
Italy-India business and
commercial partnership:

Destination India

2012

commercial partnership:
Challenges and opportunities



1 Introduction to India 1

1.1 Indian economy: An overview 4

PageSection Overview

Table of contents

2 India-Italian economic and commercial relations 10

3 Mapping opportunities in India 19

3.1 Tamil Nadu 22

3.2 Karnataka 25

3.3 Maharashtra 28

3.4 Gujarat 31

3.5 National Capital Region 34

3.6 Punjab 363.6 Punjab 36

4 Strategic sectors 38

4.1 Automotive 39

4.2 Infrastructure (roads and highways, railways and ports) 42

4.3 Energy 45

4.4 Renewable energy 48



4.5 Agro-food and food-processing industry 51

4.6 Water and waste treatment 54

4.7 Life sciences 57

PageSection Overview

Table of contents

4.8 Leather and textile 60

5 Incentives, schemes and financial instruments in India 63

5.1 Government incentives and schemes 64

5.2 Financial instruments offered by Italian actors 67

5.3 Instruments offered by international actors 71

5.4 Assisting Italian companies to enter the Indian market 74

6 Conclusion 77

AppendicesAppendices

1 How to set up a business in India 80

2 A guide to exporting to India 84

3 India as a source of investment 88

4 Methodology 94

5 Glossary 96



Message of the Ambassador of Italy, H.E. Giacomo Sanfelice di Monteforte

As Italian companies strive to counter the effects of the European
financial and economic crisis, they can explore new opportunities in the
dynamism of the Indian market–the second fastest growing country
among the leading emerging economies. And from India’s
perspective, Italy can constitute a crucial counterpart in its pursuit of a

European sources estimate more substantial flows of Italian cumulative
investment to India (around 2 billion EUR). This still represents a share
of only around 5% of the overall EU investment in India.

This data reiterates that the integration potential between the two
perspective, Italy can constitute a crucial counterpart in its pursuit of a
more sustainable and inclusive growth path.

For both countries, achieving their economic development objectives
will require driving their manufacturing industries towards higher
levels of efficiency, innovation and competitiveness. To that end, the
SME sector, the backbone of both the Indian and the Italian
economies, will have a decisive role to play.

This mix of structural affinities and convergent economic interests calls
for the attention of Italian institutions and businesses alike.

Since the initial stages of liberalisation of the Indian economy in the
early 90s, Indo-Italian economic exchanges have constantly followed a
positive trajectory. In 2011, in spite of the global economic
downturn, bilateral trade between India and Italy had grown by a
robust 18% and the performance of Indian exports to Italy, with a 25%
increase had been particularly impressive. Overall, Italy is the fourth

This data reiterates that the integration potential between the two
economies remains vastly untapped.

Destination India is intended as a tool to support Italian companies
in the Indian market and help them assess the opportunities offered by
the second fastest growing economy in the world. The analysis is based
on a two-pronged approach. It focuses on strategic states as well as
strategic sectors, highlighting their respective strengths and
competitive advantages.

Moreover, Destination India is the first attempt to collect coherent
information on the Italian business presence in India. Italian
companies operating in India are tracked in the document on the basis
of their location, sector and mode of operation.

Destination India is conceived as a ‘living document’, that will be
constantly revised and updated. We trust Italian exporters and
investors will appreciate the effort that offers them a user-friendly and
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increase had been particularly impressive. Overall, Italy is the fourth
largest European exporter to India after Germany, Belgium, the UK and
ahead of France. FDI has also continued to flow in both
directions, although at a slower pace.

However, when one looks at what Italy and India could represent for
each other, one must recognise that we are still at the beginning of our
journey. India still accounts for a limited share, of around 1%, of global
Italian imports and exports with the rest of the world. According to
official Indian sources, cumulative Italian FDI to India in the last
decade is 840 million EUR, against 12 billion EUR from the UK, 3.5
billion EUR from Germany and 2 billion EUR from France.

investors will appreciate the effort that offers them a user-friendly and
practical working instrument. We welcome any comment and
suggestion that may enable us to improve it and add to its value over
time.

Giacomo Sanfelice di Monteforte

Ambassador of Italy in India
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Objective

Objective

Destination India is a dossier with key information needed to evaluate the opportunities offered by the fast-growing Indian market for ItalianDestination India is a dossier with key information needed to evaluate the opportunities offered by the fast-growing Indian market for Italian
companies.

Selectiveness of information and readability has been emphasised more than detail and comprehensiveness. We have sought to direct the
attention of the reader towards sectors and geographic poles of the Indian market in the light of specific factors. These include positive demand
drivers, availability of infrastructure and resources, ease of doing business and existing presence of Italian investments.

The objective is to offer Italian businesses and entrepreneurs a reference guide for strategic decisions on the Indian market. The information
contained in this dossier is for reference only, and does not constitute professional advice. Any course of action or strategic decision will need to
be supported with due professional advice and specific analysis. The Embassy of Italy in India and PwC do not assume any responsibility or
liability to any reader of this publication in respect of the information contained within it.

Report outline

After a brief introduction of the main geographic, economic, political and social features of India, Destination India highlights the status of
India-Italy commercial and economic relations and prevailing trends in Italian investment into India.

The central part of the dossier outlines select attractive regions within India for Italian trade and investment, with their key strengths and

September 2012

The central part of the dossier outlines select attractive regions within India for Italian trade and investment, with their key strengths and
advantages. The document also has snapshots of select ‘strategic sectors’ that mirror the competitive advantages of the Italian manufacturing and
industrial environment. These include automotive, infrastructure, energy and renewable energy, agro-food and food-processing, water and water
treatment, life sciences, leather and textile.

The last chapter focuses on the institutional support network available to Italian companies operating in India.

The appendices complement the dossier by shedding light on three critical aspects of doing business in India--how to set up a business in India,
how to export to India and the emergence of India as a source of international investment.

1
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Section 1
Introduction to India
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India: An overview

Section 1 – Introduction to India

New DelhiLand area: 3.3 million sq km

Capital: New Delhi

Population: 1.2 billion (Census 2011)

General information

Competitiveness* Overall ranking 56/142

1 2 3 4 5 6 7

1= very low 7= excellent

Market size

Employment market
efficiency

Maturity of the
financial market

6.2

4.2

4.9

Average for
G20 countries

4.8

4.4

4.4

Languages: 22 official languages over 1600 regional dialects

Economic data

Size and growth of
economy

2005 2007 2009 2011

GDP, bn EUR
(PPP)

1870 2393 2798 3428

GDP per capita,
EUR (PPP)

1685 2095 2383 2842

GDP composition (2011): Agriculture – 18%

Industry – 26%

Services – 56%

September 2012
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Education and
training 3.9

Infrastructure
quality

Technology
level

4.9

3.6

3.4

5.0

4.8

4.9

* World Economic Forum, “The Global Competitiveness Report 2010-2012”

Indian rupee (INR) `

Currency

Source: CIA World Fact Book, IMF, RBI, World Bank, WEF

Services – 56%

Forex reserves : 225 bn EUR (as of May 11,2012)

Gross capital formation as a % of GDP : 32% (2011)

India is a dynamic and attractive market. However, similar to other emerging
economies, there exist some challenges which have to be actively managed



India, a union of states, is a sovereign, secular, democratic republic with a
parliamentary system of government

Section 1 – Introduction to India

Administrative structure in India
Political structure

State governments (28)
(Chief Minister - Governor)

Central government*
(Prime Minister - President)

Districts
(State government – District

Collector)

Blocks Municipalities

Union territories (7) **
(Central government –

Administrator)

• The President is the constitutional head of Executive of the
Union and the Prime Minister is the head of the central or
federal government in India.

• In the states, the Governor, as the representative of the
President, is the head of Executive while the Chief Minister is
the head of the state government.

• There are 28 states and seven union territories in the
country. The union territories are administered by the
President through an administrator appointed by him or her.

• The President is elected for a five-year term by an electoral
college consisting of elected members of both houses of

September 2012
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*Prime Minister - Real Head; President – Executive Head

**Note: Delhi and Puducherry have been given partial statehood, its own
elected state government, but with limited powers.

Blocks
(District council –

Tehsildar)

Municipal corporations
(Mayor – Commissioner)

Municipalities
(State government -

President)

Wards
(Elected ward
councillors )

Villages
(District council –

Sarpanch)

2

Source: PwC analysis, CIA World Fact Book, Government of India

Parliament and the legislatures of the states.

• India is the world’s largest democracy and holds legislative
elections every five years to elect the federal government. The
Prime Minister is chosen by parliamentary members of the
party that wins the majority of the legislative seats at these
elections.



Section 1.1
Indian economy: An overview
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India has been among the fastest growing economies globally....

Section 1.1 – Indian economy – An overview

Real GDP growth- %

15

Since liberalisation in 1991, India has witnessed
20 eventful years with the economy growing at
a fast clip.

With the GDP averaging at 8.5% between
2005-11, India has been one of the fastest
growing economies. However, the pace of

growth has moderated in 2011-12. Recently

3

5

7

9

11

13

15

• A shift in foreign investment policy was
announced, wherein except for a negative
list, all the remaining foreign investments were
placed under automatic route.

2000

• India becomes a trillion dollar economy
(nominal GDP).

2007

• India’s GDP (PPP) accounts for 6% of the
world’s income and is the fourth largest
economy in the world in terms of real GDP.

2011

growth has moderated in 2011-12. Recently
announced and pending second-generation
economic reforms are expected to jumpstart

growth again.

India

China

Brazil

September 2012
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Source: IMF World Economic Outlook Database, PwC analysis

-5

-3

-1

1

2005 2006 2007 2008 2009 2010 2011

Reduced
protectionism

• Economic liberalisation from 1991.

• Highly regulated approach mandating licenses
for private production, opening of the economy
for foreign investment, reduced tariffs and
interest rates.

• Automatic approval for FDI up to 51% in 35
high priority sectors.

• Automatic approval route for FDI was
expanded from 35 to 111 industries.

1991

1996

2000United States

United Kingdom



...and has emerged as one of the leading FDI destinations globally with a
cumulative investment of 195 billion EUR between April 2000 and March
2012

Section 1.1 – Indian economy – An overview

FDI inflow in India

Sector-wise cumulative FDI (April 2000-March 2012)
Annual FDI inflows into India

Others
47%

Services
sector
20%

Computer
hardware and

software
7%

Telecommunication
8%

7

18

27

32

29
27

36

10

15

20

25

30

35

40

b
n

E
U

R

CAGR
32%
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Source: Department of Industrial Policy and Promotion (DIPP), Government of India

7%

Housing and
real estate

7%

Infrastructure
construction

7%

Automobile
industry

4%

5
7

-

5

FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12*FY12

Cumulative FDI investment in India is 195
billion EUR between FY 2000-2012



India offers several advantages for global companies

Section 1.1 – Indian economy – An overview

India as a market
While demand in developed countries is stagnating, Indian consumer

demand continues to grow.

!

India as a market
demand continues to grow.

India as a sourcing
destination

Availability of abundant raw material makes India an attractive
sourcing destination.

India as a competitive
manufacturing hub

Labour cost competitiveness together with a robust manufacturing
ecosystem.

@

#

September 2012
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India as an R&D centre
Availability of skilled resources with good technical and research skills

makes India an attractive R&D location.

$



• c

Section 1.1 – Indian economy – An overview

India as a market

1) A large population: India is the second most populous nation in
the world and is expected to reach a population of 1.4 bn by 2025.

India as a sourcing destination

1) Availability of raw material
• India is the second-largest producer of cement in the world, the

India’s large, young and increasingly prosperous consumer class makes it
one of the most attractive markets globally. India is emerging as a key
sourcing destination for service functions and manufacturing inputs

! @

the world and is expected to reach a population of 1.4 bn by 2025.

1.2 bn 738 mn 192 mn

2) Demographic advantage

• Nearly two-thirds of India’s population is below 35 years of
age, and India will continue to hold this demographic dividend
over the next two decades, with 55% of the population being under
35 by 2030.

• Indians in their 20s and early 30s are the largest group of wage-
earners (c. 50% of total wage earning population in India).

Raw materials % of world reserves

Coal 7.1%

Iron 5%

Bauxite 3.2%

Petroleum 0.4%

Natural gas 0.6%

• India is the second-largest producer of cement in the world, the
fifth-largest producer of steel and the largest producer of direct
reduced iron.

• India has abundant natural resources and is ranked among the top
10 globally for deposits in iron ore, coal and bauxite.

• The country also holds the leading position globally in
mica, barytes (2nd), chromite (4th ), kaolin (4th), and manganese
(7th).

India Europe Brazil

138 mn

Russia

2) Supplier ecosystem in place

September 2012
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3) Rising income levels and a growing middle class

• Growing disposable income (per capita disposable income has
doubled between 2005-2011) is leading to higher spending power
of Indian households.

• A large and growing Indian middle-class population, with
increasing aspirations, has resulted in burgeoning consumer
demand.

Source: US Census Bureau, NCAER, US Geological Survey, CIA World Fact Book, International
Sourcing in Europe Eurostat 2009, PwC analysis

• India has established its presence as a global supplier across
industries such as steel, pharma, textiles, automotive components
and IT solutions, among others.

• Findings from the International Sourcing study by Eurostat in
2009 indicated that India was among the top four destinations for
sourcing for European countries.1

• 10 to 15% of the respondents of the Eurostat 2009 survey source
manufacturing inputs from India. 15 to 25% of respondents had
sourced service functions from India.2

1. After intra-EU countries, other European countries and China
2. Survey of enterprises having 100 employees or more across 8 countries in EU



df df

Section 1.1 – Indian economy – An overview

India as a competitive manufacturing hub India as an R&D centre

1) A technically qualified workforce
• India has a well-established education system with more than

1) Labour advantage
• Over 735 million population between ages 15 and 59 in 2011, this is

Availability of English-speaking, qualified and skilled workforce, along
with economical labour costs offers strong competitive advantage for
manufacturing and R&D

# $

2) Competitive labour costs

• Labour costs in India are competitive compared to other regions
and low-cost manufacturing destinations in Europe and America.

• India has a well-established education system with more than
20,000 universities and higher education institutes. Nearly 17
million students are enrolled in these education establishments.1

• India produces c. 2 million technology and engineering graduates
per annum, and over 2.5 million post-graduates per annum.

2) Preferred R&D destination in
computing, electronics, pharma and biotech

• Nearly one-third of CEOs interviewed as part of PwC’s 15th Annual
Global CEO Survey2 plan to augment their R&D and innovation
capacity in India.

3) Companies with an R&D centre in India

• Microsoft India Development Centre (MSIDC) has over 1500
employees who work on products and technologies for customers
worldwide.

• Over 735 million population between ages 15 and 59 in 2011, this is
expected to grow at 2.5% per annum over the next decade.

• India has a literacy rate of 74%. A large English-speaking
workforce with sound technical and research skills makes the
labour advantage compelling.

