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This  report  has been prepared by  SAS Partners in  col laborat ion with  Sugosha Advisory  in  the

context  of  the India-Czech Republ ic  Seminar  on,  " Investment & Trade Opportunit ies in  Defence

& Aerospace Sector  in  India"  organized on 23 rd  February  2022 .  A l l  r ights reserved and this

report  is  for  information purposes only .  Whi le  due care has been taken dur ing the compi lat ion

of  th is  report  to  ensure that  the information is  accurate to  the best  of  our  knowledge and

bel ief ,  the content  is  not  to  be construed in  any manner  whatsoever  as a  substitute for

professional  advice ( information in  the report  val idated as on Feb 2022 ) .  We neither

recommend nor  endorse any specif ic  company or  service that  may have been mentioned in  th is

report  and nor  do they assume any l iabi l i ty  or  responsibi l i ty  for  the outcome of  decis ions

taken as a  result  of  any re l iance p laced on th is  report .  

disclaimer



This  Knowledge Paper  a ims to  provide an overview of  the Indian Mi l i tary  and Civ i l  Aerospace

Manufactur ing industry  which encompasses the Governing Departments,  Pol ic ies and

Regulat ions,  Publ ic  and Pr ivate Sector  Organizat ions.  The general  theme of  th is  paper  is

“Make- in- India” ,  for  Procurement in  the  Aerospace Industry .  The paper  correlates pol ic ies to

the current  trends in  the Indian Defence and Civ i l  Aerospace industry ,  and the tra jectory  of

the future trends & potentia l ,  as  India  str ives to  establ ish its  own self-re l iant  Defence

industr ia l  base.  The scope of  th is  paper  a lso covers the current  ecosystem with  regards to

the Defence Publ ic  Sector  Unit ,  and the level  p lay ing f ie ld  created for  the Pr ivate Sector

companies.  The paper  a lso covers the Indo-Czech trade re lat ionship  in  var ious sectors.
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introduction
India  is  a l ready a  large commercia l  and Defence a i rcraft  market.  With  r is ing passenger  traff ic

and increasing mi l i tary  and Defence expenditures,  the demand for  a i rcrafts  is  expected to

increase further .  The Indian Aerospace industry  is  one of  the fastest  growing sectors.  India  is

expected to  become the 3 rd  largest  Aerospace industry  by  2021 .The current  government has

brought  in  s ignif icant  pol icy  reforms over  the last  three years.  The new Defence Aquis it ion

Procedure (DAP 2020 )  and National  C iv i l  Aviat ion Pol icy  (NCAP 2016 )  h ighl ight  the intent  of

the government to  a lter  the status quo and that ’s  a  posit ive s ign.  Even as India  was making

these transit ions in  i ts  Defence procurement,  the Geo-pol it ics,  and a long with  it  the Geo-

strategic  and Geo-economics in  the region and beyond,  have a lso transformed and real igned

signif icant ly .  The reverberat ions of  these a l ignments have been felt  in  the Indian Defence

procurement,  with  some of  the best-of-the-breed Aerospace equipment exporters  in  the

world ,  vy ing to  partner  with  India ,  as  opposed to  maintain ing the “buyer”-“sel ler”  re lat ionship.

Such inducements by  g lobal  Defence OEMs seeking partnerships with  Indian companies,

augurs wel l  with  India ’s  “Make- in- India”  p lans,  and opens the f lood gates to  the aspir ing Indian

Defence companies,  with  cornucopia  of  opportunit ies.

Add to  th is  mix ,  the re laxat ion of  the Foreign Direct  Investment (FDI)  pol icy ,  20% reservat ion

for  MSME companies,  and we have a l l  the r ight  ingredients to  create the top-of- l ine

ecosystem.  Further ,  the successes of  ISRO and the Department of  Atomic Energy (DAE)  in

integrat ing the pr ivate companies and the recognit ion of  India ’s  contr ibut ion in  the Joint

Development (JV)  of  BRAHMOS Missi les and Sukhoi  30  F ighter  Aircrafts  have under l ined

India ’s  capabi l i t ies  to  del iver  cutt ing-edge technology and state-of-art  Aerospace equipment.

The spir it  of  Indian Aerospace sector  is  dr iven by  the Make in  India  movement and thus the

focus on indigenizat ion and manufactur ing of  Defence equipment in  India .  Therefore,  making it

essentia l  for  Indian industry  to  col laborate with  foreign companies for  long term partnerships

to ensure a  v ibrant  manufactur ing industry  in  India .
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indiaN aerospace &
defence budget and
market attractiveness

AEROSPACE & DEFENCE BUDGET

2017 -18 86 ,488 259 ,262

The Indian Aerospace and Defence market  presents an attract ive and s ignif icant  opportunity

for  Indian and foreign companies across the supply  chain .  India  has the 3 rd  largest  armed

forces in  the wor ld ,  and its  Defence budget is  about  1 .62% of  its  GDP.  India  is  one of  the

largest  importers  of  conventional  Defence equipment and spends about  40% of  its  total

Defence budget on capita l  acquis it ions.  About  60% of  its  Defence requirements are  met

through imports.

A report  from the Stockholm Internat ional  Peace Research Inst itute (SIPRI)  which tracks

global  arms purchases has found that  between 2015  and 2019 ,  India  accounted for  10% of

global  arms imports,  fo l lowed by Saudi  Arabia ,  the United Arab Emirates and China.

Here is  a  g l impse of  the Defence budget for  the last  3  f inancia l  years  categor ized by  the two

main heads of  Revenue Expenditure and Capita l  Expenditure.

T O T A L

( R S .  I N  C R O R E )

172 ,774

2018 -19  ( R E ) 93 ,982 282 ,100188 ,118

2019 -20  ( R E ) 110 ,394 316 ,296205 ,902

2020 -21  ( R E ) 134 ,510 343 ,829209 ,319

India ’s  Defence spending has grown tremendously  to  62  Bn  USD in  2020  as  against  15  Bn  USD

in  2007  at  a  compounded annual  growth rate (CAGR)  of  approximately  7%. The Defence

expenditure of  the government accounts for  about  11% of  its  total  expenditure.
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2021 -22  ( B E ) 135 ,061 362 ,346212 ,028
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The Indian economy continues to  be at  a  br ight  spot  in  the g lobal  economic environment,  with

the in it ia l  est imates of  the Gross Domestic  Product  (GDP)  showing a  growth of  over  7% per

annum for  3  consecutive years between 2014  and 2016 .  The growth momentum has taken a

beating th is  year  g lobal ly  due to  the Covid-19  pandemic.

The Defence budget a l locat ion has been consistent  at  around 1 .6  –  2% of  the GDP.  Experts

feel  that  the ideal  a l locat ion of  Defence Budget should  be 2 .5% of  the GDP.

chapter 1



Among the Defence services,  the Indian Army with  a  capita l  budget  of  Rs.  179333  crore

accounts for  the b iggest  share in  Defence budget,  fo l lowed by the Air  Force,  Navy,  Defence

Research and Development Organizat ion (DRDO) and Ordnance Factor ies (OFs)  (F igure below) .

The l ion’s  share for  the Army is  pr imar i ly  because of  i ts  overwhelmingly  numerical  super ior ity

over  the s ister  services.  Accounting for  over  85% of  the uniformed personnel ,  bulk  of  the

Army’s  budget goes into meeting the pay and a l lowances of  the personnel .  In  2017 -18 ,  only

17% of  Army’s  total  a l locat ion has been earmarked for  capita l  expenditure.  The comparat ive

f igures for  the Air  Force and Navy are  58% and 51% respectively .

The capita l  budget  is  pr imar i ly  spent  for  the modernizat ion of  Defence Forces.

2018 -19  ( R E )  2019 -20  ( R E )  

A r m y 1002 25778

2020 -21  ( R E )  

856

N a v y 44844 3571535754

A i r  F o r c e 110550 5276893986

T o t a l 156396 11426174224

Modernisation Budget of the Armed Forces (Rs in Crore)

17 .88%

%  I N C R E A S E  I N

2021 -22  ( B E )  O V E R

2020 -21  ( R E )  

-13 .11%

-4 .69%

-2.23%
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A R M E D  F O R C E

30387

2021 -22  ( B E )  

31031

50295

111713
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While  the Armed Forces budget draws out  a  reasonably  h igh 12% of  the union budget,  most  of

the a l locat ion apparently  seems to service the pay and a l lowances and other  requirements.  A

large standing armed force draws out  a  good part  of  th is  budget.  What is  left  over  for  new

schemes is  a  meagre Rs.  70000  Cr  which is  termed as the budget for  modernizat ion or  budget

for  cap expenditure.  So,  at  the end of  the day the DPP services this  miniscule  port ion.  What is

however  more intr iguing is  that  about  90% of  the modernizat ion budget is  consumed to

service the commitments and procurements made in  the yester  years.  This  is  what  is  cal led

committed labi l i t ies.  The committed l iabi l i t ies  for  a  70 ,000  crores out lay  are  as h igh as Rs.

62 -63 ,000  Cr .  What  remains (to  the tune of  Rs.  6 -8000  Cr)  is  a l l  that  is  avai lable  to  conclude

contracts in  the present  year .  In  accordance with  the provis ions of  the GFR and the DPP,  an

advance of  10 -15% is  admissib le  whi le  concluding a  new contract .  And therefore,  as  an

optimist ic  est imate,  we have Rs.  8000  Cr  which would  translate to  Rs.  55000  Cr  worth of  new

deals  value.

The MoD has a  record of  not  being in  a  posit ion to  spend the complete a l locat ion and Rs.  10 -

12000  Cr ,  which is  cal led back by  the Ministry  of  F inance or  returned by the MoD.
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MARKET ATTRACTIVENESS

The Ministry  of  Defence has s igned more than 180  contracts with  the Indian Aerospace and

Defence Industry ,  as  on December  2019 .  These contracts were valued over  USD 25 .8  Bn

approximately .  Favorable  government pol icy  is  the one which promotes self-re l iance,

indigenizat ion,  and technology upgradation.  The pol ic ies a lso a im at  achieving economies of

scale,  including the development of  capabi l i t ies,  and for  exports in  the Defence sector .  India ’s

extensive modernizat ion p lans are  with  an increased focus on homeland secur ity  and growing

attract iveness as a  Defence sourcing hub.

Aerospace and Defence production in  India  is  gradual ly  heading towards pr ivate sector

part ic ipat ion.  Between 2015 -16  and 2018 -19  (Apr i l -October) ,  out  of  a  total  188  contracts,

121  contracts have been s igned with  Indian vendors including DPSUs/PSUs/OFB and pr ivate

vendors for  capita l  procurement of  Defence equipment.  The equipment to  be procured

includes Hel icopters,  Naval  vessels ,  radars,  bal l ist ic  helmets,  art i l lery  guns,  s imulators,

missi les,  bul letproof  jackets,  e lectronic  fuses and ammunit ion.

The s ize of  the opportunity  is  huge.  The government is  looking at  achieving a  turnover  of  Rs

1 .7  t r i l l ion  in  mi l i tary  goods and services by  2025  and the SP model  is  envisaged to  capita l ize

this  opportunity  and contr ibute to  the Make in  India  in it iat ive.  The target  a lso is  to  achieve an  

export  of  Rs 350  b i l l ion  (USD 5  b i l l ion  approximately)  in  Defence goods and services by  2025 .

As per  the acquis it ion p lans of  the three armed forces in  the next  10  years,  the industry  is

expected to  acquire  capita l  assets worth Rs 15  t r i l l ion.

MILITARY AEROSPACE OPPORTUNITIES

The Indian Air  Force ( IAF) ,  in  i ts  ‘ Indigenizat ion Roadmap Indian Air  Force (2016 -2025 ) ’ ,

h ighl ighted acquis it ion projects worth USD 33  bn  ( INR2 .5  lakh crore)  over  the next  15  years.

chapter 1



India ’s  space program stands out  as one of  the most cost-effect ive in  the wor ld .  India  has

earned wor ldwide recognit ion for  launching lunar  probes,  bui ld ing satel l i tes,  ferry ing foreign

satel l i tes up and has even succeeded in  reaching Mars.  T i l l  December  2019 ,  a  total  of  319

foreign satel l i tes from 33  countr ies have been successful ly  launched onboard Polar  Satel l i te

Launch Vehic les (PSLVs)  by  ISRO.

With ISRO undertaking the development of  cutt ing-edge technologies and interplanetary

exploratory  missions,  there is  a  tremendous scope in  contr ibut ions to  the real izat ion of

operat ional  missions and new areas such as satel l i te  navigat ion.  The Union Cabinet  of  India

has approved reforms in  the Space sector  which wi l l  boost  pr ivate sector  part ic ipat ion in  the

entire  range of  space act iv it ies.  The Indian National  Space Promotion and Author izat ion

Centre ( IN-SPACe)  wi l l  provide a  level  p lay ing f ie ld  for  pr ivate companies to  use the Indian

space infrastructure and a lso hand-hold,  promote and guide the pr ivate industr ies in  Space

activ it ies through encouraging pol ic ies and a  fr iendly  regulatory  environment.  Such a  thrust

from the Government of  India  is  intended to  create investment opportunit ies for  pr ivate

companies in  the Space sector  in  India .

SPACE OPPORTUNITIES
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Q U A N T I T Y

L C A  T e j a s  f i g h t e r  a i r c r a f t 83 6700

P R O G R A M M E

V A L U E  ( U S D

M I L L I O N )

M e d i u m  w e i g h t  m u l t i  r o l e

f i g h t e r  a i r c r a f t
114 15000

111 3000

56 1600

Contract awarded

to HAL

C U R R E N T  S T A T U S

100 247

122  sets/yr 26

Chaffs-1 ,00 ,000 :

Flares-1 ,50 ,000
19

15

~100

S . N O .

