostic centres. There is also a need for investments in pharma, biotech and medical devices parks to 
support the sector’s growth. All these factors provide significant opportunities for foreign investors. 

Human resource development: Fostering a skilled workforce environment is expected to attract investors. By ensuring 
quality education from the government and private universities, India would be able to develop a better workforce of 
R&D scientists, pharma graduates, doctors, nurses and other medical professionals, which would eventually instill 
confidence in foreign investors around the availability of resources.

Tax incentives: The FDI cap for hospital, pharmaceuticals and medical devices sector has already been raised to 100 
per cent. However, in order to further encourage investments, there is a need for tax benefits, such as R&D related 
deductions, tax breaks for healthcare infrastructure and tax incentives for manufacturing medical devices. Further, 
separate guidelines around medical devices could also improve the investment climate.
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REALTY CORNER

INDIAN REAL ESTATE TO BUILD ON 2017 
REFORMS

by Deepak Varghese 

The property market has stepped into 2018 with new optimism and drive, writes 
India Inc. property expert.

In 2017, the Indian real estate market was able to constantly 
sense the waves of transformation. These waves were 

caused by various policy initiatives and government reforms 
and also digital disruption, layoffs, the millennial effect, shift 
in office space trends, start-up boom and emergence of new 
real estate subdivisions such as co-working, e-retailing and 
affordable housing.

However, India’s real estate industry managed to sail 
through the year of transformation effectively and step into 
2018 with optimism and drive to reach new milestones. The 
rising GDP numbers are proof of this fact. In Q3 2017, Indian 
GDP was recorded at 6.3 per cent, rising from 5.7 per cent 
in Q2 2017. It is further forecast by many economists that a 
sharp economic recovery is underway and by 2020, India’s 
GDP will reach to 7.4 per cent, solidifying the country’s 
position as one of the world’s fastest growing economy in  
the world. 

The visible impact of this forecast already started being 
witnessed in various international ratings towards the end of 
2017. India’s sovereign credit rating was raised for the first 
time in 14 years by Moody’s, there was marked progress in 
India’s ranking in the World Bank’s ‘Ease of doing business’ 

index to 100 in 2017 from 130 in 2016, and a noteworthy 
leap in property investments in the country. As the real estate 
market continues to evolve, fresh trends like traction in 
affordable housing, a boom in the logistics and warehousing 
sector, a renewal of the retail sector and futuristic office space 
trends are emerging for 2018. 

Affordable Housing
In the present era of Gen Y and Gen Z, the measure of 
success like owning a high-end/luxury apartment/ villa is 
becoming old-fashioned. The millennial generation is on the 
lookout for affordability when it comes to home purchases 
rather than high-end/ luxury homes. Therefore, it is not just the 
economically weaker section (EWS) and low-income group 
(LIG) which will be the target of affordable housing in coming 
years but also the huge number of millennials from the middle-
income group (MIG). Taking note of this changing dynamics, 
residential developers and investors should start showing more 
interest in the affordable housing sector with fresh strategies 
and better quality in 2018.  

Several institutional investors are the forerunners by actively 
investing in affordable housing projects in various Indian cities 



 www.indiaincorporated.com 65India Investment Journal            

and the fundraising activity for this segment has crossed 
almost a billion dollars in Q4 2017. On the other hand, the 
government’s push for the affordable housing sector with 
‘Housing for All by 2022’, infrastructure status to affordable 
housing and additional Floor Space Index (FSI) for affordable 
housing projects should make these projects more viable 
financially. We anticipate this segment to further evolve in 
2018 due to two main reasons. Firstly, financing costs are 
likely to come down. Secondly, profits arising from affordable 
housing projects are fully deductible from the total taxable 
income under Section 80 IBA of India’s Income Tax Act. 

Logistics & Warehousing
The other key sector that is going to gain momentum in 2018 
will be the logistics and warehousing sector. Schemes like 
“Make in India” were introduced to boost domestic production, 
which in turn has been fueling the logistics industry until now. 
Investors have been eyeing the Indian market very cautiously in 
recent years. 