6

4

5

3

E
U

R
/
h
o
u
r

Hourly wages for unskilled labour, 2010
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worldwide.

• SAP set up its R&D lab in Bangalore in 1998. This is SAP’s largest
software development hub outside Germany.

• Nokia has three R&D centres in India–Bengaluru, Mumbai and
Hyderabad.

• Bengaluru in India has GE’s largest research centre in the world
outside the US.

Source: PwC Knowledge Base

Source: PwC knowledge base and analysis, Euromonitor, All India Council for Technical
Education, Census of India 2011

2
3

1
1

C
ze

c
h

R
e
p
u
b
li

c

P
o
la

n
d

S
lo

va
k
ia

R
o
m

a
n
i

a

H
u
n
g
a
ry

In
d
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1. As per 2010 Annual report of Ministry of Labour and Employment
2. Survey conducted by PwC across 1258 CEOs across 60 countries



Section 2
India-Italian economic and commercial
relations
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In the last two decades, bilateral trade between India and Italy has grown
12 times from 708 million EUR to 8.5 billion EUR

Section 2 – India – Italian economic and commercial relations

India- Italy trade, 1991-2011

• There has been a turnaround in the

3,000

4,000

5,000

6,000

7,000

8,000

9,000

m
n

E
U

R

• There has been a turnaround in the
India-Italy bilateral trade during the last
two years, led by growth in exports
from India to Italy.

• Bilateral trade has increased by 28%
between 2009-10 and by18% between
2010-11.

Exports from India to Italy
grew by 25% in 2010-
11, while exports from
Italy to India grew by 10%.

September 2012
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-

1,000

2,000

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Import to Italy Export from Italy Total Trade

Source: ISTAT



Italian exports to India are led by machines and machine tools and metal
and metal products. Indian exports to Italy are led by textile products and
garments

Section 2 – India – Italian economic and commercial relations

3.8 bn EUR 4.8 bn EUR

Exports from India to Italy, 2010 and 2011 Exports from Italy to India, 2010 and 2011

3.4 bn EUR 3.7 bn EUR
Import of

29% 26%

11% 15%

11% 13%

11%
10%

10%
10%

5% 5%

24% 21%

Textile, clothing, hides

Coke and refined
petrol products

Chemicals

Vehicles

Machinery and
machine tools

Others

3.8 bn EUR 4.8 bn EUR

42% 44%

12% 11%

11% 9%

8% 8%

28% 28%

Machinery and
machine tools

Metal and metal
products

Vehicles

Chemicals

Others

Import of
coke and

petrol
products from
India to Italy

grew the
fastest

between
2010-11.

Metal and metal
products

September 2012
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29% 26%

2010 2011

Textile, clothing, hides
and accessories

2010 2011

• Textile products and garments account for nearly a fourth of the total
Indian exports to Italy.

• Vehicles imported from India to Italy are largely vehicles produced by
foreign companies (mainly Korean and Japanese) which have set up
their operations in India.

• Machines and machine tools are the main exports from Italy to
India, followed by metals and metal products.

Source: ISTAT



EU27 is the largest destination market for India exports… Within EU27, Italy is the fourth largest trade partner of India
with a 11% share of the total EU-India trade, preceded by Germany
(22%), Belgium (16.5%) and the UK (16%).

Section 2 – India – Italian economic and commercial relations

India and EU27 have a strong trade relationship, with nearly 80 billion
EUR of trade in 2011. Within EU27, Italy is the fourth largest trade partner

Indian exports, Apr 2011 – Jan 2012

…and is the second largest exporter to India, after China

(22%), Belgium (16.5%) and the UK (16%).

22%

16%

16%11%

10%

8%

5%

3%
11%

Share of EU-India Trade, 2011

Germany

Belgium

United Kingdom

Italy

France

Netherlands

Spain

Sweden

EU27, 18%

Africa, 7%

USA, 12%

Latin
America, 5%

Asean, 13%
EAU, 12%

China, 6%

Hong
Kong, 4%

South
Asia, 4%

Others, 19%

Indian exports, Apr 2011 – Jan 2012

Indian imports, Apr 2011 – Jan 2012

September 2012

• Italian exports to India increased at a slightly lower pace than the
average growth of EU exports to India (10.4% against 16.2%).

• Indian exports to Italy in 2011 grew by 25%, well above the
average growth of Indian exports towards the EU (19%).

14
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EU27
12%

Switzerland
7%

Africa 7%

USA 5%

Latin America
4%Asean 9%

Australia 3%

Middle East
and North

Africa
29%

China
12%

Others
12%

Source: Department of Commerce, Indian Ministry of Commerce and Industry Source: EUROSTAT



Italian investment in India has crossed over 840 mn EUR between April
2000 and March 2012, accounting for 0.6% of cumulative foreign
investments in India within the same period

Italian FDI in India - FY2012

Section 2 – India – Italian economic and commercial relations

Cumulative foreign investments to India from April 2000 to March 2012
(bn EUR)

Italian FDI in India - FY2012

• Of the total FDI inflow of 36 billion EUR in FY2012
(April 2011-March 2012), Italy accounted for
0.3%, with a net investment of 120 million EUR.

• As investments from other foreign countries
increased, Italy has moved down one position (to
rank 13th in FY2012 compared to 12th in FY2011) in
the top investors ranking for India.

Net annual
FDI inflow
from Italy to
India (mn

% of
total FDI
in the
year

Rank

49.4

13.2 12.2
9.5 8.1
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India (mn
EUR)

year

FY2011 87 0.32% 12

FY2012 120 0.33% 13
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• Italy, with a share of 0.6%, ranks 13th in the overall list and seventh among the
EU countries--after the UK, the Netherlands, Cyprus, Germany, France and
Spain.

• In the last 12 years, Italian cumulative FDI to India have reached 840
million EUR, against 12 billion EUR from the UK, 3.5 billion EUR from
Germany and 2 billion EUR from France.

Source: Department of Industrial Policy and Promotion (DIPP), Government of India, PwC analysis



As per European sources, Italy was the fourth largest EU investor in India
accounting for 6.2% of cumulative EU investments into India from 2000-11

Section 2 – India – Italian economic and commercial relations

Cumulative EU investments to India from 2000 to 2011 (bn
EUR)

FDI inflow from Italy to India (mn EUR)

700
34.6

9.3
7.2
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• Italy had a share of 6.2% of total cumulative EU investments in India
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• As per data from EUROSTAT, Italian FDI inflow to India in 2011
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Source: EUROSTAT

• Italy had a share of 6.2% of total cumulative EU investments in India
(from 2000 to 2011) making it the fourth largest investor in India
after Germany, the UK and France.

• Cumulative Italian investment in India from 2001 to 2011 registered
a positive trend, although increasing at a slower pace and volume
compared to other Indian trading partners.

• As per data from EUROSTAT, Italian FDI inflow to India in 2011
amounted to 632 million EUR, accounting for 5.3% of total FDI
inflow from EU to India.

• This data differs from the data on the previous page provided by the
Department of Industrial Policy and Promotion (DIPP) in India.
Some difference in estimates between the two sources can be
attributed to the fact that Indian data are gathered based on the
fiscal year (from 1 April to 31 March), whereas EUROSTAT data
follow the calendar year. Data provided by DIPP seem to reflect
consistently lower EU investment in India when compared to that
provided by EUROSTAT.



Italian companies in India

• As per estimates from the Commercial Section of the Embassy of Italy, around 400 Italian legal entities are established in India.

• In comparison, there are about 1500 German companies in India and 750 French entities while Belgium, Sweden, the Netherlands and Spain
count around 130 to 150 companies each. Overall, there are over 3,500 EU companies in India, based on the information provided by other
European embassies in New Delhi.

Section 2 – India – Italian economic and commercial relations

Modes of operation of Italian companies in India

• Wholly owned subsidiaries and JVs account
for around 60% of the Italian business
entities in India (with a little more than half of
these being wholly owned subsidiaries).

• Joint ventures are generally preferred by

Joint venture and wholly owned subsidiary

Modes of operation of Italian companies in India

Representative
office

Commercial agent Others

• Around 15 to 20% of
the Italian companies
in India simply have a
representative office.

• Sales agents account
of 5% of the Italian
companies in India.

• This is usually the first

• Others include
technical
collaborations and
Indian firms founded
by Italian citizens (in

60% 15-20% 5% 15-20%

September 2012

• Joint ventures are generally preferred by
SMEs, since the Indian partner–if carefully
identified–can be strategic for market
understanding, local knowledge of doing business
and navigating through administrative and
bureaucratic set-ups.

• In many cases, the JV mode is mandatory in sectors
where an FDI cap exists (e.g. multi-brand
retail, media and broadcasting, telecommunication
services, financial services, etc)

17
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• This is, for
example, the
preferred mode of
banks which still do
not have a commercial
network locally.

• This is usually the first
step of entry strategy
of a company in the
Indian market.

by Italian citizens (in
professions like
architects, designers, t
raders and restaurant
owners).

Source: Embassy of Italy in India



Services and automotive sectors have been the main sectors of interest of
Italian companies in India...

Popular regions for settlement/investmentSectors of interest

Section 2 – India – Italian economic and commercial relations

Italian companies in India by sector

Includes
transport, consultancy
and financial services

20%

16%

12%
14%

7%

7%

6%

4%

4%
3%

7%
Services

Automotive

Textile and garments

Machinery

Construction & Building

Food

Engineering

Power

Chemical & Fertilizers

Furniture

Others

NCR

Mumbai

Bengaluru Chennai

September 2012

• The most popular destinations for Italian
companies in India are the NCR region that
includes Delhi-Noida-Gurgaon (more than 100
companies) and Mumbai-Pune (more than 100
companies).

• Chennai (25-30 establishments) and Bengaluru
(around 20 companies) follow these regions.

• The automotive sector, including components, has historically been
the main sector of investment for Italian companies.

• Engineering, infrastructure and the construction segment are sectors of interest
given the Indian government’s ambitious investment plans. Italian companies
such as Maire Tecnimont, Ferrovie, Autostrade, Impregilo, Todini, Astaldi have
shown a growing interest in the Indian market.
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14%
Others

Source: Embassy of Italy in India



...with the presence of several Italian business groups in these sectors in
India

Select leading Italian industrial and business groups
already established and operating in India

Key Indian FDI in India: 2010 and 2011

Section 2 – India – Italian economic and commercial relations

Company Investment
(mn USD)

Time of
investment

Gruppo Fiat 81.4 2010 and 2011

Assicurazioni
Generali

29.75 Jan 2010

Prysmian Cavi 13.65 Feb 2010

Technip 17.4 Sept 2010

Magneti
Marelli

6.54 Sept 2010

Carraro 9.1 Oct 2010

• Fiat (including New
Holland and Magneti
Marelli)

• Ferrero

• Perfetti Van Melle

• Piaggio

• Prysmian

• Maire Tecnimont

• Techint

• Luxottica

• Assicurazioni Generali

• Pirelli

• Artsana/Chicco

• Oerlikon Graziano

• Brembo

• OBS (Coin/Oviesse)

• Bauli (cakes),

• Finmeccanica

• StMicroelectronis

• Snamprogetti

• Ansaldo Caldaie

September 2012
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Ermenegildo
Zegna

6.5 Jan 2011

Biesse 7.0 May 2011

Lombardini 15.0 Aug 2011

Atlantia 9.5 Sept 2011

Fiat 8.1 Nov 2011

Source: DIPP, Indian Ministry of Commerce & Industry

• Assicurazioni Generali

• Danieli, Maccaferri

• Natuzzi

• Ermenegildo Zegna

• Armani

• Ansaldo Caldaie

• Lavazza

Source: Department of Industrial Policy and Promotion (DIPP), Ministry of Commerce and
Industry of India



Section 3
Mapping opportunities in India
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India, a land of rich geographical diversity , can be divided into five
regions: North, central, west, south, east and north-east

Section 3 – Mapping the opportunities in India

North-eastern region

Northern region

Area, sq km 1,010,616

Eastern region

Area, sq km 418,336

Population, mn (2011) 270

Population density (per sq km) 646

North-eastern region

Area, sq km 262,179

Population, mn (2011) 46

Population density (per sq km) 174

Area, sq km 1,010,616

Population, mn (2011) 369

Population density (per sq
km)

365

Central region

Area, sq km 443,436

Population, mn (2011) 98

Population density (per sq km) 221

September 2012
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Southern region

Area, sq km 636,236

Population, mn (2011) 253

Population density (per sq km) 397

Western region

Area, sq km 507,439

Population, mn (2011) 174

Population density (per sq km) 343

Source: Census of India 2011, PwC Analysis



The north and south together account for almost 55% of India’s GDP. The
west and south are more prosperous with a higher GDP per capita

Section 3 – Mapping the opportunities in India

North

Central
5%

North-East
3%

Region-wise share of GDP (FY11)

The north, south and west together account for 77% of
India’s GDP.

The west and south are more prosperous than other regions in
India with a higher GDP per capita.

State-wise GDP per capita, USD (FY11)

North
27%

South
27%

West
23%

East
15%

5% 3%

West

South
16%

East
1%

Central
1% North- East

0.05%

Region-wise share of FDI (April 2000-January 2012)1

The west accounts for over a third of the total FDI (between
April 2000 and January 2012) in India.

GDP per capita by state
(FY11)
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West
39%

Region not
indicated*

22%

North
21%

* Represents, FDI inflows through acquisition of existing shares by transfer from
residents to non-residents. For this, RBI regional wise information is not provided
by the Reserve Bank of India.

>1900 USD

1400-1900 USD

900-1400 USD

<900 USD

The west and
south have a GDP
per capita >1400

USD

We have profiled select leading states in India across each region in the subsequent slides.

Source: Planning Commission of India, IMF, Department of Industrial Policy and
Promotion, Government of India, PwC Analysis

1. Includes only FDI equity component



Section 3.1
Tamil Nadu

Chennai
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Tamil Nadu is among the top states in India in terms of economic
development. It is also among the most industrialised states in the country

Section 3.1 – Tamil Nadu

Among the leading states in India in terms of economic development

• It is the 12th largest state in India in terms of geographical area and eighth largest state in

terms of population. It has a coastline of over 1000 kms along the Bay of Bengal and the

Indian Ocean.

South

Tamil Nadu

General information Indian Ocean.

• It accounts for 8% of the total GDP of India. The state’s GSDP grew at 15% between FY

2007-11.

Among the most industrialised states in the country with key sectors including

automobile, auto components, textile, cement, engineering and

pharmaceuticals

• Tamil Nadu is among the leading states in India in terms of industrial investments

(ranked third among all states in India in terms of total investment inflow between FY01-

10).

• Cumulative FDI inflows into the state between April 2000 and January 2012 were 8.1

billion USD (c. 5% share of the total FDI inflow into India in the same period).

• The state has a large automotive manufacturing base, with many Indian and global OEMs
setting up operations in the state.