1

2

3

4

5

6

7

8

9

10

N a v a l  u t i l i t y  h e l i c o p t e r

M e d i u m - l i f t  t r a n s p o r t  

a i r c r a f t

I n f r a r e d  I m a g i n g  S e a r c h  &

T r a c k  S y s t e m  ( I R S T )

F o l d a b l e  F i b e r g l a s s  M a t  

( F F M )  f o r  r u n w a y  r e p a i r

C h a f f  a n d  f l a r e s

L i g h t  C o m b a t  H e l i c o p t e r

( L C H )

M e d i u m  A l t i t u d e  L o n g

E n d u r a n c e  ( M A L E )  U A V

A d v a n c e d  M e d i u m  C o m b a t

A i r c r a f t  ( A M C A )

RFI issued in 2018

Under strategic

partnership

MoD clearance awaited

Design stage

EoI response received

Design stage

Contract l ikely in 2021

Design stage

Major programmes under various stages of procurement stage are mentioned:

P R O G R A M M E
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The Department of  Defence Production (DDP)  was set  up in  November  1962  with  the object ive

of  developing a  comprehensive production infrastructure to  produce the

weapons/systems/platforms/equipment required for  Defence.  Over  the years,  the Department

has establ ished wide ranging production faci l i t ies  for  var ious Defence equipment through

Ordnance Factor ies and Defence Publ ic  Sector  Undertakings (DPSUs) .  The products

manufactured include arms and ammunit ion,  tanks,  armored vehic les,  heavy vehic les,  f ighter

aircraft  and hel icopters,  warships,  submarines,  missi les,  e lectronic  equipment,  earth  moving

equipment,  specia l  a l loys and specia l  purpose steels .  With  the object ive of  achieving self-

re l iance in  Defence production,  the Ordnance Factor ies and DPSUs have been continuously

moderniz ing and upgrading their  capabi l i t ies  and widening their  product  range.  Many major

products have been developed through in-house research and development in it iat ives in

addit ion to  a  number  of  products and equipment being produced through transfer  of

technology.

With the object ive of  achieving self-re l iance in  Defence production,  the Ordnance Factor ies

and DPSUs have been continuously  moderniz ing and upgrading their  capabi l i t ies  and widening

their  product  range.  Many major  products have been developed through in-house research and

development in it iat ives in  addit ion to  a  number  of  products and equipment being produced

through transfer  of  technology.

indian aerospace &
defence ecosystem
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The OFs form a  g iant  industr ia l  setup which functions under  the Department of  Defence

Production (DDP) .  Headquartered at  Kolkata,  the Indian Ordnance Factor ies is  a  conglomerate

of  41  Factor ies,  9  Tra in ing Inst itutes,  3  Regional  Marketing Centres and 4  Regional

Control lers  of  Safety.  The 41  OFs operate to  manufacture a  wide l ist  of  products including

civ i l ian  arms & ammunit ion,  weapons,  explosives,  propel lants & chemicals ,  mi l i tary  vehic les,

armored vehic les,  opt ical  devices,  parachutes,  support  equipment,  troop comfort  & general

stores,  mater ia l ,  components & SPMs.  The Indian Armed Forces are  the pr ime buyers of  the

OFs.  Apart  from supply ing armaments to  the Armed Forces,  OFs a lso meet the requirement of

Central  Parami l itary  Forces and State Pol ice Forces in  respect  of  arms,  ammunit ion,  c lothing,

bul letproof  vehic les and mine protected vehic les etc.

ORDNANCE FACTORIES

The OFs are  managed by the DDP as the h ighest  decis ion-making body.  The object ives set  by

the DDP are carr ied out  by  the Ordnance Factory  Board (OFB)  which lays out  pol ic ies to  be

fol lowed by the var ious OFs.  The OFB a lso lays out  the budget a l located to  the OFs.

Production achievement:  The turnover  dur ing the f inancia l  year  2015 -16  was Rs 14158  crore.

The turnover  for  2016 -17  up  to  December  2016  was Rs 9154  crore including taxes and dut ies.

Due to  lack of  suff ic ient  R&D,  ski l led manpower  and eff ic ient  management,  the OFs have been

unable  to  cater  to  the ever-growing demands of  the Armed Forces.  Further ,  the OFs are  now

faced with  addit ional  burdens with  the entry  of  pr ivate sector  in  the realm of  Defence

production.  The measures taken to  provide level-p laying f ie ld  to  pr ivate sector  by  withdrawing

excise and custom duty exemption granted to  the publ ic  sector  is  expected to  add INR 1000

crore to  the OF b i l ls .

DEFENCE PUBLIC SECTOR UNDERTAKINGS (DPSUS)

10

Government-owned corporat ions are  termed as Publ ic  Sector  Undertakings (PSUs)  in  India .  In

a  PSU,  major ity  (51% or  more)  of  the paid  up share capita l  is  held  by  the central  government

or  by  any state government or  part ly  by  the central  government and part ly  by  one or  more

state governments.  In  the Defence sector ,  9  Central  Publ ic  Sector  Undertakings run under  the

administrat ive control  of  the Department of  Defence Production,  MoD.

These DPSUs are not  departmental ly  run l ike  the OFs.  They are  corporate ent it ies run by  the

Board of  Directors and fol low broad guidel ines set  by  the DDP,  Department of  Publ ic

Enterpr ises,  Ministry  of  Heavy Industr ies and Publ ic  Enterpr ises.  The 9  DPSUs are as fol lows,

Hindustan Aeronautics L imited (HAL)

Bharat  E lectronics L imited (BEL)

BEML

Bharat  Dynamics L imited (BDL)

Mishra  Dattu Nigam Limited (MIDHANI)

1 .

2 .

3 .

4 .

5 .

6 .  Goa Shipyard L imited (GSL)

7 .  Garden Reach Shipyard and Engineers

Limited (GRSE)

8 .  Mazagon Dock L imited (MDL)

9 .  H industan Shipyard L imited (HSL)
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HAL is  the f lagship  DPSU that  accounts for  over  50% of  their  col lect ive production.  BEL and

HAL have been accorded the status of  ‘Navratna’  companies,  i .e .  state-owned ent it ies l isted

on stock exchanges,  having an average turnover  of  INR 25 ,000  Crores and average net  prof it

of  INR 5000  Crores.  HAL is  ranked 34  amongst  the top 100  g lobal  Aerospace industr ies.  As on

date,  HAL has produced or  overhauled 1 ,416  a i rcraft  (of  17  types)  of  indigenous design,  2 ,097

aircraft  (of  14  type)  under  l icense and a  total  of  5 ,015  aero engines.  BEL is  current ly  in  the

process of  sett ing up a  Missi le  Systems Integrat ion Complex in  Andhra Pradesh and has been

joint ly  selected with  Rolta  India  (a  pr ivate company)  to  design the Batt lef ie ld  Management

System (BMS) for  the Indian Army.  This  is  worth an est imated INR 50 ,000  Crores.

BEML produces coaches and assembly  of  space parts  with  a  dedicated product  segment for

Defence Equipment,  such as trucks,  engines and earth  movers.  BDL,  created out  of  the DRDO,

is  a  producer  of  many of  India ’s  indigenously  developed missi le  systems.  The Inter-

Continental  Bal l ist ic  Missi le  Systems such as the Pr ithvi  and the Agni  have been produced by

BDL for  the Indian Army.

The DPSUs have a lways enjoyed the status of  preferred suppl ier  of  India ’s  Defence equipment

and products.  One of  the routes has been through nominat ion -  a  method of  a l locat ing

Defence contracts without  a  tender  process.  This  has successful ly  insulated the DPSUs from

competit ion from the pr ivate sector .  However ,  the MoD has now reduced this  pract ice

signif icant ly  through the route of  open tenders,  a l lowing level  p lay ing f ie ld  of  competit ion.

1 1
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Defence Research and Development Organizat ion (DRDO) is  the country ’s  leading organizat ion

involved in  the design and development of  indigenous Defence systems.  The organizat ion has

set  its  s ights on making India  self-suff ic ient  in  Defence equipment ranging from missi les,

radars,  sonars,  e lectronic  warfare,  engineer ing systems,  survei l lance and recce systems,

among others.  DRDO is  a lso looking at  provid ing state-of-the-art  communicat ion systems,

electro-optics,  n ight  v is ion devices,  information secur ity  products,  naval  & a i rborne weapons

etc.  Each of  these has been developed using indigenous manufactur ing and test ing faci l i t ies

to maximum extent.

DRDO labs are  grouped into 7  technology c lusters namely ,  Aeronautical  Systems (AERO),

Armament and Combat Engineer ing Systems (ACE) ,  E lectronics and Communicat ion Systems

(ECS) ,  L ife  Sciences (LS) ,  Micro E lectronic  Devices and Computat ional  Systems (MED & CoS) ,

Missi les and Strategic  Systems (MSS)  and Naval  Systems and Mater ia ls  (NS&M).

Dur ing the f inancia l  year  2016 -  17 ,  DRDO has been a l located Rs 13 ,593 .78  crore (BE)  which is

about  5 .5% of  the total  Defence Budget.  A  total  of  Rs 6 ,865 .73  crore has been a l located

under  Capita l  head and Rs 6 ,728 .05  crore under  Revenue head.

DRDO current ly  has 291  ongoing projects (excluding strategic  projects)  amounting to

approximately  Rs 49 ,030  crore ( including User  share) .  Out  of  291  ongoing projects,  42  large

projects (cost  ≥  Rs 100  crore)  have a  cost  of  Rs 42 ,643  crore (DRDO’s share~ 70% of  the

total  share) .  Major  projects undertaken by  DRDO are as fol lows,

DEFENCE RESEARCH AND DEVELOPMENT ORGANIZATION (DRDO)
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Light  Combat Aircraft  (LCA)  ‘Tejas’

LCA Navy

Airborne Ear ly  Warning and Control  (AEW&C) System

Airborne Warning and Control  System ( India)

Medium Alt itude Long Endurance UAV ‘Rustom-I I ’

Heavy Drop System (HDS)

Control led Aer ia l  Del ivery  System

Medium Size Aerostat  Survei l lance System ‘Nakshatra’

Long Range Surface-to-Surface Bal l ist ic  Missi le  ‘Agni-5 ’

Surface-to-Air  Missi le  ‘Akash’

Long Range Surface-to-Air  Missi le  (LRSAM)

Medium Range Surface-to-Air  Missi le  (MRSAM)

Supersonic  Cruise Missi le  ‘BrahMos’

Beyond Visual  Range Air-to-Air  Missi le  ‘Astra ’

chapter 2

UTTAR PRADESH DEFENCE INDUSTRIAL CORRIDOR

Uttar  Pradesh Defence Industr ia l  Corr idor  (UP DIC)  is  an  aspirat ional  project  that  intends to

reduce foreign dependency of  Indian Aerospace & Defence Sector .  The Uttar  Pradesh

Expressways Industr ia l  Development Author ity  (UPEIDA)  was made the nodal  agency to

execute this  project  in  conjunction with  var ious other  state agencies.  

P lanned across 6  nodes namely  –  Lucknow,  Kanpur ,  Jhansi ,  Agra  Al igarh,  Chitrakoot,  which

spreads across Central ,  East ,  West region of  Uttar  Pradesh and a long the Golden Quadr i lateral

connecting Delh i  –  Kolkata supported by  networks of  expressways.  This  Corr idor  a ims to  br ing

up the state as one of  the largest  & advanced Defence manufactur ing hubs and put  it  on the

world  map.  Ordnance Factor ies,  Hindustan Aeronautics Ltd.  (HAL) ,  Bharat  E lectronics L imited

(BEL) ,  Bharat  Dynamics L imited (BDL)  and BrahMos Aerospace are  the major  g iants which have

planned investments in  the state to  further  strengthen Defence manufactur ing.

KEY HIGHLIGHTS

MoU signed with  Indian Navy and Indian Air  Force to  faci l i tate integrat ion of  MSMEs and

Start-Ups d i rect ly  with  the end user

Creat ion of  Defence Testing Infrastructure at  the Nodes in it iated by  MoD and Common

Faci l i ty  Centre by  state

Next  Generat ion (Brahmos-NG)  Missi le  Project  p lanned by BrahMos Aerospace in  Lucknow

Node

Creation of  Defence Testing Infrastructure at  the Nodes in it iated by  MoD and Common

Faci l i ty  Centre by  state.

https://upeida.up.gov.in/#
https://upeida.up.gov.in/#
https://upeida.up.gov.in/#
https://upeida.up.gov.in/#
https://upeida.up.gov.in/#


Global ly ,  the travel  industry  was h it  badly  by  the pandemic and India ’s  a i r l ines too suffered

due to  the restr ict ions imposed on domestic  and internat ional  travel .  Nevertheless,  India ’s

civ i l  av iat ion industry  presents tremendous opportunit ies and this  is  l ikely  to  help  the a i r l ines

recover  much faster  than many other  countr ies.  The c iv i l  av iat ion industry  in  India  has

emerged as one of  the fastest  growing industr ies in  the country  dur ing the last  three years

and is  l ikely  to  bounce back once the travel  restr ict ions are  removed and people  start

travel l ing  for  business and le isure.  There is  a  huge pent-up demand which is  l ikely  to  surface

the moment countr ies open up their  boundar ies.  The other  advantage India  has,  being a  large

country ,  there is  an unmet demand for  domestic  travel  which is  constantly  growing.  India  has

become the third  largest  domestic  aviat ion market  in  the wor ld  and is  expected to  overtake

UK to become the third  largest  a i r  passenger  market  by  2024 .

India  has 91  internat ional  carr iers  compris ing of  5  Indian carr iers  and 86  foreign carr iers ,

which ensure that  India  is  wel l  connected with  most major  countr ies.  Revenue passenger

ki lometer  (RPK)  in  domestic  a i r l ine  demand growth of  18 .6% in  2018  was three t imes the

global  RPK growth of  6 .5%. Indian carr iers  are  projected to  increase their  f leet  s ize to  1 ,200

aircrafts  by  2024 .  Fre ight  traff ic  on Indian a i rports  is  expected to  cross 11 .4  MT by  2032 .

India  has 464  a i rports  and a i rstr ips,  of  which 125  a i rports  are  owned by Airport  Author ity  of

India  (AAI) .  These 125  AAI  a i rports  manage c lose to  78% of  domestic  passenger  traff ic  and

22% of  internat ional  passenger  traff ic .

INDIA’S CIVIL AVIATION
OPPORTUNITIES
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MARKET SIZE

India  is  the fastest-growing aviat ion market  in  the wor ld  and is  expected to  cater  to  520

mil l ion  passengers by  2037 .  India  has been projected to  be the second-fastest-growing

country  in  the wor ld  for  passenger  traff ic  by  the Airports  Counci l  Internat ional  (ACI)  in  i ts

traff ic  forecasts between 2017 -40 .  Demand for  a i rcraft  in  India  is  expected to  be 1 ,750  by

2037 .