In 2017, the logistics sector received much needed dual 
aid from the government. First was the implementation of 
the Goods and Services Tax (GST), which eradicated seven 
different taxes to a singular tax. This started smoothening 
the supply chain and formalising the industry. The second 
commendable move was that the sector gained infrastructure 
status. This is expected to reduce the load on logistics players 
by reducing the financial costs involved. 

However, it is the interplay of technology, infrastructure 
and new types of service providers that will define whether 
the industry is able to help businesses reduce their logistics 
costs and provide effective services. For the success of 
this sector, it is of paramount importance that there should 
be a seamless transition between inter-modal systems of 
transportation. If one has to look into the challenges, rising 
customer expectations, evolving technologies, new entrants 
to the industry and redefining collaborations are the upcoming 
disruptions expected in this industry, which logistic companies 
need to focus on. While the previous year saw investors 

stepping into the Indian logistics market, we anticipate many 
more investors to test the new waters in 2018. 

Office space transformation
Traditional office spaces are facing challenges, with the 
evolving concepts of workspace efficiency and artificial 
intelligence. The office block landmarks of larger cities have 
now changed.

Individual floor spaces are being converted into open 
and flexible workspace suitable for the millennial workforce. 
Technology and automation driven smart spaces, eco-friendly 
office environment and spaces with organised physical 
storage and cost-effectiveness are foreseen as the offices 
of the future. IT-ITeS and BFSI share the maximum portion 
of the leasing volumes in India. With the latest uncertainties 
in the IT-ITeS industry, tenants are looking to minimise their 
risks by avoiding lengthy lock-in periods, high rents and huge 
maintenance costs involved. Due to these reasons, around four 
times more leasing activity was noted in 2017 by co-working 
operators, as compared to 2016. We anticipate that this trend 
will be further boosted in 2018, where a prominent preference 
for leasing flexible workspaces by large occupiers. Therefore, 
the third sector to see a disruptive shift will be co-working 
office spaces. 

Hospitality & Retail
Spending capacity has increased for the present dynamic 
generation as compared to the previous generations, who 
focused on saving money with the ultimate aim to invest in 
homes and automobile. The current millennial generation 
is comparatively less concerned about these aspects and 
is driven by the need to gain myriad worldly experiences. 
Concepts of settling down in a city for the rest of their life is 
not something that intrigues them. Hopping from city to city, 
combing for better experience and opportunity is the mantra of 
this generation. 

Companies such as Airbnb, Boutique Homes, FlipKey and 
many others providing flexibility to gain a homely experience 
anywhere in the world is making all these expectations a reality. 
Last year witnessed a very vibrant year for the hospitality 
sector. It explored new avenues to expand customer base, 
including the experience of “more than a hotel”, benefits of 
loyalty, smart rooms and many others. We expect this trend to 
play out in 2018.  

In the retail sector, consolidation, per store profitability and 
increase in distribution efficiency ensured a dynamic year in 
2017. Many brands chose an omni-channel business model, 
where a retail brand had both an offline as well as an online 
presence. This ensured the resurgence of many retailors into 
the sector and, with the evolving dynamics, we anticipate this 
sector will undergo transformation in the New Year.

As the real estate market continues to evolve, fresh trends like traction in affordable housing, a boom in the logistics and 
warehousing sector, a renewal of the retail sector and futuristic office space trends are emerging for 2018.

Deepak Sam Varghese is founder-director of
Moonbeam Advisory
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The proposed privatisation of Air India, the country’s flag 
carrier, will test both the Narendra Modi government’s 

resolve to push through politically contentious reforms as well 
as its ability to balance the need to make the sale attractive to 
private investors while warding off opposition charges that it 
was “nationalising losses and privatising profits”.

It will be a litmus test of how much his government is willing 
to antagonise the more protectionist side of the ruling party, as 
a small but vociferous section remains opposed to privatising 
Air India, more so to the idea of selling it 
partially or fully to a foreign investor.