Land area: 130,000 sq km

Capital: Chennai

Population: 72.1 mn

Official languages: Tamil, English

Literacy rate: 80%

General information

GSDP – FY11 (bn USD) : 123

GSDP growth rate (FY07-11)1: 15%

Economic information
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- Chennai is emerging as a major export hub for cars for the southeast Asian markets.

- The state has a 32% share in the Indian automotive industry. OEMs in the state
include Ford, Hyundai, Nissan, Daimler and Mitsubishi.

• It has also emerged as a centre for IT investments with 1700+ software units having a
presence in the state.

Source: Planning Commission of India, Annual Survey of Industries, Economic Survey of India, Department of Industrial Policy and Promotion, Government of Tamil Nadu, PwC analysis

1. At current prices

GSDP growth rate (FY07-11)1: 15%

State GDP per capita (USD) : 1794



Key strengths of Tamil Nadu include a stable political and business
environment, large qualified labour pool, well-developed transport
infrastructure, robust legal system and a good quality of life

Large qualified labour pool owing to its strong education and
training infrastructure

Section 3.1 – Tamil Nadu

Well-developed logistics infrastructure

• Tamil Nadu is one of the leading states in transport

South

• Tamil Nadu’s advantages include a large qualified, productive and
English-speaking workforce. The state has a large number of technical
and tertiary education institutions that add to the workforce.

• Due to its existing industrial base, it also provides ready access to both
local and migrant un-skilled labour.

Stable political and business environment

• Tamil Nadu has emerged as a preferred investment destination for
MNCs owing to its investor-friendly policies such as single-window
mechanism, speedy approvals, transparent procedures by the state
government and well-developed industrial infrastructure.

• Tamil Nadu is one of the leading states in transport

infrastructure, offering excellent road, rail, port and air

connectivity.

• Well-connected with national and state highways, the state also

has three major ports with container-handling facilities and

connections to east Asian and European ports.

Robust legal and social infrastructure

• Tamil Nadu has a robust legal infrastructure , and was ranked
the top-most state among 20 states in terms of legal structure
and security of property rights in the ‘Economic Freedom of the
States of India’ 2011 study by EFN Asia.

• Tamil Nadu fares well in social infrastructure, and has good

September 2012
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• Tamil Nadu fares well in social infrastructure, and has good
availability of health and social amenities.

Source: National Highway Authority of India, Indian Railways, Indian Ports Association, Airport Authority of India, Ministry of Labour and Employment, Economic Freedom Index, PwC analysis



Section 3.2
Karnataka
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Bengaluru



Karnataka has emerged as a national leader in technology and knowledge
based industries such as IT, biotechnology, engineering and electronics
and telecommunications

Section 3.2 – Karnataka

Eighth largest state in the Indian subcontinent

• Karnataka lies on the southwest coast of India. It is the eighth largest Indian state by area
and ninth largest by population.

South

Karnataka

and ninth largest by population.

• It has a well-developed logistics infrastructure facilities. Key highlights include the
following:

- Road connectivity: Second largest road network (in terms of total road length) in India

- Port connectivity: Eleven major and minor ports. New Mangalore in Karnataka is one of
India’s 13 major ports.

- Air connectivity: Five airports including two international airports

National leader in technology and knowledge based industries such as

IT, biotechnology, engineering and electronics and telecommunication; other key
industries include automotives and textiles

• The state’s capital Bengaluru has emerged as a major global hub for IT /ITeS and is often
referred to as the the ‘Silicon Valley’ of India. There are over 2100 IT companies located in
Bengaluru. Key IT/ITES players in the state include
Wipro, Infosys, Oracle, Dell, IBM, Microsoft and Accenture.

Land area: 192,000 sq km

Capital: Bengaluru

Population: 61 mn

Official languages: Kannada, English

Literacy rate: 76%

GSDP – FY11 (bn USD) : 89

Economic information

General information
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Wipro, Infosys, Oracle, Dell, IBM, Microsoft and Accenture.

• Karnataka has played a key role in the development of the biotechnology industry in India
and is home to over 60% of the country’s biotech units.

• Karnataka is a leading state in the country with respect to electronics and
telecommunications with the presence of over 300 MNCs in consumer electronics and
telecommunication equipment.

• The state also has a vibrant auto industry with investments of over 700 million USD. Some
of the global OEMs that have invested in Karnataka include Toyota, General Motors and
Volvo.

Source: National Highway Authority of India, Indian Ports Association, Airport Authority of India, Karnataka Udyog Mitra, PwC analysis

1. At current prices

GSDP growth rate (FY07-11)1: 15%

State GDP per capita (USD) : 1099



Industrial investments in the state have grown at a rapid pace and the
state is among the top destinations for FDI in India

Section 3.2 – Karnataka
South

Industrial investments in the state have grown at a CAGR
of 23% between FY06-10 and the state is among the top
five destinations for FDI in India.

• The state attracted the fourth highest industrial
investments among all states in the period FY01-10.
Investments have grown consistently at c. 25% in the same
period.

• The state is among the top five destinations for FDI in
India, with cumulative FDI inflows between April 2000
and January 2012 at 9.5 billion USD (over 6% share of the
total FDI inflow into India in the same period).

Reforms to simplify clearance and business procedures for
investors

• Successive governments in Karnataka have been pro-active in
promoting investments in the state by means of investor-friendly
policies. For instance, the state was the first in the country to have an
Industrial Policy and a State Facilitation Act.

Skilled labour, especially in knowledge based sectors

• Karnataka scores very high on the availability of skilled labour due to
the presence of knowledge-based industries.

• High literacy rate, combined with large number of
education, vocational training and higher education institutes
contributed to the availability of a skilled and qualified workforce.
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Source: Economic Survey of Karnataka 2010-11, Ministry of Labour and Employment, Annual Survey of Industries, DIPP, PwC analysis



Section 3.3
Maharashtra

Mumbai
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Maharashtra is among the most industrialised states in India

Section 3.3 – Maharashtra

Trade and commerce hub of India

• Mumbai, the capital of Maharashtra is known as the financial capital of India since it houses the

main stock exchanges, capital market and commodity exchanges of India.

West

Maharashtra

• Maharashtra leads in terms of gross state domestic product (GSDP). It accounts for 14% of the

total GDP of India. It is among the most prosperous states in India with a GDP per capita of 2014

USD.

Among the most industrialised states in India constituting 23% of the total

manufacturing NDP of India

• Key industries in the state include pharma, biotech, IT, electronics, engineering, auto and auto

components, petrochemicals and BFSI

- The state accounts for c.18% of the country’s pharmaceuticals output by value. It accounts for

35% share of biotechnology revenues (the highest among all states in India).

- Maharashtra accounts for more than 30% of the country’s software exports.

- The state has a 33% share of the country’s automobile industry. Pune, a major city in

Maharashtra, is one of the largest hubs for auto in India with over 4000 manufacturing units

Land area: 308,000 sq km

Capital: Mumbai

Population: 112 mn

Official languages: Marathi, Hindi, English

Literacy rate: 83%

General information

GSDP – FY11 (bn USD) : 226

Economic information
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Maharashtra, is one of the largest hubs for auto in India with over 4000 manufacturing units

present in the region.

Excellent road and port infrastructure facilities

• Maharashtra is the third-largest state in India in terms of population and geographic area. It has a
long coastline of c. 720 kms along the Arabian Sea.

• The state has well-developed transport infrastructure. Maharashtra has the largest road network in
India (c. 270,000 kms of roads) and rail transport within the state is robust and efficient(c. 6000
kms). The JNPT port close to Mumbai is the largest container traffic port in India (ranked 24th

amongst the top 100 international container ports globally).

Source: National Highway Authority of India, Indian Ports Association, Government of Maharashtra, PwC analysis

1. At current prices

GSDP growth rate (FY07-11)1: 17%

State GDP per capita (USD) : 2014



The state is among the top two states in India in terms of industrial
investments

Among the most investment-friendly and de-regulated
states in India

Section 3.3 – Maharashtra

Among the top two states in India in terms of industrial

investments and among the top destination for FDI in

West

states in India

• The state was the first in India to set up a separate cell to facilitate
FDI and a high-level committee to accord fast-track clearances for
proposals involving FDI.

• The state is a frontrunner in undertaking strong initiatives towards
labour reforms.

Large pool of skilled and un-skilled labour by virtue of being
one of the most industrialised states in India

• The state has an abundant supply of un-skilled labour due to an
existing large industrial base.

• Maharashtra also provides ready access to skilled labour due to a
strong education and training infrastructure. The state has more
than 780 engineering colleges with an annual enrollment of over
210,000 students.

investments and among the top destination for FDI in

India

• Maharashtra accounts for 15% of the total industrial investments

in India between FY01-10. Industrial investments have grown at

a CAGR of 12% between FY06-10.

• Maharashtra is one of the favourite destinations for FDI in

India, receiving more than 30% of the total FDI investments in

India between April 2000 and Jan 2012 (FDI inflow of 45.8

billion USD into the state)
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Source: Annual Survey of Industries, Economic Survey of Maharashtra, Government of Maharashtra, DIPP, Ministry of Labour and Employment, PwC analysis



Section 3.4
Gujarat

Gandhinagar
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Gujarat is among the leading states in India in terms of infrastructure and
a key contributor to the country’s manufacturing NDP

Section 3.4 – Gujarat

Among the leading states in India in terms of infrastructure

• Located in the western region of India, Gujarat has the longest coastline (c. 1,600 km) of all
Indian states.

West

Gujarat

Indian states.

• Gujarat is a mineral-rich state both in terms of capacity reserves and production, as it has
large natural reserves of oil and gas and produces the highest amount of crude oil. It also has
reserves of bauxite, limestone and clay.

• Gujarat is among the leading states in India in terms of industrial infrastructure. Key
highlights of the state’s infrastructure include the following:

- Well-developed port infrastructure with 41 major and minor ports. These 41 ports
handle nearly 25% of India’s sea cargo.

- Well-developed road infrastructure, with the third largest network of state highways (in
terms of total road length) among all Indian states

- A power-sufficient state meeting power requirements through substantial capacity
additions over the years. It is the only state with an integrated state-wide gas grid.

- The state has also taken initiatives to develop alternative sources of power.

Among India’s economic powerhouses with a high contribution to India’s
manufacturing NDP

Land area: 196,000 sq km

Capital: Gandhinagar

Population: 60 mn

Official languages: Gujarati, English

Literacy rate: 79%

General information

GSDP – FY11 (bn USD) : 112

Economic information
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manufacturing NDP

• Gujarat has been one of India’s economic powerhouses, and is currently the fifth largest
state economy in terms of GSDP (as of FY11). Gujarat is also among the more prosperous
Indian states and has the fifth highest state GSDP per capita across all states in India (as of
FY11).

• It is also one of the most industrialised states of India with the highest manufacturing output
(as of FY10) and the second highest manufacturing NSDP (as of FY10) among all Indian
states.

Source: National Highway Authority of India, Indian Ports Association, Government of Gujarat, PwC analysis

1. At current prices

GSDP – FY11 (bn USD) : 112

GSDP growth rate (FY07-11)1: 16%

State GDP per capita (USD) : 1916



The state has attracted the highest industrial investments among all states
between FY01-10. Key industries in the state include pharma, textiles
petrochemicals, chemicals, food processing, engineering and auto

Section 3.4 – Gujarat
West

Key manufacturing industries in the state include
petrochemicals, chemical, pharmaceuticals, textiles, food
processing, engineering and auto

• Petroleum is the largest contributor to total industrial production in
Gujarat, followed by chemicals and pharmaceuticals.

• The state contributed over 50% to the national production of
chemicals in FY11.

• Gujarat accounted for over one-third of the national pharma
production and around one- fifth of pharma exports in 2010-11.

• It has the largest number of clinical research organisations in India
and over 100 companies with WHO-compliant manufacturing
units.

• The state has a vibrant engineering and auto sector with more than
300 large-scale units in operation.

Key destination for industrial investment in India

• Gujarat attracted the highest industrial investment among all

states in the period FY01-10, with nearly 16% of the total

industrial investments in India in the period.

• Investor-friendly policies such as speedy approval, transparent

procedures by the state government and well-developed

industrial infrastructure have been major drivers for investment

in the state.

September 2012

300 large-scale units in operation.

• Gujarat is also the largest producer and exporter of cotton in India.
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Source: Annual Survey of Industries, Economic Survey of Gujarat, Government of Gujarat, PwC analysis



Section 3.5
National Capital Region
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The National Capital Region (NCR) includes Delhi and parts of
Haryana, Uttarakhand, Uttar Pradesh and Rajasthan. It is among the
most industrialised regions in the country

Section 3.5 – National Capital Region

National Capital Region Among the most industrialised regions in the country with the presence of a

large number of MNCs

• The NCR in India is a name for the metropolitan area which encompasses the entire

North

• The NCR in India is a name for the metropolitan area which encompasses the entire

National Capital Territory of Delhi as well as urban areas surrounding it in the

neighbouring states of Haryana, Uttar Pradesh and Rajasthan.

• The NCR has excellent infrastructure facilities with a well-developed road network with a

number of national highways that connect it with the rest of India and an expanding Mass

Rapid Transport System (MRTS). The Indira Gandhi International Airport in New Delhi is

easily accessible from all districts in the NCR.

• The region is home to a number of private and public banks and financial institutions. Key

global players include HSBC, Standard Chartered, Bank of America, Citibank and Deutsche

Bank.

• Delhi, Noida and Gurgaon have emerged as preferred destinations for the headquarters of

many MNCs in India. Some global players with operations in the region include

IBM, Microsoft and Google.

Land area: 33,578 sq km

Areas covered
1. National Capital Territory of Delhi
2. Haryana (seven districts):

Gurgaon, Rewari, Faridabad, Sonepat, Rohtak,
Panipat and Jhajjhar

3. Uttar Pradesh (four districts):
Ghaziabad, Bulandshahr, Meerut and Baghpat

4. Rajasthan (one district): Alwar

General information
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IBM, Microsoft and Google.

• Gurgaon, Faridabad, Noida and Ghaziabad are host to a number of auto and auto

component players.

• Gurgaon and Panipat are key textile manufacturing locations in the region due to an

abundance of raw materials.

Rich labour pool

• The NCR has a large pool of skilled and un-skilled labour due to the presence of existing

industries and strong education and training infrastructure.
Source: PwC analysis



Section 3.6
Punjab
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Chandigarh



Punjab is referred to as the ‘granary of India’. Agri and food processing
and textiles are the key industries in the state

Section 3.6 – Punjab

Punjab
Agriculture major component of Punjab’s economy

• The contribution of agriculture to the state’s GSDP is one of the highest across Indian

states (c. 24% as of FY11). In FY10, the state produced a total of 27 million tonnes of food

North

states (c. 24% as of FY11). In FY10, the state produced a total of 27 million tonnes of food

grains.

• Punjab is the second-largest producer of wheat in the country with a 20% share in total

wheat production. The state produced 15 million tonnes of wheat in FY10.

Manufacturing activity primarily based on the agricultural produce of the

state. Agri and food processing and textiles are key industries in the state.