To  cater  to  the rapid ly  growing demand,  a i r l ine  operators have been expanding their  capacity .

Capacity  avai lable  in  India ’s  domestic  f l ights,  as  measured by  Avai lable  Seat  K i lometers,

stood at  155 ,033 .4  mi l l ion  kms,  whi le  demand,  as  measured by  Revenue Passenger

Ki lometers,  stood at  136 ,631 .4  mi l l ion  kms in  FY19 .
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India ’s  passenger  traff ic  stood at  341 .05  mi l l ion  in  2019 -20 .  I t  grew at  a  compound annual

growth rate (CAGR)  of  11 .13% dur ing FY 2016–FY 2020 .  Domestic  passenger  traff ic  stood at

274 .50  mi l l ion  in  FY 2019 -20 ,  growing at  a  CAGR of  12 .91% over  FY 2016 .  Internat ional

passenger  traff ic  stood at  66 .54  mi l l ion,  growing at  a  CAGR of  5 .01% dur ing FY 2016–FY

2020 .  The expenditure of  Indian travelers  is  expected to  grow to Rs.  9 .5  lakh crore (US$ 136

bi l l ion)  by  2021 .

Fre ight  traff ic  grew at  a  CAGR of  5 .32% dur ing FY 2016–FY 2020  f rom 2 .70  mi l l ion  tonnes

(MT)  to  3 .33  MT.  Freight  Traff ic  is  expected to  grow at  a  CAGR of  7 .27% to reach 4 .14  mi l l ion

tonnes in  FY 2023 .

A i rcraft  movement grew at  a  CAGR of  9 .56% from 1 .60  mi l l ion  in  FY 2016  to  2 .59  mi l l ion  in  FY

2020 .  Dur ing FY 2016–FY 2020 ,  domestic  a i rcraft  movement increased at  a  CAGR of  9 .83%

and internat ional  a i rcraft  movement expanded at  a  CAGR of  3 .57%. India ’s  domestic  and

internat ional  a i rcraft  movements grew to reach 2 ,155  thousand and 433  thousand dur ing FY

2020 ,  respectively .

India  is  l ikely  to  order  more than 1 ,500  new aircrafts  by  2037 .  India  wi l l  become the largest

civ i l  av iat ion market  after  the USA and China.  This  in  turn  wi l l  result  in  the need for  MRO

organizat ions.  The Maintenance,  Repair  & Overhaul  (MRO)  industry  is  expected to  grow to $1 .2

bn by 2020  f rom $950  mi l l ion  current ly .  Large a i rcraft  manufactur ing companies l ike  Boeing

and Airbus are  p lanning to  set  up MRO faci l i t ies  in  India  with  local  partners.  The National  C iv i l

Aviat ion Pol icy-2016  has announced pol ic ies re lated to  the MRO industry .  Once the travel

industry  returns to  normal  and a i r l ines resume their  operat ions,  the need for  MRO services

wi l l  grow.  This  wi l l  lead to  good opportunit ies in  India  for  the MRO sector .
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INFRASTRUCTURE

As on September  2020 ,  there were 125  operat ional  a i rports  in  India .  As on November  2019 ,

680  a i rp lanes were in-service in  the f leet  of  scheduled Indian operators.  Due to  r ise in

demand in  a i r  t ravel ,  India  wi l l  need 2 ,380  new commercia l  a i rp lanes by  2038 .  India  is

expected to  have the largest  number  of  a i rcrafts  f ly ing by  its  scheduled a i r l ines latest  by

December  2019 .  India  p lans to  open 100  addit ional  a i rports  by  2024 .  As  on October  2019 ,  55

AAI  (Airports  Author ity  of  India)  a i rports  were declared as s ingle-use p last ic  free a i rport

terminals .  The Government of  India  launched regional  connectiv ity  scheme named UDAN (Ude

Desh ka Aam Nagr ik)  to  make f ly ing affordable  for  common man.

AAI  p lans to  invest  Rs 25 ,000  crore (US$ 3 .58  b i l l ion)  in  the next  f ive years to  augment

faci l i t ies  and infrastructure at  a i rports.  I t  has opened the a i rport  sector  to  pr ivate

part ic ipat ion as s ix  a i rports  across major  c it ies are  being developed under  the PPP (publ ic

pr ivate partnership)  model .  Investment to  the tune of  Rs 42 ,000–45 ,000  crore (US$ 6–6 .5

bi l l ion)  is  expected in  India ’s  a i rport  infrastructure between FY18–23 .  Under  Union Budget

2020–21 ,  the Government has introduced Kr ishi  Udan scheme on both domestic  and

internat ional  route to  help  farmers in  transport ing agr icultural  products and improving their

product  value.
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To cater  to  the r is ing a i r  t raff ic ,  the Government of  India  has been working towards increasing

the number  of  a i rports.  As on March 2019 ,  India  had 103  operat ional  a i rports.  India  has

envisaged increasing the number  of  operat ional  a i rports  to  190 -200  by  FY40 .

Further ,  the r is ing demand in  the sector  has pushed the number  of  a i rp lanes operat ing in  the

sector .  The number  of  a i rp lanes is  expected to  reach 1 ,100  p lanes by  2027 .
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KEY DEVELOPMENTS

In  October  2020 ,  Zur ich Airport  Internat ional  s igned the concession agreement for  the

development of  Jewar  Airport  on the outskirts  of  Delh i .  The agreement has granted Zur ich

Airport  Internat ional  the l icence to  design,  bui ld  and operate Noida Internat ional  A i rport

(NIAL)  for  the next  40  years.

In  October  2020 ,  the Airports  Author ity  of  India  (AAI)  announced plans to  upgrade runways

at  seven a i rports  across the country  by  March 2022 .

In  January  2020 ,  IndiGo became the f i rst  Indian carr ier  to  have an a i rcraft  f leet  s ize of  250

planes and became the f i rst  a i r l ine  to  operate 1 ,500  f l ights per  day.
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In  December  2019 ,  AAI  announced its  p lans to  set  up India 's  f i rst  three water  aerodromes

in  Andaman & Nicobar .

As on December  2019 ,  France-based Safran Group p lanned an investment of  US$ 150

mil l ion  in  a  new aircraft  engine maintenance,  repair  and overhaul  (MRO)  unit  in  India  to

cater  to  its  a i r l ine  customers.

In  November  2019 ,  the Competit ion Commission of  India  (CCI)  approved the acquis it ion of

shareholdings in  Mumbai  Internat ional  A i rport  L imited (MIAL)  by  Adani  Propert ies Pr ivate

Limited (APPL) .

AAI  p lans to  invest  Rs.  25 ,000  crore (US$ 3 .58  b i l l ion)  in  the next  f ive years to  augment

faci l i t ies  and infrastructure at  a i rports.

UK group to  invest  Rs.  950  crore (US$ 135 .9  mi l l ion)  in  Turbo Aviat ion's  new air l ine

TruStar .

Airbus has entered a  memorandum of  understanding (MoU)  with  GMR Group to  explore

col laborat ion opportunit ies across aviat ion services,  technologies and innovation.  The

MoU was s igned at  Aero India  2021  held  at  Yelahanka in  Bengaluru,  Karnataka.

GMR Airports  to  ra ise $300  mi l l ion  for  Hyderabad a i rport  expansion.

Airbus has del ivered the h ighest  numbers of  a i rcrafts  (57 )  to  Indian carr iers  dur ing

pandemic in  2020 .

The region surrounding the upcoming Noida Internat ional  A i rport  in  Uttar  Pradesh has

received investments worth INR 7 ,617  crore in  FY21 ,  inc luding some from Fortune 500

f i rms.

The Airports  Author ity  of  India  (AAI)  s igned a  Memorandum of  Understanding with  NTPC

Vidyut  Vyapar  Nigam,  an NTPC subsidiary  to  promote usage of  e lectr ic  vehic les and set  up

solar  power  p lants at  i ts  a i rports.

Up to  100% FDI  is  permitted in  Non-scheduled a i r  t ransport  services under  the

automatic  route.

Up to  100% FDI  is  permitted in  hel icopter  services and seaplanes under  the automatic

route.

Up to  100% FDI  is  permitted in  MRO for  maintenance and repair  organizat ions;  f ly ing

tra in ing inst itutes;  and technical  tra in ing inst itutes under  the automatic  route.

Up to  100% FDI  is  permitted in  Ground Handl ing Services subject  to  sectoral

regulat ions & secur ity  c learance under  the automatic  route.

Up to  49% in  Scheduled Air  Transport  Service/Domestic  Passenger  Air l ine  and Regional

Air  Transport  Service under  automatic  route.

Over  49% in  Scheduled Air  Transport  Service/Domestic  Passenger  Air l ine  and Regional

Air  Transport  Service under  government route.
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FDI POLICY
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To be sure,  the Indian c iv i l  av iat ion industry  has tremendous opportunit ies.  And these

opportunit ies are  manifold ,  provid ing manufactur ing organizat ions and service providers with

great  prospects.  From airports,  construct ion and infrastructure,  to  a i rport  inter iors  and

equipment,  f rom aircrafts  to  ground handl ing faci l i t ies,  f rom MRO services to  a i rcraft

equipment and components,  the opportunit ies are  endless.  This  is  the r ight  t ime to  start

planning to  enter  the market  as once the a i r l ine  industry  returns to  normalcy in  a  year ’s  t ime,

companies can be ready to  explore the market.
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CONCLUSION
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Legal and Regulatory
Framework for Defence
Procurement
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P O L I C Y M I N I S T R Y  O F  D E F E N C E

Legislations &

Procedures

DEFENCE AQUISITION

PROCEDURE, 2020

A L L  D E F E N C E  A N D  S E C U R I T Y

R E L A T E D  M A T T E R S

Governs industrial  l icensing for

manufacture of Defence Items

INDUSTRIES (DEVELOPMENT AND

REGULATION) ACT, 1951

Governs procedure for capital

acquisitions in the Defence sector

FOREIGN DIRECT INVESTMENT

POLICY & REGULATIONS UNDER FOREIGN

EXCHANGE MANAGEMENT ACT,1999

(FEMA)

Governs policy on foreign direct

investment and regulations on

foreign exchange

OTHER ACTS - INDIAN ARMY ACT,

1950 ;  INDIAN AIR FORCE ACT,

1950 ;  INDIAN NAVY ACT, 1957

Statutory provisions and

supplementary rules concerning

government, regulation,

administration, enrolment and

discipline of the Army, Air Force and

Navy.

Regulators &

Agencies

DEPARTMENT OF DEFENCE

PRODUCTION, MINISTRY OF DEFENCE

Formulation and implementation of

industrial  policy,  including the

relevant FDI policies from time to

time.

DEPARTMENT OF INDUSTRIAL POLICY

AND PROMOTION, MINISTRY OF

COMMERCE & INDUSTRY (DIPP) 

The primary agency dealing with the

production of Defence equipment in

India.

DEFENCE ACQUISITION COUNCIL,

MINISTRY OF DEFENCE

Responsible for the purchases to

be made for the Indian defence

forces.

DEFENCE OFFSETS MANAGEMENT

WING, MINISTRY OF DEFENCE

Reviews the post contract status of

all  the offset agreements entered

into by IOPs
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ministry of defence
The Government of  India  is  responsible  for  ensur ing the

Defence of  India  and every  part  thereof .  The Supreme Command

of  the Armed Forces vests in  the President.  The responsibi l i ty

for  nat ional  Defence rests with  the Cabinet .

This  is  d ischarged through the Ministry  of  Defence,  which

provides the pol icy  framework and wherewithal  to  the Armed

Forces to  d ischarge their  responsibi l i t ies  in  the context  of  the

Defence of  the country .  The Raksha Mantr i  (Defence Minister)

is  the head of  the Ministry  of  Defence.

The pr incipal  task of  the Defence Ministry  is  to  obtain  pol icy

direct ions of  the Government on a l l  Defence and secur ity

related matters and communicate them for  implementat ion to

the Services Headquarters,  Inter-Services Organizat ions,

Production Establ ishments and Research and Development

Organizat ions.  I t  is  a lso required to  ensure effect ive

implementat ion of  the Government's  pol icy  d i rect ions and the

execution of  approved programmes within  the a l located

resources.  Ministry  of  Defence comprises of  four  Departments,

Department of  Defence (DOD),  Department of  Defence

Production (DDP) ,  Department of  Defence Research &

Development (DDR&D) and Department of  Ex-Servicemen

Welfare and a lso F inance Div is ion.  The pr incipal  funct ions of  a l l

the Departments are  as fol lows:

Th e  D e p a r t m e n t  o f  D e f e n c e  de a l s  w i t h  t h e I n t eg r a t e d  D e fe n c e  S t a f f  ( ID S )  a n d

t h r e e  S e r v i c e s  a n d  v a r i o u s  I n t er - S e r v i c e  O r g a n iz a t io n s .  I t  is  a l s o  r e s p o n s i b le

f o r  t h e  D e f e n c e  B u d g e t ,  e s ta b l i s h m e n t  m a t t e r s ,  D e f e n c e  p o l i c y ,  matt e r s

r e l a t i n g  t o  P a r l i a m e n t ,  D e fe n c e  c o - o p e r a t i o n  w it h  fo r eig n c o u n t r ie s  a nd  co-

o r d i n a t i o n  o f  a l l  D e f e n c e  r e l a t e d a c t i v i t i es .

T h e  D e p a r t m e n t  o f  D e fe n c e  P r o d u c t io n   i s  h ead e d  b y  a  S ec r e t a r y  a n d  d e als

w i t h  m a t t e r s  p e r t a in i n g  t o  D e f e n c e  p r o d u c t i o n ,  i n d i g e n iz a t i o n  o f  im p o r t e d

s t o r e s ,  e q u ip m e n t  a n d  s p a r e s ,  p la n n i n g  a n d  c o n t ro l  o f  d e p a r t m e n t a l  p r o du c tio n

u n i t s  o f  t h e  O r d n a n c e  Fa c t o r y  B o a r d  an d  D e f e n c e  P u b l ic  S e c t o r  U n d er tak i ng s

( D P S U s ) .