In all honesty, I must say that the case 
for privatisation is very strong. The national 
carrier has been a drag on the public 
exchequer for decades, and there is little 
logic in pouring in public money on a 
perennially loss-making behemoth. 

The airline’s financials tell a sad story. 
According to published figures, it has 
incurred net losses of about $850 million, 
$950 million, $900 million, $600 million 
and $550 million in each of the last five 
years.

On the positive side, it has earned 
operating profits of $16 million and $34 
million in the last two years. Then, it has 
plum slots at airports around the world, but 
inefficiency and corruption have sapped its 
ability to use these premium positions to 
achieve profitability.

It is pertinent to note that this path to 
a seeming recovery has been paved by a 
multi-billion-dollar government bailout of 
about $7.7 billion. 

Then, there is also the issue of excess 
manpower. At the end of last year, Air 
India had 101 planes and over 21,000 
employees. That’s about 210 employees 
per aircraft. The private sector Indigo, which has displaced the 
“Maharajah” to become the numero uno of the Indian skies, 
on the other hand, manages its fleet of 94 planes with half the 
number of staff. 

As of now, the Tata Group, InterGlobe Aviation, which 
runs Indigo, India’s largest and most profitable airline, and 
Singapore Airlines have evinced interest in the Indian flag 
carrier. Additionally, the Bird Group has expressed its interest 
in acquiring the airline’s ground handling services.

Here, too, the Modi government has taken a brave but 
politically contentious step by recently liberalising FDI norms 
to permit foreign airlines to buy a 49 per cent stake in Air India 
with prior government approval.

Of course, the Indian competition watchdog will closely 
scrutinise any bid by the Tatas as the group already runs 
two airlines in the country. Singapore Airlines is a partner in 
Vistara, one of the two Tata airlines. So, any bid by Singapore’s 
national carrier could also face regulatory headwinds. 

SpiceJet, a private sector Indian carrier, could be another 
suitor for the Maharajah. Its promoter, Ajay Singh, has 
established his credentials by buying it back when it was on 
the verge of bankruptcy and reviving it in double quick time. 

Given this track record, few will wager that 
he won’t be able, if he bids, to turn Air India 
around.

Also, I think the government is right to 
be selling Air India and its low-cost arm, Air 
India Express, together rather than doing so 
after unbundling the two. This will fetch the 
best value for the government and improve 
its chances of revival under a more efficient 
management. 

I read recently that the Mumbai-Delhi 
sector is the world’s third busiest. And more 
and more Indians are flying abroad and many 
more business, leisure and medical travellers 
are visiting India every year. 

As globalisation deepens India’s connect 
with the rest of the world, the country 
deserves a national carrier that symbolises 
the dynamism that the world is increasingly 
identifying the country with. 

I was quite young when British Airways 
(BA), then a bloated, loss-making public 
sector national carrier like Air India, was 
privatised in the 1980s. That, too, was 
accompanied by much hand wringing and 
many protests. But look at the results: 
today’s BA is by any standard a world class 
operator. It can be the same for Air India.

But despite the sound economic logic, I 
have no doubt that the privatisation of Air India will be heavily 
contested in the political arena. The Congress Party as well as 
some others will almost certainly raise the pitch for the national 
carrier to remain with the government - with little logic except 
to try to score a few political points. 

All this churning notwithstanding, with the decision to 
privatise Air India and also to allow foreign airlines to bid for 49 
per cent, the Modi government has thrown down the gauntlet 
at the Opposition as well as the hardline protectionists on his 
own side.

As I said at the beginning, the process and the outcome 
of this privatisation initiative will be closely watched – and 
minutely dissected – all over the world.

THE PRIVATISATION OF AIR INDIA WILL 
TEST MODI’S REFORMIST RESOLVE 
The proposed privatisation of India’s state-owned carrier is a delicate 
balancing act.
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