• Agro-based industries contribute c.20% to the manufacturing output and c.14% to the total

employment in the state. The presence of a large number of small-scale units is one of the

key highlights of the industrial scenario in the state.

• The state government has actively promoted contract farming in the state. Organic

farming is also a thrust area and several incentives are offered for the promotion of

organic farming in the state.

Land area: 50,000 sq km

Capital: Chandigarh

Population: 28 mn

Official languages: Punjabi

Literacy rate: 77%

General information

Economic information
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organic farming in the state.

• The state is a hub for textile-based industries including yarn, readymade garments and

hosiery. The textile industry contributes to over 20% of the manufacturing output of the

state and Punjab is among the largest producers of cotton and blended yarn in India.

Source: Statistical Abstract of Punjab, PwC analysis

GSDP – FY11 (bn USD) : 50

GSDP growth rate (FY07-11)1: 16%

State GDP per capita (USD) : 1731

1. At current prices



Section 4
Strategic sectors
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Section 4.1
Automotive
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Government’s thrust to develop India as a global manufacturing and R&D
hub has resulted in significant FDI inflows into the Indian auto sector

Section 4.1 – Automotive

FDI inflow • Automatic
approval for
foreign equity
investment up to
100%; no

Case study: Piaggio

2001: Became a
wholly owned
subsidiary

2008: Became market
leader in three-wheeler
category

1,152
1,236 1,299

923

1,400

FDI inflow (mn USD)

100%; no
minimum
investment
criteria

Government schemes, policies, initiatives

• Automotive Mission Plan 2006-16: To develop the Indian
automotive industry into a global hub, the Mission plans to set up
a modernisation fund, automotive training institutes, auto design
centres, special auto parks, etc.

• NATRiPs: They will focus on setting up R&D centres of
excellence with emphasis on low-cost manufacturing and product
development solutions.

• Piaggio entered the Indian market in 1998 in order to serve the
under-peneterated light transportation market in India.

• Today, over 300,000 tonnes of cargo is transported daily across
India on Piaggio's Ape three- and four-wheelers. The company has
won many awards, such as Commercial Vehicle Manufacturer of the
Year - 2008 and LCV Truck of the Year 2010.

• With a stated aggregate market share of 41% in the three-wheeler
industry and 64% in the three-wheeler cargo segment (as of
2010), Piaggio occupies leadership position in the three-wheeler

1998: Entered
India as a JV
with Greaves
Cotton

2007: Entered the
four-wheeler
category

2010: Rolled out the
one-millionth vehicle
from its Indian plant

923

-

700

FY09 FY10 FY11 FY12
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• Tax breaks: Excise duty reduction on small cars and the
increase of budgetary allocation for R&D, reduction in surcharge.

• Reducing import duties: Import duties have been consistently
reduced across the years.

Key players in India

2010), Piaggio occupies leadership position in the three-wheeler
industry in India.

• The company has also announced plans to introduce two of its global
two-wheeler models in India, going forward.

Fiat (Italy)

Piaggio
(Italy)

Ford (USA)
BMW

(Germany)

Toyota
(Japan)

Maruti Suzuki
(Japan)

Tata Motors
(India)

Mahindra & Mahindra
(India)

Hero Motocorp
(India)

Bajaj Auto
(India)

Foreign players

Source: Piaggio India website, DIPP, Ministry of Commerce and Industry, SIAM



Opportunities in the automotive sector are driven by a large and under-
penetrated domestic market

Section 4.1 – Automotive

Huge opportunity presented by the low penetration of
motor vehicles in India currently: India currently has less than
20 vehicles per 1000 population compared to over 500 vehicles
per 1000 population* in developed countries.

1

15.5

17.4

16

18

20

Automotive industry in India (mn units)

1.8 1.6 1.9 2.5 2.6
0.5 0.4 0.5

0.7 0.80.5 0.3 0.4
0.5 0.5

8.1
7.4

7.4

11.8
13.4

10.9
9.3

9.8

15.5

-

2

4

6

8

10

12

14

16

FY08 FY09 FY10 FY11 FY12

Rising incomes, easy availability of
credit, infrastructure development are driving the growth
in automobile demand in India.

2

Export hub, especially for small cars: Exports of
automobiles have grown at a CAGR of 24% over the last five
years and currently stand at 2.9 million units.

3

India is increasingly emerging as an R&D hub driven by a
strong engineer pool, government impetus and the need for
localised models.

4
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Total Two wheelers Three wheelers Commercial vehicles
localised models.

Source: SIAM, World Bank, DIPP
* All motor vehicles not including two-wheelers

• An underpenetrated and growing domestic market for motor vehicles offers opportunities for global OEMs and ancillary players.

• The low-cost manufacturing base makes India an attractive export hub, especially for small cars.

Spurred by the growing domestic automotive market and export opportunities, the
automotive components industry in India is estimated to grow nearly 3x to reach 92

billion EUR by FY2020



Section 4.2
Infrastructure (roads and
highways, railways and ports)
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Infrastructure sector holds immense strategic importance and
hence, enjoys high priority treatment from the government of India

Section 4.2 – Infrastructure (Roads & highways, railways and ports)

FDI inflow • There is automatic
approval for FDI up to
100% in roads, ports and
railway rolling stock.

• Railways transport is

Case study: Isolux Corsan

2,539
2,968

2,363
3,000 Developer of large infra projects in India

FDI inflow (mn USD)

• Railways transport is
reserved for public
sector, however, 100%
FDI is allowed in select
allied activities*.

Government schemes, policies, initiatives

• The government has been encouraging private and foreign
investments through PPP models.

• The government offers select tax incentives to attract investors
into the infrastructure segment.

• 100% tax exemption in road projects for 5 years and 30%
relief for the next 5 years

• Ten-year tax holiday for enterprises engaged in ports

• Starting in 2009, Isolux Corsán was the first Spanish company
specialising in building major infrastructure to win an
infrastructure concession in India.

• Isolux Corsán has entered into a joint venture with the Morgan
Stanley Infrastructure Fund (MSI), to jointly invest 400 million
USD in India to develop new road infrastructure projects.

• India is the key focus of Isolux Corsán's investment in Asia, and is

1,153

0

1,500

FY09 FY10 FY11 FY12

2 bn EUR capex investment in India

4 toll roads with a total of 710 kms managed in India

September 2012
44

Destination India •

• Ten-year tax holiday for enterprises engaged in ports

Key players in India

• India is the key focus of Isolux Corsán's investment in Asia, and is
an important mainstay in its international expansion strategy.

IJM Corporation
Malaysia

Isolux Corsan
Spain

Jaiprakash Assoc
India

Punj Lloyd
India

Gammon India
India

IVRCL
India

GMR
India

Gaz De France
France

Maire Tecnimont
Italy

AP Moller Maersk
Denmark

Foreign players

Source: Isolux Corsan India website, DIPP, Ministry of Commerce and Industry, PwC research and analysis * FDI in railways is allowed in select areas such as manufacturing of
locomotives/ wagons/coaches, rail track construction and other
infrastructure related activities, etc.



There are large opportunities for private sector participation in
infrastructure development, investment and maintenance

Section 4.2 – Infrastructure (Roads & highways, railways and ports)

Roads and
highways • Rise in two-wheeler and four-wheeler vehicles, increase in

freight traffic, strong trade flows between states have resulted in
growth in demand for quality roads.

Driven by the large scale of investments
expected in the infrastructure

industry, private sector participation is
expected to grow.

growth in demand for quality roads.

• Increased policy support in terms of incentives, tax
holidays, FDI and private participation have resulted in increase
in investments in this space.

Ports • Increase in container traffic, rising demand for commodities
(especially coal and crude) have increased the demand for ports.

• Investments are directed at capacity expansion--addition of new
berths, storage facilities and rail-road connectivity.

• Opportunities also exist in port support services such as
operations and maintenance, ship repairs, etc.

Railways • Increase in population, urbanisation and rising rural-urban
migration has resulted in growth in rail passenger traffic, and

expected to grow.

207
339

500
11

175

500

218

514

1,000

-

400

800

1,200

X th plan XI th plan XII th plan

Infrastructure spending as per five year plans (bn
USD)
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Railways
migration has resulted in growth in rail passenger traffic, and
consequently demand for more rail routes.

• Rising industrialisation has resulted in freight traffic growth.

• There is expansion of scope for participation of private players
through PPP in the areas of station development, dedicated
freight corridors, manufacture of wagons, etc.

X th plan
(2002 -07)

XI th plan
(2007 - 12)

XII th plan
(2012 - 17)

Public sector Private sector Total infra spend

Of the total 160 PPP projects across
roads, railways and ports, 134 have been
entered into by domestic players, while

foreign players have entered into 26 projects.

• Huge opportunities exist for private players across roads, ports and railway sectors due to strong Government thrust for PPP initiatives

Source: Planning Commission, DIPP – Ministry of Commerce and Industry



Section 4.3
Energy
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FDI in the energy sector has been the largest across all sectors since 2000

Section 4.3 – Energy

FDI inflow

• 100% FDI under the
automatic route is
allowed in
power, renewables, coal

Case study: Cairn

1996: Entered

2000: Developed
1st offshore oil and
gas field

2007: Listed in

2011: Sold 58.5%
stake in Cairn
India to Vedanta1,398

1,709 1,760
1,585

1,000

2,000

FDI inflow (mn USD)

2012: Revenue ofpower, renewables, coal
mining (only for captive
consumption).

Government schemes, policies, initiatives

• Rajiv Gandhi Grameen Vidyutikaran Yojana – 2005
(RGGVY ): It is targeted to electrify 22.6 million rural BPL
households and ~90% of the cost is to be borne by the central
government. As of 2011, 17.5 million households were provided
electricity connections.

• New Exploration and Licensing Policy – 1997-98
(NELP): It opened India’s oil and gas sector to private-sector
participation through international competitive bidding for
blocks. The ninth round of the New Exploration Licensing Policy

• Cairn India is primarily engaged in the business of oil and gas
exploration, production and transportation. It is the fourth largest
oil and gas company in India, and has a stated 20% share in
India’s domestic crude oil production.

• Cairn has interests in nine blocks in India and one in Sri Lanka. In
India, it has made 40 oil and gas discoveries so far.

• Cairn has a stated production capacity of over 175,000 barrels of
oil per day, and targets to reach a production capacity of 240,000
barrels of oil per day by 2013.

• Vedanta’s purchase of 58.5% stake in Cairn India for 8.7 billion
USD, is termed as one of the largest FDI deals in India. Post the
deal, Cairn PLC still holds 22% in Cairn India.

1996: Entered
India

2007: Listed in
India

0

1,000

FY09 FY10 FY11 FY12

2012: Revenue of
2.5 bn USD in
FY12
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blocks. The ninth round of the New Exploration Licensing Policy
was offered and 34 oil and gas blocks were offered in 2011.

• PNGRB Act 2006: It regulates all the activities of
production, distribution and sale of crude oil, petroleum products
and natural gas. The purpose is to protect consumer interest and
at the same time provide a level playing field to all companies.

Key players in India

deal, Cairn PLC still holds 22% in Cairn India.

Source: Cairn India website, DIPP- Ministry of Commerce and Industry, Ministry of Power, Ministry of Coal, Ministry of Petroleum and Natural Gas

Cairn
UK

Shell
Netherlands

BP
UK

BG Group
UK

Reliance
India

ONGC
India

GAIL
India

Oil India
India

Gujarat state petro
India

Foreign players



Rising domestic demand coupled with an increasing energy import bill has
led to increase in investments in the domestic market towards
exploration, R&D and innovation efforts

Section 4.3 – Energy

1019
1200

Consumption of conventional energy in India (in Mtoe)
Low per-capita consumption of energy: India’s per-
capita energy consumption is estimated to be 13.2KWH per day
in 2011, compared to 234.6KWH for the US and 58.8KWH for

1

5%

Electricity

741
822 868

964
1019

0

400
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Split by source in FY11

in 2011, compared to 234.6KWH for the US and 58.8KWH for
China.

Increasing demand: Demand for energy, particularly for
commercial energy, has been growing rapidly with the overall
economic growth, rising urbanisation and industrial growth.

2

Focus on reducing dependence on imports: The
government is focusing on moderating growth in demand by
achieving higher levels of energy efficiency and increasing
domestic supplies of energy.

3

Government initiatives: Key initiatives include five-year
plans for increasing electricity infrastructure, policies for
increasing the production of oil and gas, push for renewable
energy, nuclear deals, etc.

4
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51%

24%

20%
Electricity

Coal & Lignite

Crude petroleum

Natural gas

Increase in exploration, R&D, innovation efforts: A
significant amount of R&D has been directed towards the
discovery of new reserves and the pace of their exploitation has
increased to cater to rising domestic demand.

5

energy, nuclear deals, etc.

Source: CSO – Energy Statistics 2012, PSI Media - India Energy Hand book2011 , BP - Statistical Review of World Energy 2011

• With demand outpacing supply, the focus has shifted towards the usage of non-conventional energy sources while reducing dependencies
and improving efficiencies in the usage of conventional energy.

• Opportunities exist in exploration, production, refining, marketing, storage, petrochemicals and related engineering activities.



Section 4.4
Renewable energy
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Renewable energy is a focus sector for India

Section 4.4 – Renewable energy

FDI inflow • FDI up to 100% under the
automatic route is
permitted in Renewable
Energy Generation and
Distribution projects
subject to the provisions135

638

217

389

350

700

FDI inflow (mn USD)

Spain-based global player in wind technology

Case study: Gamesa

Government schemes, policies, initiatives

• National Action Plan for Climate Change (NAPCC):
Released in June 2008 by the government of India, NAPCC has set
a target of a minimum 10% share of renewable energy in the
total generation capacity of the country by FY2015.

• The Jawaharlal Nehru Solar mission aims at generating 20,000MW
of solar power by 2022 and provides tax and tariff incentives to
independent power producers.

• Fiscal and financial incentives for grid as well as off-grid systems
include capital and interest subsidy, generation-based
incentives, accelerated depreciation, concessional excise and

subject to the provisions
of the Electricity
Act, 2003.

135
217

0

FY09 FY10 FY11 FY12

Manufacturing presence in India since 2010

India contributed 14% of Gamesa’s total sales in the
first half of 2012

• Gamesa, a leading global company in wind energy, covers the
entire spectrum of wind energy generation with capabilities in
design, conception, manufacturing, installation and maintenance.

• In 2011, the company has announced 60 million EUR worth of
investment in India to strengthen its manufacturing base in India
and address the domestic growth story.

• As per press releases by the company, Gamesa has sold 1000
turbines in the last two years in India, and plans to sell 700 wind
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incentives, accelerated depreciation, concessional excise and
customs duties.

• Renewable energy certificates (RECs) are an additional source of
revenue provided to private power developers by the CERC in order
to earn credits that are traded in the power exchange platform.