T h e  D e p a r t m e n t  o f  D e f e n c e  R e se a rc h  i s  h e a de d b y  a  S e cr et a r y .  I t s  f u nc t i on  is

t o  a d v i s e  t h e  G o v e r n m e n t  o n  sc i e n t if i c  a s pe c ts  o f  m i l i t a r y  e q u i p m e n t  a nd

l o g i s t i c s  a n d  t h e  f o rm u l a t i o n  o f  re s e a rc h ,  d e s i g n  a n d  de v e l o p m e n t  p la ns f o r

e q u i p m e n t  r e q u ir e d  by  t h e  S e r vi c e s .
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The Defence Procurement Procedure (DPP)  (Renamed Defence Acquis it ion Procedure -  DAP in

2020 )  is  a  set  of  guidel ines approved by the Defence Acquis it ion Counci l  (DAC)  that  govern

capita l  procurements in  terms of  Defence equipment,  manufactur ing capabi l i t ies  and

technology.  I t  provides framework and cr iter ia  for  a l lotment of  Defence contracts.  The f i rst

DPP was formulated in  1992  but  came into effect  only  in  2002 .  S ince then,  i t  has been revised

in  2005 ,  2006 ,  2008 ,  2009 ,  2011 ,  2013 ,  2016  and 2020 .  

DAP 2020  focuses on s impl ify ing the Defence acquis it ion procedure and inst itut ional iz ing

monitor ing mechanism with  concurrent  act ions using d ig ita l  technologies & database for

select ion of  best  equipment in  a  transparent  and competit ive manner  g iv ing adequate

opportunit ies to  capable  vendors.  Make in  India  in it iat ive of  the Government of  India  focuses

on increasing part ic ipat ion of  Indian Vendors including MSMEs,  and therefore “Make”

procedure has been further  ref ined in  DAP 2020  to  make it  more object ive and t ime bound

with focus on Indian industry  especia l ly  MSMEs.  Cutt ing down permissib le  t imeframes for

var ious act iv it ies and inst itut ional iz ing robust  mechanisms to monitor  for  probity  at  var ious

stages of  the acquis it ion process are  the attr ibutes of  th is  DAP.

DEFENCE ACQUISITION PROCEDURE 2020

KEY FEATURES OF THE DAP 2020

DAP 2020 ,  a  product  of  extensive analysis ,  del iberat ions,  interact ions and focused

formulat ions,  a ims to  further  ‘Self  Rel iance’  of  the country  in  the Defence sector  and

implement ‘Ease of  Doing Business’  with  emphasis  on Simpl if icat ion,  Delegation,  Reduced

Timel ines and making the process as Industry  fr iendly  as possible .  The fol lowing chapters

have been introduced in  DAP 2020 ,
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Chapter  IV  -  Procedure for  Acquis it ion of  systems designed and developed by

DRDO/DPSU/OFB

Chapter  VII I  -  Acquis it ion of  Systems Products and ICT Systems

Chapter  IX  -  Leasing

Chapter  X  -  Other  Capita l  Procurement Procedure

Chapter  XI  -  Post  Contract  Management

Chapter  I I I  -  Addit ion of  Innovation category

EASE OF DOING BUSINESS

One of  the key focus areas of  the review was to  implement ‘Ease of  Doing Business’  with

emphasis  on s impl if icat ion,  delegation and making the process industry  fr iendly  with  certain

specif ic  provis ions incorporated:- 


a.  Procedural  Changes

Single  stage accord of  AoN in  a l l  cases upto Rs 500  crores has been inst ituted thereby

reducing t ime

FTP cases,  post  accord of  AoN,  wi l l  be  progressed as per  delegated powers thereby

reducing the procurement cycle  considerably

In  P lanning Process,  LTIPP has been re-designated as Integrated Capabi l i ty  Development

Plan ( ICDP)  cover ing p lanning per iod of  10  years  instead of  15  years.
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b.  Request for  Proposal  (RFP)  and Standard Contract Document (SCD)

Certain  measures to  provide c lar ity  and a l ignment of  requirements and a lso enabl ing

provis ions have been incorporated in  the RFP and SCD in  terms of  F low Chart  dr iven

guidel ines,  provis ion of  in-storage preservat ion and terminat ion of  contracts in  cases where

projects are  not  progressing as per  pre–defined mi lestones.
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SALIENT FEATURES OF DAP 2020

Reservation in  Categories for  Indian Vendors

The categor ies of  Buy ( Indian- IDDM),  Make I ,  Make I I ,  Production Agency in  Design &

Development,  OFB/DPSU and SP model  wi l l  be  exclusively  reserved for  Indian Vendors meeting

the cr iter ia  of  Ownership  and Control  by  resident  Indian Cit izens with  FDI  not  more than 49%.

This  reservat ion wi l l  provide exclusiv ity  in  part ic ipat ion to  domestic  Indian industry .

Enhancement of  Indigenous Content

a.  Overal l  Enhancement in  Indigenous Content  ( IC)

b.  IC Verif ication -  A simple  and pract ical  ver if icat ion process has been inst ituted and IC  wi l l

now be calculated on ‘Base Contract  Pr ice’  i .e .  Total  Contract  Pr ice less taxes & dut ies

c.  Indigenous Mil itary Material  -  Promoting use of  indigenous mi l i tary  mater ia l  with

provis ions for  examinat ion of  p latforms and other  equipment/  systems and reward for  vendors

for  using indigenous raw mater ia l

d .  Indigenous Software  -  Provis ion for  explor ing opt ions for  operat ing base appl icat ions l ike

Fire  Control   System,   Radars,   Encrypt ion,  Communicat ions etc on indigenous software in  Buy

( Indian-  IDDM) & Buy ( Indian)  cases has been included.

D P P  2016 D A P  2020

B u y  ( I n d i a n - I D D M )
Min 50%Min 40%

B u y  ( I n d i a n ) Indigenous design - Min

50%, otherwise - Min 60%Min 40%

B u y  &  M a k e  ( I n d i a n ) Min 50% of MakeMin 50% of Make

B u y  ( G l o b a l  –  

M a n u f a c t u r i n g   i n  I n d i a )
Min 50%

-

Modernisation Budget of the Armed Forces

B u y  ( G l o b a l )
Min 30% for Indian 

vendors
-

C A T E G O R Y
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RATIONALISATION OF TRIAL AND TESTING PROCEDURES

Testing equipment based on its  employabi l i ty  and for  other  condit ions,  appropr iate

cert if icat ions conf i rming functional  effect iveness may be obtained

Scope of  Tr ia ls  wi l l  be  restr icted to  physical  evaluat ion of  core operat ional  parameters,

other  parameters may be evaluated based on vendor  cert if icat ion,  cert if icat ion by

accredited laborator ies,  computer  s imulat ions of  parameters

Avoid  dupl icat ion of  tr ia ls  and waiver  wi l l  be  granted based on Cert if icates of

Conformance.  Ensure s imultaneity  of  var ious Tr ia ls  and wherever  feasib le ,  ent i re  Tr ia ls  be

conducted by a  Combine Tr ia l  Team in  order  to  save t ime

Requis ite  opportunity  wi l l  be  afforded to  part ic ipat ing vendors to  rect ify

shortcomings/faults  dur ing the Tr ia ls  with  permission to  carry  out  repairs

Request  For  Proposal  wi l l  appr ise vendors to  submit  draft  Acceptance Test  Procedure

(ATP) ,  to  be f inal ized by  QA agency dur ing Technical  Tr ia ls  i tself .  Sample s ize for

destruct ive tests including the aspect  of  cost  to  be borne by  sel ler  wi l l  be  stated upfront

in  the RFP for  vendor

No repetit ion of  inspections wi l l  be  done especia l ly  dur ing acceptance of  equipment.  Third

Party  Inspections wi l l  a lso be carr ied out .
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MAKE & INNOVATION

Make I  (Government Funded upto 70%).  Laying down a  cap of  Rs 250  crore/DA and

select ion of  DAs based on b idding cr iter ia

Make I I  ( Industry  Funded)  for  production of  indigenously  designed & developed

weapons/equipment/systems/platforms a long with  sub components/assembl ies

Make I I I  ( Indigenously  Manufactured)  category  for  manufacture of  equipment/platforms or

spares/assembl ies/sub-assembl ies for  enabl ing import  substitut ion

Procurement of  prototypes developed through ‘ Innovation’  under  var ious in it iat ives l ike

iDEX,  Technology Development Fund and Internal  Services Organizat ions has been

faci l i tated.

DESIGN & DEVELOPMENT

A separate dedicated chapter  has been incorporated in  the DAP 2020  for  acquis it ion of

systems designed and developed by DRDO/DPSUs/OFB.  A  s impl if ied procedure with  Integrated

Single  Stage Tr ia ls  to  reduce t imel ines and lay ing greater  emphasis  on evaluat ion through

cert if icat ion and s imulat ion has been incorporated.  Aspects of  Spira l  Development have been

incorporated as wel l .
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ADDRESS VOIDS

Certain  exist ing voids have been addressed in  the form of  new Chapters as under ,

Information Communication Technology  -  Pecul iar  issues re lated to  procurement of  ICT

intensive equipment especia l ly  of  Interoperabi l i ty  & Bui lt- in  Upgradabi l i ty ,  enhanced

secur ity  requirements and change management have been included

Leasing  -  A  new category  introduced to  enable  operat ing of  assets without  owning

thereby,  substitut ing huge in it ia l  capita l  out lays

Post Contract Management  -  To  formal ise procedures post  s igning of  contract  with

respect  to  inspections,  levying of  L iquid ity  Damages,  Contract  Amendments etc

Other Capital  Procurement Procedure  -  A  new procedure has been included as a  new

chapter  in  DAP and structured as an enabl ing provis ion for  Services to  procure essentia l

items through Capita l  Budget under  a  s impl if ied procedure in  a  t ime bound manner .

INDUSTRY FRIENDLY COMMERCIAL TERMS

Price Var iat ion Clause has been incorporated for  large and protracted contracts in  order  to

avert  inf lated in it ia l  quotes by  vendors and arr iv ing at  a  real ist ic  pr ice of  the project

Payments to  Vendors -  Suitable  provis ions l ike  paral le l  processing of  documents by

SHQ/PCDA through dig ita l  ver if icat ion,  within  la id  down t imel ines,  has been included to

ensure t imely  payment to  vendors.  Payments to  Indian industry  have been a l igned with

foreign industry .

Some of  the major  h ighl ights of  the DAP considered favorable  are,

Focus on technology in  offsets,  d iscarding tradit ional  bui ld  to  pr int  or  contract

manufactur ing

Higher  mult ip l iers  for  technology transfers in  Offsets

Introduction of  th i rd  party  valuat ions and removal  of  restr ict ions on sub t ier  d ischarge of

offsets as wel l  as  percentage discharge on part icular  avenues.  A l l  avenues are  equal ly

good

Importance g iven to  design and development from the p lanning stage through execution

New concepts in  terms of  long term product  support ,  leasing,  pr ice var iat ion c lause

Introduction of  AI ,  Mi l i tary  Mater ia ls ,  Indigenous software,  Aero Engines and FAB

Term of  DPP F ixed ,  so  one knows the durat ion of  effect

Timeframes -  Reduction in  implementat ion t imeframes is  encouraging

Make 2 ,  Make 3  and iDEX categor ies for  more open competit ion.

Clar ity  in  Indigenous Content  -  Very  c lear  and posit ive and a lso increase in  percentages of

IC in  var ious categor ies of  procurement.
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Defence Procurement Manual

24

This  Defence Procurement Manual  2009  (DPM 2009 )  contains pr incip les and procedure

relat ing to  procurement of  goods and services for  the Defence Services,  Organizat ions and

Establ ishments fa l l ing  under  Revenue Expenditure.  The term procurement means acquir ing a l l

types of  goods (both scaled and non-scaled) ,  such as equipment,  stores,  spares,  technical

l i terature,  etc. ,  as  wel l  as  a l l  types of  services,  including packing,  unpacking,  preservat ion,

transportat ion,  insurance,  del ivery ,  specia l  services,  leasing,  technical  assessment,

consultancy,  systems study,  software development,  maintenance,  updates,  conservancy,  etc.

impl ies procurement of  i tems and equipment,  including replacement equipment (functional ly

simi lar)  assembl ies/sub-assembl ies and components,  to  maintain  and operate a l ready

sanctioned assets in  the service,  the necessity  of  which has been establ ished and accepted

by the Government.

Revenue Procurement:  Impl ies procurement of  i tems and equipment,  including replacement

equipment (functional ly  s imi lar)  assembl ies/sub-assembl ies and components,  to  maintain  and

operate a l ready sanctioned assets in  the service,  the necessity  of  which has been

establ ished and accepted by the Government.

The Director  General  of  Ordnance Factor ies

Other  ministr ies of  government and state governments

Industr ies/Factor ies/Statutory  Corporat ions (part ia l ly  or  whol ly  owned by govt)

Indigenous trade either  d i rect ly  or  through the Director  General  of  Suppl ies

Local  Purchase in  respect  of  i tems which are  not  suppl ied by  the central  procurement

author ity/  organizat ions of  the Services /  Departments and stores emergently  required

Defence Publ ic  Sector  Undertakings and other  Government Publ ic  Sector  Undertakings

Channels of  procurement –  by p lacing demand on
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Financia l  powers delegated to  service/departments and SHQ:  For  Revenue Procurement,

Government has delegated f inancia l  powers under  revenue heads to  a  number  of

author it ies in  each Service/Department.

To meet the short-term,  ad-hoc or  urgent  requirements of  units/  establ ishments when

suppl ies are  not  avai lable  through the central  provis ioning agency

To meet the normal  requirements of  units/establ ishments for  stores which are  not  within

the purview of  central  purchase organizat ions.

Types of  Procurement:

Capital  – s ignif icant  expenditure incurred with  the object  of  acquir ing tangib le  assets of  a

permanent nature (for  use in  the organizat ion and not  for  sale  in  the ordinary  course of

business)  or  enhancing the ut i l i ty  of  the exist ing assets,  shal l  broadly  be def ined as Capita l

expenditure.  Capita l  procurement would,  therefore,  refer  to  procurement of  a l l  goods and

services that  f it  the descr ipt ion of  capita l  expenditure.  The procedure for  capita l

procurement is  separately  la id  down in  the Defence Procurement Procedure 2016 .