Key players in India

Siemens
Germany

Vestas
Denmark

Solaria
USA

Enercon
Germany

Suzlon
India

Source: Vestas India website, DIPP – Ministry of Commerce and Industry, Ministry of New and Renewable Energy

Foreign players

Tata BP Solar
India

Gamesa
Spain

Moserbaer Solar
India

turbines in the last two years in India, and plans to sell 700 wind
turbines in India in 2012.

• Gamesa also operates as a wind farm developer in India.



There are opportunities across all segments in renewable energy

Section 4.4 – Renewable energy

Solar
• The JNN Solar Mission launched in 2010 has set an ambitious

target of deploying 20,000MW of grid connected solar power by
2022.

• Policy measures and incentives are in place for JVs, export-

Currently, renewable energy accounts for
22,800 MW of installed capacity. Its potential
in India stands at 88,000 MW by 2032.
To meet its future energy needs, India will • Policy measures and incentives are in place for JVs, export-

oriented units, technology transfer and development, generating
solar power.

• Projects worth 270 billion INR are in the pipeline for the next two
to three years.

• A significant opportunity exists for international players to invest
in R&D and the development of solar farms.

Wind • India is the fifth largest country in terms of installed capacity for
wind power generation, with c. 14,200MW in FY2011. However
potential for generation of wind power is nearly 65,000MW.

• Tariff-related incentives are offered at the central government
and state government levels.

• There exists an additional advantage of being a mature tested
technology.

To meet its future energy needs, India will
have to invest an estimated 800 billion USD
2030.

71%

1%

14% 14%

0%

40%

80%

Wind Energy Solar Energy Bio Power Small Hydro

Total installed power capacity-India in 2012 (%)
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Others • There is a target to generate 240MW through urban and
municipal waste, 2100MW through biomass and bagasse and
1940MW through small hydro projects from 2011 through 2017.

• The government of India has set up the National Clean Energy
fund to raise money by levying a cess on coal and uses this to
fund clean technology projects.

Southern India accounts for a major share of
installed renewable energy capacity at around

50%, followed by western India at 30% and
northern India at 17%. The eastern and north-
eastern states together account for a low share
of around 3% of the renewable energy capacity.

Source: International Energy Agency, Indian Wind Energy Association, Ministry of New and Renewable Energy

• The opportunity in the renewable space lies in technology collaboration and implementation partnerships with Indian players in terms of
offering efficient products to the Indian market.



Section 4.5
Agro-food and food-processing industry
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In India, the food processing industry is one of the largest in terms of
production, consumption and export prospects

Section 4.5 – Agro-food and food-processing industry

FDI inflow

• 100% FDI under
the automatic

Case study: Nestle

1961: Set up its
first factory in
Punjab

2011: Achieved
revenue of 1.5 bn USD
in the year 2011

327

467

311

447500

FDI inflow (mn USD)

the automatic
route is allowed
in the food
processing
industry.

Government schemes, policies, initiatives

• Most of the processed food items have been exempted from the
purview of licensing under the Industries (Development and
Regulation) Act, 1951.

• National Meat and Poultry Processing Board (NMPPB):
This was established in 2009 to oversee the growth and further
promotion of Meat and Poultry sector in the country.

• Scheme for infrastructure development: There are several
scheme outlines for the development of infrastructure in food

• Subsidiary of Nestle S.A. of Switzerland, Nestle India is into milk
products, beverages, prepared dishes and cooking aids, chocolates
and confectionaries, vending and food services, etc.

• Nestlé India currently has 7 manufacturing facilities and 4 branch
offices in India. Its products are sold in more than 3.5 million
outlets across the country.

• The company’s 8th factory is likely to be commissioned by the end
of this year. It also plans to set up a manufacturing plant in the
north-east part of India.

1959:
Incorporated in
India

Punjab

1968: Listed in
India

in the year 2011
327 311

0

250

FY09 FY10 FY11 FY12

2012: Planning to
commission eighth
plant in Maharashtra
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scheme outlines for the development of infrastructure in food
processing, viz. food parks, integrated cold chain, modernisation
of slaughterhouses, technology upgradation and modernisation of
food processing industries and upgradation of quality control and
food testing labs.

north-east part of India.

• The company is investing over 50 million USD in a new research
and development centre in Haryana, which will become
operational towards the end of 2012.

• Nestle India has achieved a sales of 1.5 billion USD in the year
ending December 2011, with a net profit of 192 million USD.

Key players in India

Source: Nestle India website, DIPP – Ministry of Commerce and Industry, Ministry of Food Processing Industries

Godrej
India

Nestle
Switzerland

Kellogg
US

Heinz
US

Danone
Spain

Hershey
US

MTR
India

Britannia
India

Foreign players



Various socio-economic factors are driving the demand side of the Indian
food processing industry. Supply dynamics are driven largely by rising
investments in the sector and growth in organised retail

Section 4.5 – Agro-food and food-processing industry

Rising affordability and increase in food spend: Food
accounts for the largest share of the consumer wallet in India.
As the consumption in the overall economy increases, the spend

1

Indian food processing manufacturing market (bn USD)

18.2
20 CAGR

15% As the consumption in the overall economy increases, the spend
on food is likely to increase.

Changes in consumer lifestyle and food habits: A
growing working population, increasing nuclear
families, working women, urbanisation and demand for
healthier foods are driving demand for processed and semi-
processed food.

2

India’s competitive advantage for production and
exports: India's competitive advantage lies in its favourable
climate, geographic location, large agriculture sector and
livestock base, long coastline and inland water resources.

3

Supply side factors: These include growth in organised
retail, increasing FDI in food processing, improvements in
packaging and the introduction of new products.

4
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Government incentives: The government has given priority
status to all agro-processing businesses. Incentives, especially in
the fields of mega food parks and cold chains and export
benefits offer opportunity for investments.

5

packaging and the introduction of new products.

Source: Ministry of Statistics and Programme Implementation, Ministry of Food Processing Industries – Annual report 2011-12

• The opportunity for foreign players is twofold–catering to domestic demand as well as making India the ‘outsourcing’ hub, due to its
competitive advantage for production and exports.

• With focus on improving supply chain infrastructure like cold storage, warehouses and food parks, the government offers various
incentives for players looking to invest in supply chain infrastructure.

1.8 1.7 2.0
-

FY05 FY06 FY07 FY08 FY09 FY10

Total Beverages Other food products

Grain mill products Dairy products



Section 4.6
Water and waste treatment
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The private investments in the water and water treatment projects are
largely in the form of PPPs

Section 4.6 – Water and waste treatment

Investments

• 100% FDI is
permitted in
water supply

Case study: Ion Exchange

1977: Listed in
India

1991: Started south
east Asian operations

142
150

Private participation in infrastructure
projects (mn USD) 2011: Achieved

sales of 144 mn
USD in FY12water supply

projects and
waster water
treatment plants.

Government schemes, policies, initiatives

• Jawaharlal Nehru National Urban Renewal Mission
(JNNURM): Launched in 2005 and still active, it covers selected
towns to provide funding for infrastructure facilities, including
water supply and sanitation projects.

• Urban Infrastructure Development Scheme for Small
and Medium Towns (UIDSSMT): Launched in 2005 and still
active, it aims to cover a large number of urban towns not covered
under JNNURM in providing facilities including water supply and

• Ion Exchange India is one of the leading companies in water and
environment management in India.

• The company’s main activity is trading in water filtration
equipment, water chemicals, resins and installation projects for
water filtration plants.

• It also provides solutions to townships and smaller communities
in the urban and rural infrastructure, working with government
and NGOs.

1964:
Incorporated as
60% subsidiary
of Permutit, UK

1985: Becomes
100% Indian
company as
Permutit divests

2008: Sets up
operation in the US

76

24

0

50

100
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USD in FY12
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under JNNURM in providing facilities including water supply and
sewerage projects.

• National water mission: It aims at water
conservation, minimising wastage and ensuring its more
equitable distribution both across and within states.

Key players in India

and NGOs.

• Ion Exchange has achieved a revenue of 144 million USD in the
financial year ending March 2012.

Source: Ion Exchange website, DIPP – Ministry of Commerce & Industry, PPI World bank, Ministry of Water Resources

VA Tech Wabag
Austria

Aquatech
US

Degremont
France

Siemens Water
Germany

Ramky Group
India

Pratibha Industries
India

Hindustan Dorr
India

Foreign players



While agriculture accounts for the majority of growth in water withdrawal
in India, the opportunity lies in the growing demand due to urbanisation

Section 4.6 – Water and waste treatment

Low per capita consumption of water in India: Per
capita supply of water is estimated at 37 lpcd1 - 298 lpcd (for a
limited duration) in India compared to 150 lpcd (continuous) in

1
1911 1911 1911 1911 45%2000

Water supply and demand in India (billion cubic meters per year )

Growing demand for domestic and industrial
purposes: Growing population coupled with rising
urbanisation and industrialisation are driving demand for
water.

2

Focus on efficiencies and water loss prevention: Poor
water coverage, depletion of water resources and large losses on
account of non-revenue earning water in a majority of the
Indian cities is driving demand for water management
solutions.

3

Government and private investments: In order to
address the demand-supply gap in water supply and water
treatment, there has been rising government focus and
increased impetus to private sector participation in this sector.

4

Paris and 171 lpcd for 21 hours in Mexico in 2011.
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increased impetus to private sector participation in this sector.

Infrastructure status: Water treatment and supply projects
have been given infrastructure status. This implies that water
supply projects as per the current tax regime are eligible for
bank finance and enjoy a 10-year tax holiday.

5

Source: PwC report on water – 'Bringing water to your door step', Aquastats, IVG report on Indian Water and Wastewater Treatment Market Opportunities, Central Pollution control board

0
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• Growing demand, coupled with limited resources, has resulted in increase in focus towards water efficiencies and conservation. The
opportunity lies in natural resource conservation technologies and water efficiency solutions.

• Only c. 20% of the sewage generated in Tier I and Tier II cities is treated. The urban waste water and industrial wastewater treatment offer
good investment opportunities since current treatment capacity is inadequate to cater to the sewage and industrial effluent generated.

1. Litres per capita per day



Section 4.7
Life sciences
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MNCs have been increasing their presence in the Indian pharma market, and
now command more than a fourth of the total market

Section 4.7 – Life sciences

FDI inflow • FDI of 100% is allowed
in pharma under the
automatic route only in
greenfield projects; for
any mergers/

Case study: GlaxoSmithKline

1924: Started
operations in India

1971: Started R&D
facility in India

7,443

5,000

7,500

FDI inflow (mn USD)

Large size
deals in FY12 any mergers/

acquisitions by foreign
investors, prior approval
is mandatory

• FDI of 100% is allowed
in biotech.

Government schemes, policies, initiatives

• India patent acts: For product patent protection in the areas of
pharmaceuticals and agricultural chemicals

• Draft National Pharmaceuticals Pricing Policy, 2011:
The policy is still under discussion. The objective is to put in place
a regulatory framework for reasonable pricing of ‘essential
drugs’, at the same time providing sufficient opportunity for
innovation and competition to support the growth of industry.

• National Biotechnology Regulatory Authority: The

• A subsidiary of GlaxoSmithKline Plc, the GSK India product
portfolio includes prescription medicines and vaccines.

• GSK India is among the top 10 pharma companies in India , with
a market share of 4.2% in the year 2011 as per IMS Health.

• GSK leads in several therapeutic segments--dermatology, anti-
helmentics, hormones.

• GSK India registered sales of 480 million USD with net profits of
86 million USD, in the financial year ending December 2011.

1919: Trading
links with India
established

1969: Listed on
Indian stock
markets

2011: Revenue of 480
mn USD in the year
2011

257 380 255
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• National Biotechnology Regulatory Authority: The
government is setting up NBRA, under the Department of
Biotechnology (DBT), to provide a single-window clearance
mechanism for all bio-safety clearances of products and also to
stimulate public and private investment in biotechnology.

Key players in India

86 million USD, in the financial year ending December 2011.

• GSK India is aligning itself with the parent company in areas such
as clinical trials, clinical data management, global pack
management, sourcing raw material and support for business
processes including analytics.

Source: GSK India website, DIPP – Ministry of Commerce and Industry , Department of Pharmaceuticals, Department of Biotechnology

GSK
UK

Dr Reddys
India

Merck & Co
US

Sanofi-Aventis
France

Biocon
India

Novartis
Switzerland

Ranbaxy
India

Abbott
UK

Cipla
India

Foreign players



Rising population, coupled with increased incidence of lifestyle diseases
have resulted in domestic market growth. Skilled manpower, lost cost of
manufacturing and R&D have resulted in export market growth

Section 4.7 – Life sciences

• Rising incidence of lifestyle diseases (e.g. diabetes and coronary
heart disease) due to sedentary living, rising pollution levels and

Pharma

35.0 31.7

Indian life sciences market (bn USD) *

heart disease) due to sedentary living, rising pollution levels and
high work stress is a contributor to the growing market in India.

• Easy access to drugs, increasing health awareness among
consumers, increasing penetration of health insurance in India are
other key drivers for demand.

• The export market is driven largely by generic drugs and bulk drug
manufacturing.

• Skilled professionals, increasing government support, well-
established infrastructure, strong private and public sector
participation and a large domestic market are some of the key
factors driving growth in the Indian biotechnology industry.

• Other growth drivers include increasing opportunities to outsource
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• Other growth drivers include increasing opportunities to outsource
manufacturing and an emerging market for contract research.

• Increased investments in private hospitals and medical centres are
driving the demand for medical devices.

• Health insurance uptake, India's large and growing middle class
and the growing medical tourism market in India are expected to
yield positive dividends for the medical devices sector.

Medical devices

Source: AM Mind power report on Indian pharma industry, Espicom Business Intelligence report on medical device market Q1 2012 , Department of Pharmaceuticals, Department of Biotechnology

* Lifesciences comprises of biotech, pharma and medical and diagnostic devices market.

• Factors such as cost-effectiveness, skilled manpower, diverse gene
pool, a well-established ecosystem could lead to the creation of
new opportunities in the areas of vaccines, agriculture, contract
research, clinical trials and outsourcing and bio-informatics.



Section 4.8
Leather and textile
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The textile and leather industries play a pivotal role through their
contribution to the industrial output, growth, employment and exports

Section 4.8 – Leather & Textile

FDI inflow

• FDI of 100% under
direct route is

Case study: Bata India

1934: Laid out
foundation for its first
building in India

2010: Selected as a ‘powerbrand’
in Powerbrands 2010, conducted
by Indian Council for Marketing
Research

161
145 150

174200

FDI inflow (mn USD)

direct route is
allowed both in
textile and leather.

Government schemes, policies , initiatives

• Scheme for Integrated Textile Park 2005: To set up world
class infrastructure for the textile industry, the scheme has also
extended to the 12th five year plan (2012-17).

• Technology mission on technical textiles (FY11-FY15): The
objective is to develop the domestic and export markets for
technical textile in India.