Revenue –  revenue should  bear  a l l  subsequent  charges for  maintenance and a l l  working

expenses,  including a l l  expenditure on working and upkeep of  the project  and a lso on such

renewals  and replacements and such addit ions,  improvements or  extensions,  etc. ,  as  under

rules made by the Government are  debit-able  to  revenue account.

Indigenous   -  Procurement from indigenous sources is  cal led indigenous procurement.  I t  is

the pol icy  of  the Government to  encourage indigenizat ion,  part icular ly  in  the f ie ld  of  Defence

to achieve self-re l iance.  Hence,  indigenous f i rms should  be g iven a l l  support  to  produce and

supply  qual ity  goods conforming to  specif icat ions.  Proper  loading cr iter ia  for  a l l  taxes,  dut ies

and other  expenses involved in  procurement of  an item need to  be appl ied to  provide a  level

p laying f ie ld  to  the indigenous manufacturers.  Payments against  indigenous procurement are

made in  rupee terms.

Foreign Procurement  -  Defence equipment and assets,  which are  of  foreign or ig in ,  i tems

required to  maintain  and operate these equipment may a lso need to  be procured from

suppl iers  abroad.

Central  Procurement  (CP)  is  undertaken against  indents result ing from planned provis ioning

process l ike  the Annual  Provis ion Review,  ref it  p lanning,  obsolescence planning and p lanned

routines.  CP indents normal ly  cover  the ent i re  requirement of  the item for  the durat ion of  the

provis ioning per iod.

Local  Purchase  (LP)  is  undertaken within  the LP powers of  var ious author it ies as per  the

delegated powers in  the fol lowing c i rcumstances:
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INDUSTRIAL LICENSE IN DEFENCE MANUFACTURING

Manufactur ing in  the Defence sector  is  governed through industr ia l  l icensing under  The

Industr ies (Development and Regulat ion)  Act ,  1951 .  Before 2001 ,  manufactur ing in  Defence

sector  was l imited to  publ ic  sector  companies (OFB & DPSUs) .  However ,  in  2001 ,  the

Government a l lowed 100% Indian pr ivate sector  part ic ipat ion in  Defence manufactur ing

sector  subject  to  l icensing under  IDR Act.

The requirement to  obtain  Industr ia l  L icense ( IL)  for  production of  Defence equipment,

coupled with  an arduous l icensing process,  was a  s ignif icant  roadblock to  entry  of  pr ivate

companies in  the Defence sector .  Through a  ser ies of  not if icat ions issued between June 26 ,

2014  and September  22 ,  2015 ,  the government has conf ined the requirement of  l icenses to  a

notif ied l ist  of  Defence equipment,  which it  re leased in  the publ ic  domain.  The val id ity  of  an IL

has been ra ised from 3  to  15  years,  extendable  to  18  years  consider ing the long gestat ion

per iod of  Defence contracts.  The appl icat ion process has been automated and s impl if ied.

Manufactur ing in  the Defence industry  requires industr ia l  l icense ( IL)  as  per  the Industr ies

(Development and Regulat ion)  Act ,  1951  ( IDRA) .  This  is  to  be read in  conjunction with

Notif icat ion No.S.O.477  (E) ,  entry  No.  13  of  Schedule  I I  dated July  25 ,  1991  which provides a

l ist  of  compulsory  l icensing items f inal ized by  the Department of  Defence Production,  MoD.  In

2001 ,  Defence manufactur ing was opened to  100% pr ivate sector  part ic ipat ion.

Consequently ,  the l ist  of  i tems was amended v ide Notif icat ion No.  S .O.11 (E)  on January  3 ,

2002  to  include ‘arms and ammunit ion and a l l ied items of  Defence equipment;  parts  and

accessor ies thereof ’  (as  opposed to  ‘Arms and ammunit ion,  parts  and accessor ies thereof ’ ) .

S ince 2014 ,  several  c lar if icat ions have been issued in  th is  regard for  ease of  business.

LIST OF DEFENCE ITEMS

Vide Press Note 3  of  2014 ,  the Government has provided a  consol idated l ist  of  i tems

requir ing IL .  I tems not  included in  the l ist  do not  require  an IL .  Further ,  (a)  dual  use items

having mi l i tary  as wel l  as  c iv i l ian  appl icat ion,  other  than those l isted,  and (b)  i tems,  parts,

components,  cast ings,  forgings and test  equipment,  which are  not  part  of  the l ist  would  not

require  IL  from Defence angle.  This  wi l l  reduce entry  barr iers  for  the industry ,  part icular ly

smal l  &  medium segment and promise growth of  supply  chain  in  the sector .  However ,  with  the

recent  not if icat ion of  the Ministry  of  Home Affairs  (MHA)  on May 19 ,  2017 ,  the l ist  of

Defence items under  Press Note 3  of  2014  wi l l  a lso have to  be read with  the schedule  in

Notif icat ion S.O.  1636 (A) .
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FDI POLICY

74% is  automatic  approval

75  -100  % a l lowed with  Government approval .

Infusion of  fresh foreign investment within  the permitted automatic  route level ,  in  a

company not  seeking industr ia l  l icense,  result ing in  change in  the ownership  pattern or

transfer  of  stake by  exist ing investor  to  new foreign investor ,  wi l l  require  Government

approval .

L icense appl icat ions wi l l  be  considered and l icenses g iven by  the Department of  Industr ia l

Pol icy  & Promotion,  Ministry  of  Commerce & Industry ,  in  consultat ion with  the Ministry  of

Defence and the Ministry  of  External  Affairs

Foreign investment in  the sector  is  subject  to  secur ity  c learance and guidel ines of  the

MoD

Investee company should  be structured to  be self-suff ic ient  in  areas of  product  design

and development.  The investee/ jo int  venture company a long with  manufactur ing faci l i ty

should  a lso have maintenance and l i fe  cycle  support  faci l i ty  of  the product  being

manufactured in  India .

100% FDI  in  Defence sector :   FDI  upto 74% under  Automatic  route

Requirement of  s ingle  largest  Indian ownership  of  51% of  equity  is  removed

3  years  of  lock in  per iod for  equity  transfer  has been abol ished.

FDI  pol icy  appl ies to  any organizat ion that  is  looking for  establ ishment of  branch off ice,

l ia ison off ice or  project  off ice or  any other  p lace of  business in  India .  I f  the pr incipal  business

of  the appl icant  is  Defence,  approval  of  Reserve Bank of  India  is  not  required in  cases where

Government approval  or  l icense/permission by  the concerned Ministry/  Regulator  has a l ready

been granted.  The latest  re lease in  August  2020  of  the FDI  pol icy  a l lows the fol lowing

investment in  Defence sector ,

Other Conditions  as  per  the most recent  press note are  as fol lows:

Key enablers of  the FDI  pol icy

FDI  in  Defence sector  is  a lso subject  to  industr ia l  l icense under  the Industr ies (Development

& Regulat ion)  Act  1951 .
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EXPORT POLICY

The Export  pol icy  in  India  for  the manufactur ing and export ing of  components and equipment

of  cr it ical  Defence platforms categor ized as dual-use items and technologies,  are  e ither

completely  prohib ited or  permitted under  l icense only .  Such dual  use items,  with  the

nomenclature of  SCOMET (Specia l  Chemicals ,  Organisms,  Mater ia ls ,  Equipment and

Technologies) ,  as  per  the Foreign Trade Pol icy ,  are  assigned specif ic  codes cal led the ITC –  HS

Code ( Indian Trade Clar if icat ion –  Harmonised System Code) .  The products that  are  under  the

compulsory  l icensing regime are mentioned in  Chapter  88  (a l l  Aerospace re lated products) ,

and Chapter  93  (arms and ammunit ion)  and ITC HS code of  8710  a lso covers Armored vehic les.

End-user  credentia ls ,  credib i l i ty  of  declarat ions of  end-use of  the item or  technology,

integr ity  of  chain  of  transmission of  i tem from suppl ier  to  end user ,  and the potentia l  of

item or  technology,  including t iming of  i ts  export ,  to  contr ibute to  end users that  are  not

in  conformity  with  India ’s  nat ional  secur ity  or  foreign pol icy  goals  and object ives,

object ives of  g lobal  non-prol i ferat ion,  or  i ts  obl igat ions under  treat ies to  which it  is  a

State party

Assessed r isk  that  exported items wi l l  fa l l  into  hands of  terror ists,  terror ist  groups,  and

non-State actors

Export  control  measures inst ituted by  recip ient  State

Assessment of  end-uses of  i tem(s)

Appl icabi l i ty  to  an export  l icense appl icat ion of  re levant  b i lateral  or  mult i lateral

agreements to  which India  is  a  party

The item wi l l  be  used only  for  the stated purpose and that  such use wi l l  not  be changed,

nor  i tems modif ied or  repl icated without  consent  of  Government of  India

Neither  the items nor  repl icas nor  der ivat ives thereof  wi l l  be  re-transferred without

consent  of  Government of  India

End-user  shal l  faci l i tate such ver if icat ions as are  required by  Government of  India .

Government of  India  may a lso require  addit ional  formal  assurances,  as  appropr iate,

including on end-use and non-retransfer ,  f rom State of  recip ient .

Criteria  to Qualify  for  the Issue of  License:

The export  l icense appl icat ions are  scrut in ized and issued on case-to-case basis ,  after

thorough evaluat ion,  consider ing the fol lowing factors,  as  per  i ts  categor izat ion under  the

SCOMET l ist :
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OFFSETS POLICY

In  the Defence industry ,  the foreign manufacturer  of  the Defence equipment offsets the

nation’s  costs of  acquir ing Defence equipment by  var ious avenues,  including purchasing or

agreeing to  purchase products from domestic  vendors,  making an investment in  the Defence

sector  or  by  transfer  of  technology,  amongst  others.  Offsets pol icy  essentia l ly  means

benefits  that  a  buyer  gets from the sel ler  in  the form of  technology that  leads to  bui ld ing

capabi l i ty  or  capacity  local ly .  The purpose of  an offset  obl igat ion is  to  ensure that  a  part  of

government spending on the capita l  acquis it ion of  Defence products are  repatr iated into the

country  and i f  possib le ,  specif ical ly  to  its  Defence sector .

As per  the extant  provis ion of  the pol icy ,  a  30% offset  apply  to  a l l  Capita l  Acquis it ions

categor ized as ‘Buy (Global) ’ ,  i .e .  outr ight  purchase from foreign/ Indian Vendor ,  or  ‘Buy and

Make’  categor ies of  procurements where the est imated cost  of  the acquis it ion proposal  is  Rs.

2000  Crore or  more as on the date of  accord of  AoN.

30% of  the est imated cost  of  the acquis it ion in  ’Buy (Global) ’  category  acquis it ions and 30%

of the foreign exchange component in  ‘Buy and Make’  categor ies of  procurements wi l l  be  the

required value of  the offset  obl igat ions.

MoD released the revised version of  the Defence Acquis it ion Procedure (DAP)  2020  in  Sep

2020 .  Here we would  l ike  to  h ighl ight  the changes in  the Defence Offset  guidel ines,  Appendix

E to Chapter  I I  of  DAP 2020 .
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AVENUES OF DISCHARGE

Changes to  the Avenues of  Discharge for  offset  obl igat ions are  h ighl ighted in  the table  below

D P P  2016

3.1.a

D A P  2020

Direct Purchase Export Orders

Investment  in Defence

Manufacturing

Investment in ToT (private industry)

Acquisition of tech through ToT to

Government institutions

Direct Purchase Export Orders

FDI in Joint Ventures

Investment in ‘Kind’ (private

industry)

Investment in ToT (private industry)

3.1.b

3.1.c

3.1.d

Technology Acquisition by DRDO

-

Acquisition of tech or equipment

through ToT to Govt institutions

Technology Acquisition by DRDO

3.1.e

3.1.f

C L A U S E A V E N U E S  O F  D I S C H A R G E
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Investment in  ‘k ind’  to  the Indian pr ivate industry  has been removed as an avenue for  offset

discharge.  Detai ls  of  each avenue of  d ischarge are  as fol lows:

30

For  e l ig ib le  products manufactured or  services

Through Indian enterpr ises

FDI  or  d i rect  investment or  JVs or  through the non-equity  route

For  co-production,  co-development and production or  l icensed production of  e l ig ib le

Defence products

As per  guidel ines of  DPI IT  /  MHA

Through Indian enterpr ises for  manufacture of  e l ig ib le  products

Must cover  a l l  documentat ion,  tra in ing and consultancy required for  fu l l  ToT (c iv i l

infrastructure and re lated equipment is  excluded) .

ToT should  be provided without  l icense fee and there should  be no restr ict ion on domestic

production,  sale  or  export .

Through Government inst itut ions and establ ishments engaged in  the manufacture and/or

maintenance of  e l ig ib le  products.

Includes augmenting capacity  for  Research,  Design and Development,  Tra in ing and

Education but  excludes c iv i l  infrastructure and re lated equipment.

In  areas of  cr it ical  technology

3 .1 .a  :  Direct  Purchase or  Export  orders

3 .1 .b  :  Investment in  Defence Manufacturing

3 .1 .c  :  Investment in  ToT (private industry)

3 .1 .d  :  Acquisit ion of  tech through ToT to Government institutions

3 .1 .e  :  Technology Acquisit ion by DRDO

A minimum 70  % of  the offset  obl igat ion must be d ischarged by any one or  a  combinat ion

of  Paras 3 .1 (a) ,  (b)  and (c) .

Where the d ischarge of  offset  obl igat ions is  proposed in  terms of  Para  3 .1 (c) ,  the vendor

wi l l  be  required to  buyback a  minimum 40% of  the e l ig ib le  product  and/or  service (by  value)

within  the permissib le  per iod for  d ischarge of  offset  obl igat ions.