• Integrated Development of the Leather Sector (IDLS)
Scheme: This is focussed towards capacity expansion, technology

• Bata India is the largest retailer and leading manufacturer of
footwear in India and is a part of the Switzerland based Bata Shoe
Organisation.

• The company sells over 45 million pairs of footwear every year in
India and serves over 120,000 customers every day.

• It has five manufacturing facilities and sells its products through
1200 retail stores.

• The company also operates a large non-retail distribution network

1931:
Incorporated in
India

building in India

1973: Listed on
Indian stock market

Research

0

100

FY09 FY10 FY11 FY12

2011: Revenue of
340 mn USD in the
year 2011
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Scheme: This is focussed towards capacity expansion, technology
upgradation and modernisation of the leather sector in India.

• Schemes for the ‘development of leather parks’ and ‘mega
leather cluster’: Identify and develop industrial clusters and
locations with high growth potential for leather manufacturing.

Key players in India

• The company also operates a large non-retail distribution network
through its urban wholesale division and caters to millions of
customers through over 30,000 dealers.

Source: DIPP – Ministry of Commerce and Industry, Council of Leather Exports, Ministry of Textile, Planning Commission - Report of Working Group on Leather and Leather Products

Vulcabras‐Azalea
Brazil

Arvind mills
India

Vincenzo Zucchi
Italy

Relaxo
India

Melvo
Germany

OVS Industry
Italy

Raymond
India

Bata
Switzerland

Foreign players



Apart from the strong domestic demand, the leather and textile industries
are driven largely by the export market, which contribute significantly to
the country's foreign exchange earnings

Section 4.8 – Leather & Textile

• Domestic market growth is driven by increased penetration of organised
retail, favourable demographics and rising consumption and income levels.

TextileProduction of textile in India * (in bn sq.meters)

60.370 retail, favourable demographics and rising consumption and income levels.

• Domestic non-clothing consumption growth is driven by the rising usage of
technical textiles and increased activity in the construction of residential and
commercial properties, thereby driving demand for furnishing items.

• Exports have been the major growth driver in recent years, owing to the low
cost of manufacturing and the easy availability of raw materials.

• Government policies are also aimed at ensuring that the industry is
internationally competitive in terms of manufacturing and exports.

• Large domestic market, cheap manpower, huge raw material base, continuous
emphasis on product development and design upgradation are some of the
factors contributing to growth in this sector.

• Leather footwear is one of the major categories in the Indian leather industry

Leather
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• Leather footwear is one of the major categories in the Indian leather industry
and has been identified as a focus area.

• Policy initiatives taken by the government of India since 1973 have been
instrumental in the transformation of India from being a mere exporter of raw
material to the exporter of value-added finished products.

Source: Planning Commission - Report of Working Group on Leather and Leather Products, Annual report 2011-12 – Ministry of Textile, Rediff article on textile exports, Indian Technical Textile Association
* Mill, Handlooms, Powerlooms, and Hosiery sectors;

0

5

FY06 FY07 FY08 FY09 FY10

~33%

• Within textile, one of the most attractive segments for global players is in technical textiles, which is still at a nascent stage in India.
• In case of the leather industry, India with its huge raw material base and manpower availability, offers an attractive alternative to high-cost

economies and a means to derisk China-centric sourcing and production.



Section 5
Incentives, schemes and financial
instruments in India

September 2012
64

Destination India •



Section 5.1
Government incentives and schemes
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Incentive schemes in India are designed to channel investments into
specific industries, to promote exports and to develop economically
backward regions

Section 5.1 – Incentives & schemes offered by the Centre and by the States in India

Some key industries have 100% tax holiday on profits for the periods ranging between five to 20 years:
• Development or operation and maintenance of ports, airports, roads, highways, bridges, rail systems, inland

waterways, water supply projects, water treatment systems, irrigation projects, sanitation and sewage projects, etc

SEZs are created to promote exports and to attract larger foreign investments in India. Some of the key incentives offered to the
units in SEZs for attracting investments are:
• Duty free import/domestic procurement of goods for development, operation and maintenance of SEZ units
• Hundred per cent income tax exemption on export income for SEZ units under section 10AA of the Income Tax Act for the

Development of
specific industries

Promotion of

waterways, water supply projects, water treatment systems, irrigation projects, sanitation and sewage projects, etc
• Generation, distribution and transmission of power
• Development, operation and maintenance of industrial parks or SEZs
• Development and building of housing projects
• Operation and maintenance of hospitals
• Integrated business of handling, storage and transportation of food grains, also food processing
• Commercial production or refining of mineral oil
100% tax deduction in the capital expenditure (excluding cost of land or goodwill) is allowed in the some sectors:
• Setting-up and operating cold chain facilities for specified products; warehousing for agricultural produce storage
• Laying and operating cross-country natural gas, crude, petroleum oil pipeline network for distribution
• Building and operating a new hospital with at least 100 patient beds; also 2-star and above category hotels
• Developing and building a housing project under a scheme for slum redevelopment or rehabilitation
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• Hundred per cent income tax exemption on export income for SEZ units under section 10AA of the Income Tax Act for the
first five years, 50% for the next five years and 50% of the ploughed back export profit for the subsequent five years.
Minimum Alternative Tax will however be applicable.

• Exemption from central sales tax and service tax
• Single-window clearance for central and state level approvals

Promotion of
exports

Development of
economically

backward regions

To develop the north east, the government of India has extended a number of incentives:
• The industrial growth centres will be tax-free zones for the next 10 years with interest subsidy of 3% on loans.
• Industries will be given capital investment subsidy at the rate of 15% of plant and machinery cost (maximum of 3 million

INR)
Incentives are also available for investments in other states like Uttarakhand and Jammu and Kashmir.

Source: DIPP, SEZ India website, Ministry of Development of North Eastern Region, PwC publication ‘Making the most of it - Destination India 2011'



With a view to attract investments, many states offer incentives in the form
of tax concessions, capital and interest subsidies, reduced power tariffs, etc

Section 5.1 – Incentives & schemes offered by the Centre and by the States in India

Haryana

• Hundred per cent electricity duty exemption for five
years

Illustrative, not exhaustive

Gujarat

• Incentive schemes of the government are available for
small-scale industries (SSI), small and medium
enterprises (SMEs), certain priority sectors3 and
mega projects

years
• Interest-free loan (IFL) of 50% on VAT paid for

seven years from the commencement of commercial
production, and repayable after five years from the
date of grant of IFL

Maharashtra

• 100% stamp duty exemption on lease and sale of land

• 100% electricity duty exemption for 15 years

• Refund of municipal and local taxes on raw material
and capital equipment imported for a manufacturing

Andhra Pradesh

• 25% reimbursement of VAT or CST for five years from
the date of commencement of commercial production

• 100% reimbursement of stamp duty on lease and sale
of land for industrial use

Uttarakhand

• Exemption from entry tax on plant and machinery for
setting up a new unit or undertaking substantial
expansion and modernisation for an existing unit

• Capital investment subsidy of 15% with a maximum of
62,000 USD if production is commenced by 31 March
2013
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Tamil Nadu

• 50% stamp duty exemption for manufacturing units
set up in SIPCOT industrial parks on lease and sale
of land for industrial use

• Capital subsidy of up to 0.55 million USD2

• Electricity tax exemption for five years from the
date of commercial production2

Karnataka

• Up to 100% stamp duty exemption on lease and sale
deeds of industrial plots by KIADB

• 100% entry tax exemption on plant and machinery
and capital goods1 for three years from the date of
commencement of project implementation

1. ‘Plant & Machinery and Capital Goods’ includes plant and machinery, equipment ,etc. including machineries for
captive generation of electricity.

2. The incentives illustrated are not exhaustive, and are subject to changes depending on the size of the investment
and employment generation potential of the project.

3. Priority sectors as outlined in the industrial policy include textile and apparels, gems and jewellery, IT/ITeS, etc.
General engineering goods, transport equipment, auto components are not in the priority list of sectors.

* Each state has a different threshold for 'mega projects' and the incentives are customised accordingly.

and capital equipment imported for a manufacturing
plant

of land for industrial use

Source: Respective state government websites



Section 5.2
Financial instruments offered by Italian
actors
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• Set up in 1991, SIMEST is headed by the Ministry for Economic

Development, Italy, along with private-sector shareholders, with the aim to

promote Italian business abroad.

• SIMEST is a reference point for Italian firms for developing business in

Activities of Società Italiana per le Imprese all'Estero (SIMEST) in India

Section 5.2 – Financial instruments offered by Italian actors

• From its inception till April 2012, SIMEST has approved 48

projects in India, for a total investment of 504.2 million EUR. In

the same period, its venture capital fund has approved 26 projects

in India.

SIMEST in India: Key facts

• SIMEST is a reference point for Italian firms for developing business in

international markets. At the same time, it can also make investments in

the countries within and outside of the EU.

• It also provides professional consultancy and technical support

services, such as seeking out opportunities, partner search, feasibility

studies, etc.

To provide financial support for Italian businesses, SIMEST has

different instruments:

• Equity investment (upto 49%) through direct investment or managing

shares in venture capital funds.

• Access to concessions (interest rate support) for Italian businesses to

finance their investments in foreign companies outside the EU.

Further, the Italian government has set up a venture capital fund that can

in India.

• Some of the notable projects approved by SIMSET include the

following:

• Piaggio and C: Production and marketing of three-wheelers

• Bonfiglioli Riduttori: Production of boxes for gears and
transmission equipment

• Meccanotecnica Umbra: Production of mechanical seals

• Major agreements signed by SIMEST

Year Association/body Purpose

1995
Confederation of Indian
Industry (CII)

To promote JVs between Indian
and Italian companies

September 2012

Further, the Italian government has set up a venture capital fund that can

be added to the normal SIMEST shareholding in the foreign company.

• Financing for pre-feasibility and feasibility studies or technical assistance

programmes in non-EU countries, with a loan that can cover up to 100% of

the cost budget.

• Financing to break into foreign markets, with a loan that can cover up to

85% of the budgeted expenses.

• Support of export credits to allow Italian exporting firms to offer medium

and long-term deferred payment to their foreign buyers and contractors.
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2006
West Bengal Industrial
Development
Corporation (WBIDC)

To strength business ties and
facilitate investments

2009
Federation of Indian
Chambers of Commerce
and Industry (FICCI)

To strengthen mutual
communication and
cooperation

2011
Indo Italian Chamber of
Commerce (IICC)

To promote the investments of
Italian companies in India



Activities of SACE in India

Section 5.2 – Financial instruments offered by Italian actors

• The SACE office in Mumbai acts as a hub for the Indian and south

Asian operations, with an exposure of 2 billion EUR for the south

Asian market.

SACE in India: Key facts
• SACE is an insurance and financial group that offers a range of

products and services to large, medium and small enterprises and

banks. The group assists ~25,000 clients in 183 countries worldwide.

• SACE is wholly owned by the Italian Ministry of Economy and
Asian market.

• SACE has recently announced an 850 million EUR project pipeline

in India. Major sectors in its project pipeline in India include oil

and gas, metallurgy, fertiliser and other manufacturing industries.

• It also focuses on Italian SMEs and hence partnered with BNL-

BNP Paribas Group to create a 100-million-EUR initial credit

facility to finance the projects of Italian SME companies in India.

• Select SACEs transactions in India include the following:

• SACE is wholly owned by the Italian Ministry of Economy and

Finance and has a solid capital base, with equity of 6.2 billion EUR

and technical provisions of 2.3 billion EUR.

SACE offers following products and services to its clients

• Export credit: Supports the purchases of Italian goods and services

by guaranteeing or insuring loans to international buyers.

• Structured and project finance: Guarantees non-recourse or

limited-recourse loans to finance major international capital projects

involving Italian exporters and other Italian stakeholders.

• Internationalisation: Helps Italian enterprises access financing

to support their international development, by guaranteeing loans.

Surety: Offers guarantees to cover the contractual and legal

Year Company Type of
transaction

Value of the
transaction

2007
Reliance Industries

Limited
Financial guarantee 375 mn USD

2008
Reliance Industries

Guarantee 300 mn USD
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• Surety: Offers guarantees to cover the contractual and legal

obligations of companies participating in tenders and the suppliers

who win orders in Italy and abroad.

• Credit insurance: Provides Italian exporters with a variety of

credit insurance policies.

2008
Reliance Industries

Limited
Guarantee 300 mn USD

2009 Fiat & Tata
Project and

structured finance
130 mn EUR

2010 ATR
Project and

structured finance
44 mn EUR

2010 Siemens Vai Guarantee 18.4 mn EUR

2011
Reliance Industries

Limited
Guarantee 400 mn USD



Italian banking system in India

Growing presence of Italian banks in India

• All the major Italian banking groups have established an

Services offered by Italian banks in India

• The Italian banks in India offer their Italian corporate counterparts

Section 5.2 – Financial instruments offered by Italian actors

• All the major Italian banking groups have established an
autonomous presence in India.

- Through representative offices, such as
Unicredit, IntesaSanpaolo, Ubibanca, Banco Popolare

- BNL through an Italian desk that utilises BNP Paribas branches

- Banca Sella, following the merger with Sella Servizi Bancari
S.c.p.a., with a branch office in Chennai

• Other Italian banks are considering entering the Indian market or
strengthening their presence through a change in their legal
form, from liaison office to fully owned branches.

• Opening a bank’s branch requires authorisation by the Indian
banking system regulator, the Reserve Bank of India.

• The Italian banks in India offer their Italian corporate counterparts
a wide range of solutions for their trade finance and corporate
banking needs:

- Trade-specific products (letters of credit, collections, bill
discounting, bank guarantees, pre-post shipment financing for
exports, buyer’s credit)

- Loan products (in local and foreign currency)

- Working capital products (in local currency)

• In the case of the representative offices, the above services are
originated and then finalised through their Indian banks
counterparts (correspondent banking).

• The Italian banking system in India also offers additional
services, such as market research and advisory (on the regulatory
framework of different economic activities; on potential business

September 2012

The increased collaboration and exchange of information between the
Italian regulator (Banca d’Italia) and its Indian counterpart could
possibly lead to a comprehensive agreement on a memorandum of
understanding (MoU) based on Basel Committee’s framework for
banking supervisors’ collaboration.

framework of different economic activities; on potential business
partners).

Increasing exposure of Italian banks to India

• In recent years, Italian banks’ exposure to the Indian market
has grown significantly, tripling between 2006 and 2011.

• At the end of December 2011, direct exposure was 2.2 billion EUR
(plus 1.3 billion EUR of guarantees extended), representing 1% of
the Italian banking system’s exposure to developing countries.
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Section 5.3
Instruments offered by international
actors
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Asian Development Bank (ADB) in India

Section 5.3 – Instruments offered by international actors

• In India, ADB supports the government in reducing income disparities and

regional imbalances, by reaching out to states with one or more of the following

constraints—high poverty, low levels of social development, weak capacity and

inadequate infrastructure.

• India has been a founding member of ADB since its
establishment in 1966 and is currently its fourth
largest shareholder.

Since the beginning of its lending operations in

ADB in India: Key facts

• To reach out to the states and non-sovereign institutions, ADB follows one or more

of the following approaches:

– ADB directly supports projects and programmes that have significant

development impacts and which improve the lives of the ultimate beneficiaries.

– Under co-financing arrangements, ADB finances projects by partnering with its

financial partners, the government or its agencies, multilateral financing

institutions and commercial organisations.

– As a catalyst for private investments, ADB provides direct financial assistance

to non-sovereign public sector and private sector projects in the form of direct

loans, equity investments, guarantees, B loans and trade finance.

ADB’s current strategy for India

• ADB supports the Indian government's efforts to facilitate inclusive growth, as

• Since the beginning of its lending operations in
India in 1986, ADB has approved 159 sovereign
loans amounting to 25.3 billion USD and 24 non-
sovereign projects amounting to 1.9 billion USD.

• As of 31 December 2011, the portfolio included 79
ongoing sovereign loans amounting to 11.9 billion
USD and the non-sovereign outstanding balances
and commitments of 948.7 million USD.

35%
10%

4% 12%

Total disbursements by sector as of 31
December 2011: 16.9 billion USD
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• ADB supports the Indian government's efforts to facilitate inclusive growth, as

emphasised in India's 11th Five Year Plan.

ADB’s next three-year strategy for India

• ADB aims to lend an average of ~ 2.2 billion USD annually in the sectors such as

transport, energy, urban development, agriculture and natural resources

management, finance, and education.

• In addition, ADB's private sector operations will continue to support ADB's

strategic priorities in these areas.

31%

9%

10%

Energy Transport and ICT

Water Supply and Other
Municipal

Finance

Public Sector Management Others

Source: ADB website



International Finance Corporation (IFC) in India

Section 5.3 – Instruments offered by international actors

In South Asia including India, IFC provides the following services that help

businesses meet the challenges of the global marketplace.
• IFC, a member of the World Bank Group, is the

largest global development institution focused

IFC in India: Key facts

exclusively on the private sector in developing
countries.

• Since its establishment in 1956, IFC has invested in
264 companies in India, providing more than 7
billion USD in financing for its own account and 2.1
billion USD in mobilisation from external
resources.

• As of June 2011, IFC held a portfolio of 3.7 billion
USD, which makes India IFC's largest country of
operations.

IFC’s businesses

Investment services Advisory services Asset management

IFC’s strategy in south Asia is built on three pillars:

• IFC aims to promote economic inclusion at the base

IFC's strategy in south Asia

IFC Asset Management

Company, a wholly owned

subsidiary of

IFC, mobilises and

manages third-party

capital funds for

investment in India.

IFC advisory services in

India are in the areas of

government-led reforms

to promote private

investment, develop local

enterprises, and introduce

climate-change adaptation

and mitigation measures.

Through investment

services, IFC provides a

broad suite of financial

products and services

including

loans, equity, trade

finance, structured finance

and syndications, all
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• IFC aims to promote economic inclusion at the base
of the pyramid, particularly in the low-income
states of India.

• It wants to help address climate change impacts.

• It encourages global and regional integration
including promoting investments from south Asia
into Africa.

• IFC's focus in India includes investing in infrastructure, strengthening financial

institutions, supporting the transformation of domestic companies into regional and

global players, improving access to finance for underserved markets and focusing on the

needs of small and medium enterprises.

and mitigation measures.and syndications, all

designed to promote

development in the country

and help reduce poverty.



Section 5.4
Assisting Italian companies to enter the
Indian market
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The Italian Trade Promotion Agency (ICE)

The ICE understands the unique requirement of companies
and advises them on various options to help them reach their
objectives:

• Identification of possible business partners

• B2B trade meetings with Italian companies

• The Italian Trade Commission, the trade promotion section of
the Italian Embassy (ICE in Italian) is the trade promotion
agency of the Italian government, functioning under the
Italian Ministry for Economic Development, to facilitate the

Section 5.4 – Assisting Italian companies to enter the Indian market

ICE in India: Key facts

• B2B trade meetings with Italian companies

• Trade delegation visits to Italy

• Official participation in local fairs and exhibitions

• Forums and seminars with Italian experts

• Training programmes for local technicians and entrepreneurs in
Italy

• Setting up training and testing centres in the foreign market for
local entrepreneurs

• Settlement of commercial disputes

• Identification of vendors and suppliers

• Identification of importers, dealers and distributors

• Assistance in market entry strategies

Italian Ministry for Economic Development, to facilitate the
internationalisation of Italian companies abroad.

• ICE operates through a wide network of offices linked to
Italian embassies and consulates and works closely with local
governments and associations to help Italian and foreign
companies establish and operate businesses around the world.

• ICE in India promotes, facilitates and develops Italian
commercial trade with India, supporting the
internationalisation of Italian firms and their consolidation in
the Indian market.

• The principal function of ICE in India is to foster bilateral
trade between India and Italy by providing Indian
entrepreneurs and companies with information and services
on Italian products, companies and market updates.

September 2012

• Assistance in market entry strategies

• Information on investment opportunities

• Setting-up of companies

• Assistance on confidential information on possible business
partners

• Assistance in advertising and publicity campaigns in India for
Italian companies

• In India, ICE has been active since 1971 and has offices in New
Delhi, Mumbai and Kolkata. The office in New Delhi acts as
the coordinating structure for the whole Indian market.
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The Indo Italian Chamber of Commerce and Industry (IICCI)

Section 5.4 – Assisting Italian companies to enter the Indian market

IICCI services

Preliminary
activities

• Feasibility studies and market analysis
• Assistance in developing market entry strategies

Partner • Identification of trade, industrial and financial

IICCI in India: Key facts

• Founded in 1966, the Indo-Italian Chamber of Commerce and
Industry (IICCI) is a non-profit organisation recognised by the
Italian government, whose main objective is to promote and
enhance trade and economic relations between India and Italy.Partner

selection
• Identification of trade, industrial and financial

partners
• Organisation of individual B2B meetings with

potential partners
• Representation of Italian companies in India

Start-up and
establishment
of operations

• Tailor-made consultancy
• Comparative analysis for selection of locations
• Marketing and promotional activities
• Scouting and selection of staff
• Legal assistance for company incorporation

Additional
services

• Interpretation and translation

enhance trade and economic relations between India and Italy.

• IICCI has a pan-India presence with 1200 members, and six
offices across India in
Mumbai, Delhi, Bengaluru, Chennai, Kolkata and Goa.

• IICCI plays an important role in the promotion of
collaboration and exchange of know-how between the
two countries, through the organisation of institutional and
business delegations, business meetings, international trade
fairs, seminars, conferences and roundtables.

Experience

• With a team of over 40 professionals, IICCI also supports
Italian and Indian companies in entering their respective
markets by providing a wide range of business services.

• With over 45 years of experience, the IICCI has developed

IICCI special projects

• The IICCI has identified five areas which offer opportunities for
Indo-Italian collaborations:
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• With over 45 years of experience, the IICCI has developed
strong ties with the industry, media, sectoral associations and
government institutions in India and Italy. The IICCI has over
90 industry leaders on their boards and 20 active
collaborations in Italy.

• In Italy, the IICCI is affiliated to Assocamerestero (the
association of the Italian chambers abroad) and its network of
various collaborations includes the Italian chambers of
commerce, promotional agencies, sectoral associations and
institutes.

Indo-Italian collaborations:

• Agri and food processing technology

• Energy and environment

• Furniture and design

• Infrastructure and building

• Machine tools

• For each of these sectors, the IICCI has acquired expertise and
knowledge to support Italian companies to enter the Indian market.

• For the infrastructure sector, the IICCI has established the Indo-
Italian Club for Infrastructure and Building (IICIB).

Source: IICCI



Section 6
Conclusion
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Conclusion..1/2

India is a market no global company can afford to ignore.

- Despite the current rough winds in the Indian economic climate, the long-term growth story of the Indian market continues to remain
intact. India is expected to continue on the growth trajectory, and is likely to maintain its position as among the fastest-growing economies
in the world. India is a market that no global company can afford to ignore and offers significant opportunities for Italian companies.

- In the context of the current economic climate globally, there is an increasing need to provide further impetus to the participation of

Section 6 – Conclusion

- In the context of the current economic climate globally, there is an increasing need to provide further impetus to the participation of
Italian businesses in the India story.

- The increased trade with Italy, especially over the last two years, along with the growing number of Italian companies investing in
India, further reiterate the importance that India occupies for the Italian business community and the potential for Italian businesses in
India.

Italian companies looking at India will need to identify the right strategic segments to focus on and optimise the
various incentives available in India from the perspective of foreign investment into the country.

- A number of strategic sectors are relevant to Italian businesses, from the perspective of traditional strengths and competencies of the
Italian manufacturing environment. These include automotive, infrastructure, energy, renewable energy, agro-food and food-processing
industry, water treatment, life sciences, leather and textile.

- To succeed in the Indian market, it is critical to identify specific opportunities along the value chain that these competencies can be
channelled into.

- India is a land of rich geographical diversity. This is reflected in the varying propositions offered by various states in India for
international investors. Most states in India offer varying levels of incentives and schemes with a view to attract investment which can be

September 2012

international investors. Most states in India offer varying levels of incentives and schemes with a view to attract investment which can be
leveraged by Italian companies.

India has played a key role in the strategic plans of a number of Italian businesses.

- India and Italy have a strong trade relationship, with Italy being the fourth largest trade partner of India within the EU27 countries. While
Italian investments in India have crossed over 800 million EUR, as compared to other countries like the UK, Germany and France, there
still exist unexploited opportunities.

- Large Italian companies like Fiat, Ferrero, Perfetti Van Melle, Piaggio and Lavazza have successfully established operations in India. This
is encouraging for Italian companies looking to invest in India.
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Conclusion..2/2

• Italian enterprises can evaluate multiple options for their entry into India, depending on their expansion plans, risk appetite, management
resources, experience in other emerging economies and relevance of India in their overall strategy.

Section 6 – Conclusion

Liason or branch office
• Low capex requirements compared to other options
• Role in India limited to collecting information about prospective customers, export and import

of goods, act as buying or selling agent in India, etcof goods, act as buying or selling agent in India, etc

Joint ventures

• Having a local partner can be advantageous for companies in terms of leveraging local market
knowledge and relationships of Indian partners. However, it does not offer full control on
operations.

• It is key to choose a partner with similar strategic intent and mitigate potential risks around
management control and ownership issues.

• It can jumpstart participation in the local market, enable quicker reach to market and

Alliance

• An alliance (e.g. a franchise arrangement) allows the company to share technical and
marketing know-how with an Indian partner, who can use the company’s brand for a defined
consideration in the form of royalty or brand fees.

• It allows companies to participate in the Indian market without locking much capital and with
easier exit options.

• Companies need to understand the market and local partners and have clear risk mitigation
plans in place in order to control operations.
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Acquisition

• It can jumpstart participation in the local market, enable quicker reach to market and
circumvent entry barriers.

• It is crucial to identify the right target at the correct value, evaluate and implement synergies.
• Challenges need to be managed around extended deal lifecycle in India along with cultural

differences.

Greenfield

• Typically used when there are no alternatives in terms of JV or acquisition, a greenfield entry
entails setting up a business in India from scratch.

• It offers full control over India operations, but requires a high degree of commitment of
resources and management bandwidth.



Appendix 1
How to set up a business in India
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Since India adopted liberalisation in 1991, the Indian regulatory
environment for foreign investment has been consistently eased to make it
increasingly investor-friendly

Appendix 1 – How to set up a business in India

Automatic route
• No prior approvals are required for investing in certain

sectors, under delegated powers exercised by theAutomatic route

FIPB route

Routes for obtaining
approval for foreign
investment in India

sectors, under delegated powers exercised by the
Reserve Bank of India.

• In cases of foreign investment where the project does not
qualify for automatic approval, prior approval is required
from the Foreign Investment Promotion Board (FIPB) under
the Ministry of Finance.

Foreign investment policies have evolved over the years and currently allows 100% FDI in most sectors.

Extent of FDI allowed Sectors covered

Permitted
Hundred per cent FDI permitted without approvals in most sectors; 100% FDI permitted in single-brand
retailing subject to certain norms
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Source: FIPB, DIPP
* The proposal to allow 51% FDI in multi-brand retail is under discussion

Restricted
Private banking (74%), telecom (74%), civil aviation (51%), insurance (26%), multi-brand retailing (51%),
news media (26%) etc.

Prohibited Gambling and lottery

Conditionality Wholesale trading, NBFCs, construction development, industrial parks, mining

Government sector only Railways, atomic energy

Licensed industries Tobacco products, hazardous chemicals, defence equipment



A foreign company looking to set up operations in India, can either operate
as an Indian company or a foreign entity

Appendix 1 – How to set up a business in India

Entry strategy

Operating as an
Indian company or corporate

entity

Operating as a
foreign company or non-

corporate entity

Wholly-owned
Subsidiary company

Joint venture with an
Indian partner

(equity participation)

Limited liability
partnership (LLP)

Liaison office Project office Branch office

Such a subsidiary is
treated as an Indian

The option is to choose a
partner in the same field

It combines the advantages
of a company, such as being

A liaison or a
representative office can

Foreign companies
planning to execute

Foreign companies
engaged in manufacturing
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Source: DIPP

resident and an Indian
company for all Indian
regulations (including
Income Tax, Foreign
Exchange Management
Act,1999 and the
Companies Act), despite
being 100% foreign-
owned.

or area of activity or who
brings synergy to the
foreign investor’s plans
for India.

a separate legal entity
having perpetual
succession, with the
benefits of organisational
flexibility associated with a
partnership and is
comparatively easier to
manage.

be opened in India subject
to approval by the Reserve
Bank of India. Such an
office can undertake
liaison activities on its
company’s behalf.

specific projects in India
can set up temporary
project and site offices in
India for this purpose.

and trading activities
abroad can set up branch
offices in India with the
prior approval of the
RBI, for the export and
import of
goods, rendering
professional services, etc.
In general, manufacturing
activity cannot be
undertaken through a
branch office.

For registration and incorporation, an application has to be filed with the Registrar of
Companies.



Once a company has been registered and incorporated in India, it is subject
to laws and regulations as applicable to other domestic companies in India

Appendix 1 – How to set up a business in India

• A private company is a company with a minimum of two

Private company

Public company

Incorporation of a
company

• A private company is a company with a minimum of two
members and a minimum paid-up capital of 100,000
INR or a higher paid-up capital as may be prescribed.

• A public company is one which is not a private company. A
subsidiary of a public company is also treated as a public
company.

• It is required to have a minimum paid-up capital of 500,000
INR with a minimum of seven members and three directors.