The fol lowing Mandatory  Offsets c lause has been removed from DPP 2020 .
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Specia l ized equipment for  mi l i tary  tra in ing or  for  s imulat ing mi l i tary  scenar ios

Miscel laneous equipment and mater ia ls  designed for  mi l i tary  appl icat ions,  specia l ly

designed environmental  test  faci l i t ies  and equipment for  the cert if icat ion,  qual i f icat ion,

test ing or  production of  the above products

Software specia l ly  designed or  modif ied for  the development,  production or  use of  e l ig ib le

products

High velocity  k inet ic  energy weapon systems and re lated equipment

Civ i l  Aerospace Products

Services (Related to  E l ig ib le  Products)  including Engineer ing,  design and test ing or

Software development.

Eligible  Products

For  d ischarge through Indian companies under  c lause 3 .1 .a ,  3 .1 .b  and 3 .1 .c ,  the fol lowing

products/services have been  removed from l ist  of  el igible  products.

Technologies e l ig ib le  for  ToT under  c lause 3 .1 .d  to  DPSUs has been introduced in  DAP 2020 .

Cr it ical  technologies for  ToT under  c lause 3 .1 .e  to  DRDO has been updated in  DAP 2020 .
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The  budget a l locat ion for  Defence has gone up to  USD 69 .8  B n.  This  is  4 .43% higher  that  the revised

estimate s of  last  year  and 9 .8% higher  over  the bud get est imates of  last  y ear .  This  constitutes

13 .31% of  the total  Union Budget for  2022 -23 .  Of  th is ,  the revenue a l locat ion is  USD 31  B n,  capita l

a l lo cat ion stood at  USD 20 .2  Bn  and Defenc e pens ions at  USD 15 .8  B n.

The  capita l  budget  is  meant  for  new ac q uis it ions and mod ernizat ion of  the Armed  Forces,  whi le  the

revenue budget wi l l  be  ut i l ized for  the maintenance and  sustenance of  the equipment and  weapons

syste ms and  for  salar ies of  the Armed Forces.

Of  the USD 20 .2  Bn  for  c apita l  a l loc at ion which is  meant  for  new purchases and  pay ments for

procureme nts,  68% wi l l  be  reserved for  procurement from d omestic  ind ustry .

The  Indian Air  Force continues  to  have the largest  share among the forces for  the capita l  budget  at

USD 7  Bn  which is  an increase of  4 .5% from the previous y ear .

The  Indian Army’s  capita l  budget  went  down by 12 .2% to USD 4 .2  B n  compared to  the previous

f inancia l  y ear .

The  Indian Na vy was a l located a  c apita l  budget  of  USD 6  Bn,  which is  a  huge 43% increase from the

prev io us yea r .

Budget announced a  5 .3% inc reas e in  in  the DRDO a l locat ion at  USD 1 .5  B n.

Defence  R&D wi l l  be  opened to  the pr ivate sec tor  a nd  25% of  the R&D bud get wi l l  be  reserved  for  the

pr ivate  sector .  The budget proposes  to  encourage the pr ivate sector  to  take d esign and  d evelopment

of  mi l i tary  p latforms and eq uipment in  c ol laborat ion with  the DRDO and other  organizat ions through a

Specia l  Purpose Vehic le  (SPV) .

The  Budg et announced the  s ett ing up an independ ent nod al  umbrel la  body  for  meeting test ing and

cert if icat ion requirements.

Government of  India ,  announced the annual  budget  for  the f inancia l  year  2022 -23  on  1st

February  2022 .  The emphasis  continues to  be on Atmanirbhar  Bharat  or  Make in  India .  The

Defence Ministry  is  keen to  aggressively  promote local  manufactur ing in  India  and achieve

self-re l iance in  development of  technologies and R&D.  The budget a l locat ion for  the Ministry

of  Defence for  the coming f inancia l  year  is  a  c lear  s ignal  for  indigenous development of

Defence equipment.  The h ighl ights of  the budget a l locat ion for  the Ministry  of  Defence are:

(Refer  here for  Capital  Outla y on Defence  Se rvices)  

( A pp r x .  v a l ue s  in  U S D w i t h  a  c o n v e r s io n r a t e  a t  1  U S D = INR  75)

https://www.indiabudget.gov.in/doc/eb/sbe21.pdf
https://www.indiabudget.gov.in/doc/eb/sbe21.pdf
https://www.indiabudget.gov.in/doc/eb/sbe21.pdf


Economic re lat ions between the Czech Republ ic  and India  are  a  100  years  o ld ,  beginning with

the sett ing up of  the erstwhi le  Czechoslovakia  Consulate in  Bombay in  1920 .  In  1993 ,  when

Czechoslovakia  became the Czech Republ ic ,  t rade and investment re lat ions in it ia l ly  s lowed

down and then p icked up momentum.  Both countr ies have shown a  very  healthy and growing

trend with  respect  to  their  b i lateral  economic re lat ions.  There have been a  number  of  h igh-

level  v is its  between both countr ies and India  and the Czech Republ ic  have supported each

other  in  many internat ional  fora .

The f i rst  Joint  Commission on Economic Cooperat ion (JCEC)  between the Czech Republ ic  and

India  was held  in  2010 .  S ince then,  meetings have been taking p lace regular ly .  However ,  the

12th  meeting of  the JCEC which was to  be held  in  2020  was postponed due to  the COVID

pandemic.  India  and the Czech Republ ic  a lso have a  Joint  Working Group on Heavy

Engineer ing.  Among other  th ings,  India  and the Czech Republ ic  have s igned MoUs on Defence

and Science & Technology and a lso have an Avoidance of  Double  Taxat ion Treaty.

indo-czech bilateral
relationship
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Bi lateral  trade between India  and the Czech Republ ic  has been growing steadi ly .  Dur ing India ’s

f inancia l  year  of  Apr i l  2019  to  March 2020 ,  India  exported goods and services worth US$

313 ,361  to  the Czech Republ ic  and for  the per iod Apr i l  2020  to  January  2021 ,  th is  f igure

stood at  US$ 228 ,772 .  India ’s  imports from the Czech Republ ic  dur ing the per iod Apr i l  2019

to March 2020  was US$ 474 ,709  and the f igures for  Apr i l  2020  to  January  2021  was US$

304 ,359 .

V a l u e s  g i v e n  i n  U S$  M i l l i o n s .



India ’s  main  products of  export  to  Czech Republ ic  are  Garments and text i les,  Pharmaceutical

products,  I ron and Steel  products,  e lectronic  instruments,  auto components,  chemicals ,

power  equipment,  footwear  etc.  India ’s  main  products of  imports from Czech Republ ic  are

auto components,  text i le  and leather  machines,  machines for  rubber  and p last ic  industry ,

machine-tools ,  food production equipment,  ICT equipment,  furniture,  pumps,  e lectronic  items

etc.

Almost 7% of Czech investments outside Europe came to India  and India  gained 1 /10th  of

Czech investments.  Around 30  Czech companies have invested in  India  including Skoda Auto,

Skoda Power,  Bonatrans,  Home Credit  etc.  in  transportat ion,  power,  automotive and f inancing

sectors.

Indian companies have invested in  the Czech Republ ic  in  sectors such as IT ,  vehic les,  tea,

text i le ,  pharmaceutical  and auto-components.  Major  Indian companies which have invested in

the Czech Republ ic  include Infosys,  Tata Global  Beverages,  Cognizant ,  Samvardhana

Motherson,  Varroc Excel lence,  Pr icol ,  CLC,  KCI ,  D ina-Hitex,  Glenmark Pharmaceuticals ,  A lok

Industr ies/Mi leta  Hor ice a .s . ,  APAG.

THE CZECH INDUSTRY &
ECONOMY
The Czech Republ ic  is  located in  central  Europe.  The country  has a  populat ion of  about  10 .6

mil l ion  people  and covers an area of  78 ,866  km2 .  I t  is  a  landlocked nat ion bordered by

Germany,  Austr ia ,  S lovakia ,  and Poland.  Prague is  the capita l  c ity  and the largest  c ity  of  the

Czech Republ ic .  The country  has about  1 .3  mi l l ion  residents.  The Czech Republ ic  has one of

the most stable,  wealthy,  and developed economies in  the wor ld .  The avai labi l i ty  of  educated

and ski l led professionals  in  the automotive industry ,  the strategic  locat ion in  central  Europe,

and the good infrastructural  network has inf luenced the growth and expansion of  the

industr ia l  sector .

The GDP of  Czech Republ ic  is  USD $215 .7  b i l l ion.  The service industry  tops in  terms of  GDP

contr ibut ion to  the economy of  the country  at  59 .7%, fol lowed by the industr ia l  sector  at

37 .8%, and f inal ly  the agr icultural  sector  at  2 .5%. The labour  force for  these sectors stands

at  59 .2%, 38%, and 2 .8% respectively .  The Czech Republ ic  is ,  in  many ways,  a  Central

European success.  Dr iven by  FDI  and strong part ic ipat ion in  g lobal  value chains,  the booming

manufactur ing sector  now leads a l l  sectors in  employment.
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https://www.worldatlas.com/maps/czech-republic
https://www.worldatlas.com/webimage/countrys/eu.htm
https://www.worldatlas.com/articles/the-landlocked-countries-of-europe.html
https://www.worldatlas.com/maps/germany
https://www.worldatlas.com/maps/austria
https://www.worldatlas.com/maps/slovakia
https://www.worldatlas.com/maps/poland
https://www.worldatlas.com/articles/what-is-the-capital-of-the-czech-republic.html
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The manufactur ing industry  is  the main  p i l lar  of  the Czech’s  economy.  There is  a  great  output

from high-tech engineer ing,  machine engineer ing,  and automotive engineer ing.  The Czech

Republ ic  is  the 12th  largest  g lobal  car  exporter  and has employed over  150 ,000  people

accounting for  more than 20% of both Czech manufactur ing output  and Czech exports.

Engineer ing forms the backbone of  the Czech economy and its  manufactur ing base is  made up

of  more than 1 ,100  companies.  These companies are  especia l ly  involved in  the f ie ld  of  energy

engineer ing,  transport  engineer ing,  production of  machining and shaping tools ,  metal lurgy

and production of  structures and metal  components.

Approximately  60% of the employees in  the Czech Republ ic  work in  the service sector  just

close to  the European average of  75%. The service sector  has r isen to  be among the most

productive industr ies in  the Czech Republ ic .  The focus in  the services sector  is  on research

and development,  ICT and software development,  nanotechnology,  real  estates,  consultancy,

business (such as f inance) ,  and l i fe  sciences.

CZECH INDUSTRY & SERVICES

https://www.worldatlas.com/articles/which-are-the-20-biggest-car-exporting-countries-in-the-world.html
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The aviat ion industry  of  the Czech Republ ic  focuses on two main  act iv it ies.  F i rst  of  a l l ,  there

is  the production of  complete a i rcrafts.  I t  concerns smal ler  a i rcrafts  for  local  and regional

transport ,  t ra in ing and l ight  combat a i rcrafts,  sport  and agr iculture a i rcrafts,  u ltra- l ight

aircrafts and g l iders.  A  quarter  of  u ltra- l ight  a i rcrafts sold  in  the wor ld  have been produced in

the Czech Republ ic .  The second segment of  the aviat ion industry  is  the production of

components for  large transport  and mi l i tary  a i rcrafts and hel icopters.

The chemical  industry  of  the Czech Republ ic  is  among its  main  industr ia l  branches.  Production

of  basic  chemical  substances (64%) and production of  pharmaceuticals  (17%) contr ibute the

biggest  share in  terms of  revenue.  Chemical  industry  products are  suppl ied to  other  aff i l iated

sectors,  such as the automotive,  construct ion,  e lectronic ,  food-processing,  text i le  industr ies

and others.  Czech companies produce,  for  example,  fert i l izers,  polyester  f ibres,  p last ic

mater ia ls  and inorganic  substances besides they a lso belong to  the most s ignif icant

producers in  th is  sector .

Besides the above-mentioned sectors,  the Czech industry  has made a  name for  i tself  in

several  other  areas.  Some of  them are Research & Development,  Medical  Equipment,  Food

Processing,  Furniture & Glass & Ceramics.  The Czech industry ,  unl ike most other  countr ies in

Eastern Europe,  has a  very  d iversif ied economy,  which in  turn  has helped the growth and

development of  the Czech Republ ic  even in  turbulent  t imes.  I ts  wide range of  industr ies and

services make it  a  very  attract ive country  for  trade and investment,  especia l ly  in  the Indian

context  where there are  tremendous synergies and opportunit ies to  further  b i lateral

economic re lat ions.
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OPPORTUNITIES FOR ECONOMIC
COOPERATION BETWEEN CZECH
REPUBLIC & TAMIL NADU

Czechia:

The Czech Republ ic  has one of  the most stable,  wealthy,  and developed economies in  the

world .  An explanat ion for  th is  is  the strong industr ia l  t radit ion born in  the 19th  century .  The

avai labi l i ty  of  educated and ski l led professionals  in  the automotive industry ,  the strategic

locat ion in  central  Europe,  and the good infrastructural  network has inf luenced the growth and

expansion of  the industr ia l  sector .  The GDP of  Czech Republ ic  is  USD $215 .7  b i l l ion.  The

service industry  tops in  terms of  GDP contr ibut ion to  the economy of  the country  at  59 .7%,

fol lowed by the industr ia l  sector  at  37 .8%, and f inal ly  the agr icultural  sector  at  2 .5%. The

labour  force for  these sectors stands at  59 .2%, 38%, and 2 .8% respectively .  The Czech

Republ ic  is ,  in  many ways,  a  Central  European success.  Dr iven by  FDI  and strong part ic ipat ion

in  g lobal  value chains,  the booming manufactur ing sector  now leads a l l  sectors in  employment.

Tamil Nadu:

Tami l  Nadu is  the second largest  economy in  India .  Tami l  Nadu has a  d iversif ied manufactur ing

sector  and features among the leaders in  several  industr ies l ike  automobi les and auto

components,  engineer ing,  garments,  text i le  products,  yarn,  leather  products and leather

tanning,  chemicals ,  p last ics,  cement,  banking and f inancia l  services,  drugs and

pharmaceuticals ,  agr iculture and food processing,  e lectronic  hardware,  IT  & ITeS and tour ism.

It  ranks f i rst  among the states in  terms of  number  of  factor ies and industr ia l  workers.  Due to

its  achievements as an auto production hub,  Chennai  has been dubbed as the "Detroit  of

India" .  T i rupur  and Coimbatore are  the major  text i le  centres in  Tami l  Nadu.  T i rupur  is  known as

the ‘Knitt ing City ’ ,  whi le  Coimbatore is  cal led the ‘Manchester  of  South India ’ .  C lose proximity

with  East  Asian countr ies is  a lso enabl ing Chennai  to  become an internat ional  f inance hub.

The Czech Republ ic  and Tami l  Nadu economies have many common industr ies and synergies.

The business opportunit ies between the two regions are  tremendous due to  the common

strengths.  Some of  the sectors where the Czech Republ ic  and Tami l  Nadu can explore,  develop

and col laborate are  br iefed here.
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Tami l  Nadu is  one of  the top 10  automobi le  hubs in  the wor ld .  With  a  wel l -developed auto

ecosystem,  Tami l  Nadu accounted for  45% of  India 's  motor  vehic le/car  exports in  2017 -18

and 35% of  India 's  auto component production.  Tami l  Nadu is  a lso the largest  tyre

manufactur ing state in  the country .  I t  is  known as the Automotive capita l  of  India .  Chennai

has an annual  instal led capacity  to  produce 1 .71M units  of  vehic les.  Major  OEM companies

l ike Hyundai  Motor  Co. ,  BMW, Daimler ,  Renault-Nissan,  Ford Motors,  Ashok Leyland,  TVS

motors & Yamaha Motors,  etc.  are  present  here.  More than 1 ,300  factor ies are  present  in

Tami l  Nadu which cater  to  the automotive industry .

AUTOMOTIVE INDUSTRY
Czechia:

The Czech Republ ic  hosts one of  the h ighest  concentrat ions of  automotive-related

manufactur ing and design act iv it ies in  the wor ld .  With  passenger  car  production at  107 .5

vehic les per  1 ,000  persons,  the Czech Republ ic  has maintained its  supreme posit ion among

world  automotive leaders in  terms of  per-capita  output.  I t  is  a lso among the f ifteen largest

global  passenger  car  producers by  volume.  The Czech automotive industry  employs more than

150 ,000  people  and accounts for  more than 20% of  both Czech manufactur ing output  and

Czech exports.  The Czech Republ ic  is  the 12th  largest  g lobal  car  exporter  and has employed

over  150 ,000  people.

Tamil Nadu:
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Tami l  Nadu is  a  heavy engineer ing hub with  a  number  of  g lobal  manufacturers  with  respect  to

capita l  goods and heavy e lectr ical  equipment segments.  The state contr ibutes 19% to the

national  production of  general  purpose and specia l  purpose machinery ;  I t  contr ibutes 8% to

the nat ional  production of  heavy e lectr ical  equipment.  Chennai  is  a  heavy engineer ing hub

with a  number  of  g lobal  manufacturers  with  respect  to  capita l  goods and heavy e lectr ical

equipment segments.  Tami l  Nadu ranks second in  the production of  general  purpose and

specia l  purpose machinery  and ranks fourth in  the production of  heavy e lectr ical  equipment.

ENGINEERING INDUSTRY
Czechia:

Czechia ’s  strength is  engineer ing.  Engineer ing forms the backbone of  the Czech economy and

its  manufactur ing base is  made up of  more than 1 ,100  companies.  These companies are

especia l ly  involved in  the f ie ld  of  energy engineer ing,  transport  engineer ing,  production of

machining and shaping tools ,  metal lurgy and production of  structures and metal  components.

The Czech Republ ic  exports a lmost 90% of  its  engineer ing production,  especia l ly  to  EU

countr ies,  whereas its  presence has a lso been consol idated in  the Asian and Lat in  American

markets.  There is  a  great  output  from high-tech engineer ing,  machine engineer ing,  and

automotive engineer ing.

Tamil Nadu:
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Tami l  Nadu is  the f i rst  State to  be designated as an Aerospace & Defence Corr idor  by  the

Central  Government.  Tami l  Nadu is  ideal ly  p laced to  become India ’s  largest  defence hub as it

a l ready has 120  companies supply ing to  the aerospace sector  and over  700  companies

manufactur ing for  the defence sector .  The Tami l  Nadu Industr ia l  Development Corporat ion

(TIDCO)  has establ ished an Aerospace Park  with  250  acres of  land,  which can be expanded to

500  acres.  MRO faci l i t ies  are  coming up in  Kr ishnagir i  and Chennai .  An advanced computing

and design engineer ing centre for  the aerospace sector  is  coming up in  the Aerospace Park.  In

civ i l  av iat ion,  there exists opportunit ies in  MRO development,  sett ing up of  greenf ie ld

airports,  upgradation of  exist ing a i rports  and f ly ing schools ,  to  name a  few.  The Government

of  Tami l  Nadu,  in  i ts  Industr ia l  Pol icy  2021  has designated the Aerospace & Defence sector  as

a Sunr ise Industry .  Tami l  Nadu a ims to  posit ion the State as the preferred hub for  the

aerospace and defence industr ies in  India  in  the areas of  engineer ing,  design,  manufactur ing

and a l l ied act iv it ies by  harnessing its  industr ia l  base and ta lented human capita l  strengths.

AVIATION INDUSTRY
Czechia:

The Czech Republ ic  has a  long aviat ion tradit ion and has a lways had a  strong presence in  the

aerospace sector .  From basic  production to  f inal  a i rcraft  assembly  and cutt ing-edge research

and development programmes,  the local  aerospace industry  has progressed s ignif icant ly  and

simply  cannot  be over looked.  The aviat ion industry  of  the Czech Republ ic  focuses on two main

activ it ies.  F i rst  of  a l l ,  there is  the production of  complete a i rcrafts.  I t  concerns smal ler

a i rcrafts  for  local  and regional  transport ,  t ra in ing and l ight  combat a i rcrafts,  sport  and

agr iculture a i rcrafts,  u ltra- l ight  a i rcrafts  and g l iders.  A  quarter  of  u ltra- l ight  a i rcrafts  sold  in

the wor ld  have been produced in  the Czech Republ ic .  The second segment of  the aviat ion

industry  is  the production of  components for  large transport  and mi l i tary  a i rcrafts  and

hel icopters.

Tamil Nadu:
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Tami l  Nadu is  an attract ive destinat ion due to  its  exist ing industr ies and infrastructure in  the

Automotive,  Engineer ing,  E lectronics & other  sectors and how this  would  have synergies with

the Aerospace and Défense sector .  The formal  launch of  the Tami l  Nadu Defence Industr ia l

Corr idor  was done by the then Defence Minister  Nirmala  Sitharaman in  Tr ichy on 20th  January

2019 .  Th is  southern Defence corr idor  is  a lso cal led the “Tami l  Nadu Defence Production

Quad” ,  s ince the nodal  c it ies namely ,  Chennai ,  Salem,  Hosur ,  T i ruchirappal l i  and Coimbatore

form the quadr i lateral .  Independently  each of  these c it ies a l ready supports wel l  def ined

tiered manufactur ing c lusters,  which cater  to  a  var iety  of  industr ies,  f rom automobi les to

heavy industr ies.  These manufactur ing hubs a lso have a  fa i r ly  developed ecosystem l ike  the

Ordnance Factory  Boards,  DRDOs,  and other  Defence Publ ic  Sector  Units.

DEFENCE INDUSTRY
Czechia:

Czechia  has huge strengths in  heavy engineer ing.  The Czech Engineer ing sector  employs over

126 ,000  workers.  More than 5 ,200  machinery  companies are  manufactur ing even the most

sophist icated components,  which makes the Czech Republ ic  second most specia l ized in

industr ia l  machinery ,  equipment,  and tools  in  the wor ld .  That  makes the engineer ing sector

one of  the three most important  industry  sectors in  the Czech Republ ic .  The Czech

engineer ing sector  has been transformed over  the past  twenty-f ive years by  g lobal izat ion,

technology and the growth of  other  emerging markets.

Tamil Nadu:



Tami l  Nadu (TN) ,  located on the south-eastern coast  of  India ,  is  a  wel l -known and industr ia l ly

diversif ied economy.  The State is  a  s ignif icant  contr ibutor  to  the Indian economy and has

consistently  performed wel l .  I t  is  India ’s  2nd largest  economic powerhouse.  I t  is  one of  the

most sought  after  investment destinat ions in  India  due to  the avai labi l i ty  of  ski l led

manpower,  h igh qual ity  infrastructure,  a  conducive business environment and its  favorable

locat ion.

Tamil  Nadu ranks number one in  industrial  performance,  number of  factories,  annual

turnout of  ski l led manpower and number of  operational  Special  Economic Zones.  The

State ranks second in  healthcare and good governance.  It  is  the second largest economy

in the country.

TN is  home to the largest  automotive hub,  with  OEM companies l ike  Hyundai  Motor  Co. ,  BMW,

Daimler ,  Renault-Nissan,  Ford Motors,  Yamaha Motors,  Ashok Leyland,  TVS motors,  Royal

Enf ie ld  etc. ,  TN accounts for  35% of  India ’s  auto component production.  The state a lso

accounted for  45% of  India ’s  total  auto exports in  previous years.
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Tamil Nadu & TN Defence
Industrial Corridor
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TN also contr ibutes to  16% of  the total  e lectronics production in  India ,  2nd in  India  in

Computer ,  E lectronics and Optical  Products,  3 rd  in  India  in  terms of  E lectronic  Exports and

home to leading companies l ike  Del l  Computers,  Motorola ,  Samsung,  Foxconn,  F lextronics,

Nokia ,  S iemens,  Sanmina -  SCI ,  Salcomp etc and many other  suppl iers  of  components.

Tami l  Nadu should  be seen as an attract ive destinat ion due to  its  exist ing industr ies and

infrastructure in  the Automotive,  Engineer ing,  E lectronics & other  sectors and how this  would

have synergies with  the Aerospace and Défense sector .

43

FEW OTHER HIGHLIGHTS OF TAMIL NADU

Infrastructure:  On the infrastructure front ,  the state boasts of  4  large ports  -  Madras,

Ennore,  Kattupakkam,  and Tut icor in  -  handl ing around 19 .3% of  India ’s  capacity ;4  A i rports

handl ing 23  Mi l l ion  passengers;  6700  KM of  Rai l  network,  and 200 ,000  KM of  Road

network,  and more,  l ike  the 8  lane Chennai-Salem Green Expressway are  in  the p ipel ine

FDI:  The state has received $27  B i l l ion  USD as Foreign Direct  Investment (FDI) ,  between

2000  to  2017

SEZ & Industrial  Parks:  Tami l  Nadu has 36  operat ional  Specia l  Economic Zones (SEZs)  –

the h ighest  in  the country  –  and a  v ibrant  MSME sector ,  and a  network of  about  113

industr ia l  parks,  and the h ighest  number  of  factor ies in  the country ,  g iv ing it  the edge of

being one of  the most urbanized states in  the country

Higher Education:  With  over  500  Engineer ing col leges,  and an equal  number  of

Polytechnics,  the state can offer  an abundance of  ski l led manpower,  and a  v ibrant  youth

populat ion of  more than 66% are in  the working age group

Power Sector:  The state has 2  Nuclear  p lants –  at  Kalpakkam and Kudankulam –  besides

many Thermal  Solar  and Wind power  p lants,  to  provide cost-effect ive power  for  the

industr ies

Others:  The state of  TN has a  good b lend of  Publ ic  Sector  Units  –  including Defence PSU –

many Indian and g lobal  manufacturers  and IT  companies,  and its  proximity  to  the IT/ ITES

and Electronic  design and manufactur ing base hub,  Bengaluru,  is  an  added advantage.

TAMIL NADU DEFENCE INDUSTRIAL CORRIDOR

The formal  launch of  the Tami l  Nadu Defence Industr ia l  Corr idor  was done by the then Defence

Minister  Nirmala  Sitharaman in  Tr ichy on 20th  January  2019 .  Th is  southern Defence corr idor  is

also cal led the “Tamil  Nadu Defence Production Quad” ,  s ince the nodal  c it ies namely ,

Chennai ,  Salem,  Hosur ,  T i ruchirappal l i  and Coimbatore form the quadr i lateral .  Independently ,

each of  these c it ies a l ready supports wel l  def ined t iered manufactur ing c lusters,  which cater

to a  var iety  of  industr ies,  f rom automobi les to  heavy industr ies.  These manufactur ing hubs

also have a  fa i r ly  developed ecosystem l ike  the Ordnance Factory  Boards,  DRDOs,  and other

Defence Publ ic  Sector  Units.
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Investments of  approximately  INR 3 ,100  crores have been announced in  the Tami l  Nadu

Defence Corr idor

An establ ished TIDCO Aerospace park  with  250  acres (expandable  to  500  acres)

An Aircraft  MRO (Maintenance Repair  Overhaul ing)  faci l i ty  in  Kr ishnagir i  and an upcoming

MRO faci l i ty  in  Chennai  wi l l  further  catalyze industry  growth

An Advanced Computing & Design Engineer ing Centre (ACDEC)  for  Aerospace Industry  in

TIDCO Aerospace & Defence Park  wi l l  offer  cutt ing edge technology and state-of-the-art

infrastructure to  support  incubation and innovation in  the Aerospace Industry .  Most  of  the

investment wi l l  come from the Defence Publ ic  Sector  Units  (DPSUs) ,  such as Ordnance

Factory  Board (OFBs) ,  Bharat  E lectronics L imited (BEL) ,  Bharat  Dynamics L imited (BDL) ,

Bharat  Heavy Movers L imited (BEML) ,  and Mazagon Dock L imited (MDL) .  OFB wi l l  be

investing Rs 2 ,305  Crores,  BDL wi l l  invest  Rs 150  Crores,  MDL wi l l  be  sett ing up incubators

in  I IT  Chennai  with  an investment of  Rs.  15  Crores,  and BEML is  p lanning to  set  up a  spares

manufactur ing faci l i ty  with  an investment of  Rs.  40  Crores

Tami l  Nadu Industr ia l  Explosives L imited has s igned an MoU with  Bharat  E lectronics

Limited for  reviv ing its  defunct  factory  for  producing ammunit ion and to  set  up a  Centre of