Steps/procedure to incorporate a company
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Source: DIPP

Obtaining DIN
(Director

Identification
Number)

Applying for
name

availability

Drafting MoU
and articles of

association (AoA)

Court stamping
of MoU and

AoA

Signing of
MoU and AoA

by first
subscribers

Filing with
registrar of
companies

(ROC)

Vetting of MoU
and AoA by

ROC

Obtaining
certificate of

incorporation
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The guidelines for foreign trade (export and imports) are issued by the
Directorate General of Foreign Trade. The Central Board of Excise and
Customs handles customs duty related matters

Governing authorities for foreign trade in India

• In India, formulation of guidelines and principles related to import and export are handled by the Directorate General of Foreign

Appendix 2 – A guide to exporting to India

• In India, formulation of guidelines and principles related to import and export are handled by the Directorate General of Foreign
Trade (DGFT), a government organisation. The DGFT and all its regional offices work under the Ministry of Commerce and
Industries, Department of Commerce, government of India.

• The Central Board of Excise and Customs (CBEC) under the Ministry of Finance is the controlling authority to handle custom duty
related matters. The CBEC regularly publishes the Indian Customs Tariff Guide that provides information on custom duty rules and
regulations in India.

Standards, testing,
Standards, testing, labelling and certification requirements ensure that imported goods meet the country’s
health, safety and quality standards. In India, more than 100 commodities must be certified by the Bureau of

Registration of
importer of record

Importer of record is the entity that assumes responsibility of customs clearance for goods into India.
Registration of the importer in India under Importer Exporter Code (IEC) is a pre-requisite for import. The
importer of record should have a valid IEC code issued by the DGFT.

Highlights of Indian trade rules and regulations
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Standards, testing,
labeling and
certification

health, safety and quality standards. In India, more than 100 commodities must be certified by the Bureau of
Indian Standards (BIS) before they can enter the country. These include items such as food
additives, electrical appliances and certain kinds of cement and structural steel.

Sanitary and
phytosanitary

measures

Shipping of agricultural and other natural resource products to India require exporters to meet a particular
class of standards, called sanitary and phytosanitary measures (SPS), as specified in the WTO Agreement.

Source: EDC, Eximguru, DGFT, PwC research



While most goods can be imported in India without restrictions or
licences, there are a few which are regulated

Import regulations and licensing

• Under the Open General Licence established by India’s EXIM Policy, majority of goods can be imported without licences or restrictions.

Appendix 2 – A guide to exporting to India

• Under the Open General Licence established by India’s EXIM Policy, majority of goods can be imported without licences or restrictions.
However, there are three classes of goods that are regulated:

Prohibited goods These are goods that cannot be imported into India.

Restricted goods These are goods requiring an import licence. Import licences can be issued by one of the
four government institutions listed below:

• Department of Electronics for computer and computer-related items

• Department of Industrial Policy and Promotion for organised sector firms,
except those importing computers and computer systems

• Ministry of Defence for defence related items

• Directorate General of Foreign Trade for small-scale industries not covered
above

September 2012

• A detailed list of the goods under each of these categories can be found on the DGFT website (www.dgft.gov.in)
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Canalised goods These are goods that can be imported only by agencies designated by the central
government.

Source: EDC, Eximguru, DGFT, PwC research



India levies the following duties on imports. Duty rates and provisions are
amended from time to time by the Ministry of Finance and CBEC
notifications

Appendix 2 – A guide to exporting to India

Tariffs Description

Customs handling fee The Indian government assesses a 1% customs handling fee on all imports.Customs handling fee The Indian government assesses a 1% customs handling fee on all imports.

Basic customs duty (BCD) This applies to all goods imported into India. It may be calculated either as a percentage of the value of
the goods or at a specified rate that depends on the type of goods.

Countervailing duty (CVD) • Officially called additional duty of customs, CVD equal to excise duty is payable on imported goods
under section 3(1) of the Customs Tariff Act to counterbalance the impact of excise duty on indigenous
manufactures, to ensure a level paying field.

• CVD is payable equal to excise duty payable on like articles if produced in India. It is payable at the
effective rate of excise duty.

Special additional duty
(Special CVD)

An additional countervailing duty, called Special CVD, is applied to all items at 4% of the aggregate of
assessable value, basic customs duty, surcharge and additional duty.

Education cess Education cess of customs at the rate of 2% and SAH education cess of 1% is payable.

Other duties • National Calamity Contingent Duty (NCCD) has been imposed on a few articles.
• In addition, on certain goods, anti-dumping duty, safeguard duty, protective duty, etc. can be imposed.

September 2012

• Subject to certain conditions, there are duty exemption schemes available that enable duty free imports on goods required for export
production.

• Duty rates and provisions are amended from time to time by the Ministry of Finance and CBEC notifications. Please refer to the CBEC website
www.cbec.gov.in for the latest tariffs and notifications.
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• In addition, on certain goods, anti-dumping duty, safeguard duty, protective duty, etc. can be imposed.
– Anti-dumping duty: Applies to specific goods imported from specific countries.
– Safeguard and protective duty: Applied to goods whose exports are sufficiently high for the

government to deem as detrimental to a domestic industry

Source: CBEC, Eximguru, PwC research
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Italy is a very small recipient, receiving less than 0.5%
of the overall outward FDI from India in FY 2011.

Outward FDI from India has steadily increased over the
last few years, recording a CAGR of 16.5% between FY
2006 and FY 2011.

As per Indian sources, outward FDI from India has increased over the last
few years, but Italy is still a small recipient

Appendix 3 – India as a source of investment
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European sources concur that Indian stock of FDI in Italy is small, with
Italy accounting for only 1.7% of total Indian stock of FDI in EU countries

Appendix 3 – India as a source of investment

Outward FDI from India to Italy (mn EUR)Cumulative stock of FDI from India to EU countries as
of 2010 (mn EUR)
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• Indian stock of FDI in Italy accounted for only 1.7% of the total
Indian stock of FDI in the EU. Italy ranked sixth among the EU
countries in terms of inflow of FDI from India.

• Outward FDI from India to Italy grew at over 172% in 2010 over
2009, reaching 90 million EUR in 2010. However, FDI flow from
India to Italy was only 4 million EUR in 2011.

Source: EUROSTAT



Larger Indian investments in Italy have primarily been in sectors such as
pharmaceuticals, textiles and manufacturing (1/3)

Indian company Italian entity Amount invested
(mn USD)

Sector Year Details

Appendix 3 – India as a source of investment

Representative list of investments made by Indian companies in Italy

Himatsingka Seide Ltd Giuseppe Bellora SpA 17 Textile manufacturing
and retail

2007 Bengaluru-based Himatsingka
Seide acquired 70% of Italian bed
linen brand Giuseppe Bellora SpA.

Gammon India Ltd Tensa Acciai N.A. Power transmission
and distribution

2008 In 2008, Gammon India acquired
control over two Italian companies:
Franco Tosi Maccanica and SAE
Power Lines. Gammon also
acquired 50% stake in Sofinter.
Gammon had already previously
acquired a 50% interest in Sadelmi
SpA.

Sadelmi N.A. Plant engineering and
contracting services

2008

SAE Power Lines N.A. Power transmission
and distribution

2008

Franco Tosi Meccanica N.A. Power generation and
industrial turbines

2008

Sofinter N.A. Utility boilers, heat
recovery steam
Generators, biomass and

2008

September 2012

waste to energy boilers

Bombay Rayon Retail
Ltd

BRFL Italia 38 Textile manufacturing 2008 BRFL Italia is a WOS of Bombay
Rayon. It also acquired the
apparel brand Guru for 33 million
EUR via its Netherlands
subsidiary.

S. Kumars Nationwide
Ltd

SKNL Italy S.p.A. 26 Textile manufacturing
and retail

2009 SKNL Italy S.p.A is a WoS of S.
Kumars. The company earlier
acquired Italian fabric
manufacturer Klopman and high
end fabrics company Leggiuno.
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Source: RBI, PwC analysis



Larger Indian investments in Italy have primarily been in sectors such as
pharmaceuticals, textiles and manufacturing (2/3)

Indian company Italian entity Amount invested
(mn USD)

Sector Year Details

Mahindra & Mahindra Mahindra Europe Srl N.A. Automotive 2008 Mahindra has made several

Appendix 3 – India as a source of investment

Representative list of investments made by Indian companies in Italy

Mahindra & Mahindra Mahindra Europe Srl N.A. Automotive 2008 Mahindra has made several
investments in Italy. In 2008,
Mahindra Graphic Research Design
was set up as a consultancy centre
in the automotive sector. Mahindra
also acquired a majority stake in the
Italian two-wheeler design
company Engines Engineering.
Mahindra bought the company
Metalcastello, a leading gear
manufacturer. Mahindra also set up
its official import centre for Europe
in Rome.

G.R. Grafica Ricerca
Design
(GRD)

N.A. Automotive 2008

Engines Engineering
Srl

N.A. Automotive 2008

Metalcastello SpA 1301 Automotive 2008

Virgo Valves & Controls Virgo Europe S.P.A 7 Manufacturing 2008 Virgo Valves has invested in a
manufacturing unit in Italy.

Kemrock Industries and
Exports Ltd

Top Glass S.p.A 18 Manufacturing of
composites

2010 Kemrock acquired 80% of Italian
company Top Glass, a high-end

September 2012

Exports Ltd composites company Top Glass, a high-end
producer of Pultruded Composites.

Endurance
Technologies

Fondalmec Officine
Meccaniche S.p.A

8 Auto components 2009 Endurance Technologies fully
acquired the Italian component
manufacturer Fondalmex.

Ranbaxy Ranbaxy Italia SPA N.A. Pharmaceuticals 2005 Ranbaxy started their Italian
operations in 2006, through the
acquisition Allen SpA. Since then,
they have grown to be one of the
main producers of generics in Italy.

Allen SPA N.A. Pharmaceuticals 2006
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Source: RBI, PwC analysis1. Applying a USD to EUR conversion rate of 0.7695 based on trailing
365-day average from wwww.oanda.com



Larger Indian investments in Italy have primarily been in sectors such as
pharmaceuticals, textiles and manufacturing (3/3)

Indian company Italian entity Amount invested
(mn USD)

Sector Year Details

Appendix 3 – India as a source of investment

Representative list of investments made by Indian companies in Italy

(mn USD)

Tata Group Corus Italia Srl N.A. Steel 2008 The Tata Group had made several
investments in Italy. Tata Motors
Ltd acquired an 80% stake in
Trilix Srl., Turin (Italy), a design
and engineering company. Tata
Limited, subsidiary of Tata Sons,
in 2008 bought around 1/3rd of
the stake in Piaggio Aero
Industries S.p.A. Tata Consultancy
Services also has a registered
office in Milan.

Trilix Srl N.A. Automotive N.A.

Piaggio Aero
Industries

N.A. Automotive 2008

Abellon CleanEnergy
Limited

Abellon Energy Italia
Srl

N.A. Biofuel N.A. Abellon has a subsidiary in Italy
called Abellon Energy Italia SrL.
They are setting up a power plant
to generate thermal heat and
electrical energy and are also

September 2012

electrical energy and are also
working with various universities
in research.
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Source: RBI, PwC Analysis
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Methodology

Information sources

The data on investment contained in the dossier (number of companies, geographical location, sector and mode of operation) provide an

Appendix 4 – Methodology

The data on investment contained in the dossier (number of companies, geographical location, sector and mode of operation) provide an
evolving picture, which will be subject to constant monitoring and updates.

It should be noted that Italian companies do not have an obligation to register their presence with the embassy and consulates of Italy.
Therefore, relevant information is mostly collected from open sources (press, internet) or on the basis of voluntary cooperation of individual
companies. In order to stimulate this exchange, a questionnaire was prepared by the Embassy of Italy and disseminated to a sample of
Italian companies operating in India. Periodic meetings with representatives of Italian companies in India are also hosted by the Embassy.

The databank of the Department of Commerce of the Indian Ministry of Commerce and Industry and the ISTAT/EUROSTAT database have
been used for data on trade flows. Some discrepancies between the Indian and European sources can be seen, also due to the fact that Indian
data are gathered based on the fiscal year (from 1 April to 31 March), whereas ISTAT/EUROSTAT data follow the calendar year.

Differences between Indian and European sources are higher with regard to direct investment flows. Data on EU investment in India,
including Italian FDI to India, as provided by the Department of Industrial Policy and Promotion (DIPP) of the Indian Ministry of
Commerce and Industry are lower compared to the data computed by EUROSTAT.

For the sake of comprehensiveness, we have presented the data from both Indian and European sources and have mentioned the relevant
data sources at the bottom of each page.

September 2012

Select case studies of MNCs in India have been included in this document. Information for these case studies have been based on publicly
available information, company press releases and company websites.

All currency conversions are at a rate of 1 EUR = 1.3 USD
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Glossary of terms and abbreviations...1/2

Term Definition

Bn/bn Billion

Appendix 5 – Glossary

c. Circa

CAGR Compounded annual growth rate

DIPP Department of Industry Policy and Promotion

EU The European Union

FDI Foreign direct investment

FY Fiscal year (from 1 April to 31 March)

GDP Gross domestic product

September 2012

GSDP Gross state domestic product

HDI Human Development Index

ICE Italian Trade Promotion Agency

IICCI The Indo Italian Chamber of Commerce and Industry
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Glossary of terms and abbreviations...2/2

Term Definition

IT Information technology

Appendix 5 – Glossary

ITeS Information technology enabled services

ITI Industrial training institutes

JV Joint venture

KWH Kilo watt hour

LCV Light commercial vehicle

Mn/mn Million

MNC Multinational corporation

NCR National Capital Region of India

NDP Net domestic product

September 2012

OEM Original equipment manufacturer

PPP Purchasing power parity

RBI Reserve Bank of India

SIAM Society of Indian Automobile Manufacturers

SME Small and medium enterprises

USD US dollars
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Embassy of Italy
Gianluca Brusco, Head, Economic and Commercial Section, Embassy of Italy in India
Elisabetta Holsztejn Tarczewski , First Secretary, Embassy of Italy in India

Contact

Elisabetta Holsztejn Tarczewski , First Secretary, Embassy of Italy in India
Email: commerciale.ambnewdelhi@esteri.it

PwC
N V Sivakumar, Executive Direcor and Leader, Financial Advisory Services
Email: n.v.sivakumar@in.pwc.com

P Rashmi Upadhya, Associate Director, Strategy
Email: p.rashmi.upadhya@in.pwc.com

SACE: mumbai@sace.it (Office in Mumbai)
SIMEST: info@simest.it
ICE: newdelhi@ice.it (Office in New Delhi); mumbai@ice.it (Office in Mumbai)
IICCI: iicci@indiaitaly.com



This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You
should not act upon the information contained in this publication without obtaining specific professional advice. No representation
or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to
the extent permitted by law, PricewaterhouseCoopers Private Limited, its members, employees and agents do not accept or assume
any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.

© 2012 PricewaterhouseCoopers. All rights reserved. “PricewaterhouseCoopers,” a
registered trademark, refers to PricewaterhouseCoopers Private Limited (a limited company
in India) or, as the context requires, other member firms of PricewaterhouseCoopers
International Limited, each of which is a separate and independent legal entity.