Excel lence for  ammunit ion re lated technologies

An Aerospace div is ion is  being establ ished by BHEL in  Ranipet  with  an investment of

Rs.200  crore

Land acquis it ion has commenced for  the satel l i te  launch stat ion of  ISRO at

Kulasekarapatt inam in  Thoothukudi  Distr ict .  This  launching stat ion wi l l  be  establ ished at

an est imated investment cost  of  Rs.1000  crore

A feasib i l i ty  study by  T IDCO through I IT-Madras for  developing Ulundurpet  a i rstr ip  as  an

Aviat ion Technology Development complex including UAV Testing,  F l ight  Academy,

Aeromodel ing,  etc  is  in  progress

The pr ivate sector  companies have a lso announced their  investment p lans.  The Bengaluru

headquartered Alpha Design has announced an investment of  Rs 100  Crores,  whi le  the TVS

Group wi l l  be  investing Rs 50  Crores,  with  p lans for  manufactur ing tact ical  combat gears

for  sold iers.  The Chennai  headquartered Data Patterns with  p lans for  Transfer-of-

Technology (ToT) ,  wi l l  invest  Rs 75  Crores.  Aerospace Engineers based at  Salem also p lans

to invest  Rs 105  Crores

L&T MBDA Missi le  Systems Ltd,  a  JV between Larsen & Toubro and France’s  MBDA,  have

obtained the provis ional  approval  for  their  SEZ unit  in  Coimbatore from Government of

India ,  for  producing missi le  weapon systems

The fol lowing are  some of  the key h ighl ights of  the launch:
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Lockheed Mart in ’s  has announced their  intent ion to  invest  in  the corr idor  and a lso

mentioned of  the impressive expert ise and capabi l i t ies  of  companies l ike  Lakshmi  Machine

Works (LMW) and some others,  which measure up to  be their  supply  chain  partners

The Defence Minister  a lso launched by v ideo conferencing,  the “CODISSIA Defence

Innovation and Incubation Centre”  to  support  the MSMEs,  Start-up,  and exist ing

companies,  to  encourage their  part ic ipat ion and indigenous contr ibut ion to  the Defence

industry

DRDO handed over  the model  of  Ar jun Mark-1A to Mr  Saurabh Kumar,  Director  General  of

Ordnance Factor ies (DGOF)  and chairman of  the Ordnance Factory  Board.  The re lease a lso

said  that  the Ar jun Mark-1A is  much super ior  to  the ear l ier  version in  terms of  f i repower,

mobi l i ty  and protection features

According to  the TN Govt,  Govt  has identif ied about  1 ,000  acres of  land in  Manapparai ,

1 ,300  acres in  Kr ishnagir i ,  1 ,000  acres in  Dharmapur i  and 900  acres in  Hosur
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AEROSPACE AND DEFENCE CLUSTERS UNDER TN DEFENCE INDUSTRIAL CORRIDOR
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ANALYSIS OF CLUSTERS IN TN DEFENCE CORRIDOR AND ITS STRENGTHS
Chennai:  The capita l  c ity  of  the state is  a lso the automobi le  capita l  of  South Asia .  I t  is

home to Armored Vehic les and Ammunit ion Depot –  AVADI  has been a  mi l i tary  base s ince

the colonia l  t imes.  Heavy Vehic les Factory  (HVF) ,  EFA-Engine Factory  Avadi ,  Combat

Vehic les Research and Development Establ ishment (CVRDE) ,  Central  Vehic le  Depot (CVD),

The Ordnance Depot [OD] ,  Unf it  Vehic les Park  [UVP]  and the Ordnance Clothing Factory

(OCF)  exist  within  the l imits  of  Avadi .  A  Maintenance Repair  Overhaul ing (MRO)  complex is

being p lanned in  Chennai  which wi l l  emerge as the preferred MRO destinat ion.  Aerospace

Park in  Sr iperumbudur  (Val lam -  Vadagal)  with  an Advanced Computing and Design

Engineer ing Centre (ACDEC)  is  being set  up to  form a  strong base for  support ing large

OEMs.  

The c ity  a lso boasts its  advantage of  having the largest  port  in  India  which connects with

the busiest  trade routes in  the Indian Ocean.

Trichy:  One of  Tr ichy’s  unique advantages is  the usage of  state-of-the-art  tools  and

technology in  SMEs that  specia l ize  in  laser  cutt ing of  tungsten,  a  mater ia l  which is  widely

used in  the making of  ships and submarines.   Heavy Al loy  Penetrator  Project  (HAPP)  Tr ichy

pioneers in  the manufacture of  Tungsten and other  heavy a l loys pr imar i ly  for  Defence

appl icat ions

Tr ichy a lso houses Bharat  Heavy E lectr icals  (BHEL) .  The Ordnance Factory  of  Tr ichy (OFT)

specia l izes in  the manufacture of  r i f les,  grenades etc.

Coimbatore:  The entrepreneur  r ich  c ity  is  a  strong base for  foundry,  machin ing,  tool ing and

forging.  I t  a lso has a  large base for  auto-anci l lar ies manufactur ing in  the country .  I t  is  an

education hub with  a  large number  of  Engineer ing and Industr ia l  Tra in ing Inst itutes

supply ing technical  ta lent  to  the nat ion.  Termed the “Manchester  of  South India”  i t

p ioneered the industr ia l  development in  India .  Current ly ,  over  14 ,000  MSMEs support  the

supply  chain  across foundry,  motor  & pumps,  auto-components and tool ing sectors.

Salem:  Strategical ly  ly ing at  the heart  of  the Defence quadr i lateral  and equidistant  from

the four  Nodal  c it ies of  the Defence corr idor ,  Salem has r ich  deposits  of  minerals  such as

bauxite,  magnesite,  granite  and calc ite,  and is  a  hub for  making power  gr ids and steel ,

which form the foundation for  the shipping industry .   Salem is  a lso a  focus state for  Power

Gr id .  

Hosur:  Hosur  is  a  prominent  c ity  a long the Chennai  -Bengaluru  Industr ia l  Corr idor .  Heavy

Engineer ing and Automobi le  majors  across the g lobe have set-up bases.  Hosur  is  a

powerhouse in  the auto corr idor .  Often missed out  in  the Defence quadr i lateral  is  the

proximity  of  the corr idor  with  Bengaluru,  the IT  hub of  the wor ld .  Bengaluru  is  r ight  at  the

doorstep of  Hosur  and Defence corr idor .  E lectronics,  embedded systems and software

controls  are  cr it ical  to  Engineer ing systems and proximity  of  Bengaluru  is  a  bonus to  the

already wel l -p laced Quadr i lateral .
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Heavy Vehic les Factory  (HVF) ,  Avadi ,  Chennai ,  manufactur ing tanks and heavy vehic les for

mi l i tary  requirements

Ordinance Clothing Factory  (OCF) ,  Avadi ,  Chennai  manufactur ing c lothing and other  mi l i tary

wears for  armed forces

Engine Factory  (EFA)  manufactur ing h igh power  d iesel  engine and batt le  tanks for  Defence

appl icat ions

Ordnance Factory  Tr ichy (OFT)  manufactur ing r i f les  and grenade launchers etc. ,

Heavy Al loy  Penetrator  Project  (HAPP) ,  Tr ichy manufactur ing specia l  a l loys l ike  T itanium

and other  a l loys for  Defence appl icat ions,  and

Cordite  Factory  Aruvankadu (CFA)  Ooty manufactur ing arms and ammunit ions

The Defence industry  in  Tami l  Nadu is  one of  the fastest  growing sectors in  the state

generat ing a  huge amount of  export  revenue.  The state serves as the headquarters  for

numerous Defence manufactur ing publ ic  undertakings and number  of  pr ivate companies.

Few highl ights of  the AD industry  are:

More than 120  Aerospace Component manufactur ing companies

More than 700+ suppl iers  to  Defence Publ ic  Sector  Units  (DPSUs)
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AEROSPACE & DEFENCE ECO SYSTEM IN TAMIL NADU

FEW OF DEFENCE PSUS AND ORDINANCE FACTORIES IN TAMIL NADU
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TAMIL NADU AEROSPACE & DEFENCE POLICY 20191.

To create an end-to-end ecosystem for  A&D sector

To attract  an est imated investment of  around 5  Bn  USD in  5  years  and 10  Bn  USD in  10

years in  A&D sector

To generate d i rect  & indirect  employment opportunit ies to  around 1  lakh persons in  10

years

To create a  g lobal  workforce for  h igh-end manufactur ing by  establ ishing Centre of

Excel lence,  R&D and ski l l  development inst itut ions and

To attract  g lobal  OEMs and T ier-1  suppl iers  and Indian majors  as anchor  units  in  the State.

Govt Policies supporting the
Aerospace Industry in Tamil Nadu

Tami l  Nadu Government has unvei led the Tami l  Nadu Aerospace & Defence Industr ia l  Pol icy

2019  in  January  2019 .

POLICY OBJECTIVES

chapter 8



49

Anchor Unit Subsidy of Rs.10  Crore for the first 10  t ier 1  /  OEMs each and / or their supplier with

a minimum investment of Rs.50  crore each and direct employment of 50  persons.

A N C H O R  U N I T  S U B S I D Y  ( C L A U S E  5 .1 )

INCENTIVES & CONCESSIONS AND SINGLE WINDOW CLEARANCE

100% of the cost of the “on job” technical training wil l  be reimbursed (subject,  to max. of

Rs.10000/  month/ trainee for 50  trainees per unit per year).

S U B S I D Y  F O R  S K I L L  D E V E L O P M E N T  ( C L A U S E  5 .2 )

50% of the cost of Certification from Indian and International bodies wil l  be reimbursed to the

Industry,  subject to a ceil ing of Rs 25  lakhs per unit.

S U B S I D Y  F O R  C E R T I F I C A T I O N  P R O C E S S  ( C L A U S E  5 .3 )

20% Concession wil l  be given on the land cost for A&D units.

S U B S I D Y  F O R  L A N D  A L L O T M E N T  ( C L A U S E  5 .4 )

Back ended Subsidy @10% will  be given to the MSME industry investment upto Rs.10  crore.

C A P I T A L  S U B S I D Y  F O R  M S M E  U N I T S  ( C L A U S E  5 .5 )

Back ended Subsidy @10% will  be given to the developers of A&D parks.

C A P I T A L  S U B S I D Y  F O R  D E V E L O P M E N T  O F  A E R O S P A C E  A N D  D E F E N C E

P A R K  ( C L A U S E  5 .6 )

Attractive Tax refund for MRO activities in Tamil  Nadu.

M R O  ( C L A U S E  5 .7 )

Structured Package of Incentives for projects @ investment >Rs.300  crores wil l  also be offered

to both new and expansion of A&D manufacturing units on a case-to-case basis.

O T H E R S
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New Industrial   policy is applicable for projects establishing or expanding industrial  units,

industrial  parks, Research & Development,  warehousing and logistics, except in 14  sectors

specified by the policy.  Investments made from January 1 ,  2021 ,  wil l  be considered eligible for

avail ing incentives.

This policy provides a structured package of incentives for companies looking to invest more

than ₹500  crore in the State. While it  offers four different subsidy models to investors — SGST

reimbursement, fixed capital  subsidy, flexible capital  subsidy and turnover subsidy. 

It  also provides a bigger set of incentives in “Sunrise Sectors”.  Aerospace & Defence has been

classified as a “Sunrise Sector” category aimed to get lot of boosting from Government.
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2. TAMIL NADU INDUSTRIAL POLICY, 2021

Attract  investments worth over  ₹10 - lakh crore ($135  b i l l ion)  by  2025

Achieve annual  growth rate of  15% in  the manufactur ing sector  dur ing the pol icy  per iod

Increase contr ibut ion of  manufactur ing sector  to  30% of  the state’s  economy by 2030

from 25% now and

Create over  20  lakh jobs by  2025

Tami l  Nadu Industr ia l  Pol icy  2021 -2025 ,  a ims to  achieve four  key object ives:

INCENTIVES FOR INDUSTRIES

Structured Package

Incentives for  Sunr ise Sector

Incentives for  Industr ia l  Parks

Incentives for  R&D Projects

Incentives for  Logist ics Infrastructure

Incentives for  Foreign Direct  Investment

Incentives for  Sub-Large Projects

Government of  Tami l  Nadu intends to  support  the projects in  manufactur ing with  the potentia l

for  posit ive external it ies in  the State,  through the fol lowing Incentive Packages:
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ELIGIBILITY & DEFINITIONS

For  the purpose of  administer ing the incentives,  the fol lowing four  investment commitment

ranges have been identif ied:

I N V E S T M E N T  C O M M I T M E N T  R A N G E  ( R S  I N  C R )

50 300

M A X I M U M

I N V E S T M E N T  P E R I O D

300 500

4  years

S T A N D A R D

I N V E S T M E N T

P R O J E C T  

C A T E G O R Y

SUB-LARGE

LARGE 4  years

500 5000

5000

4  yearsMEGA

ULTRA MEGA 7  years

M I N I M U M  

I N V E S T M E N T

-

STRUCTURED PACKAGE FOR LARGE & ABOVE PROJECTS

The Structured Package of  Incentives includes:

Investment Promotion Subsidy

Train ing Subsidy

Land Cost  Incentive

Interest  Subvention

SGST Refund on Capita l  Goods

Standard Incentives:

Electr ic ity  Tax Incentive

Stamp Duty Incentive

Green Industry  Incentive

Qual ity  Cert if icat ion Incentive

Intel lectual  Property  Creat ion Incentive

SPECIAL INCENTIVES FOR SUNRISE SECTORS

Aerospace & Defence sector  is  included in  Sunrise sectors along with other  sectors l ike

EV,  EV cel ls,  Renewable energy components,  Pharmaceuticals,  Medical  electronics,

Technical  texti les including medical  texti les etc.

The fol lowing incentives are  in  addit ion to  the structured Package above (Section 13 )  and are

appl icable  to  projects in  Sunr ise Sector  (Annexure- I I )  that  are  Mega and Ultra-Mega Projects

for  “A”  Distr icts,  or  Large,  Mega and Ultra-Mega Projects for  “B”  & “C”  Distr icts.
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INVESTMENT PROMOTION SUBSIDY

Sunr ise Booster  Projects in  Sunr ise Sector  industr ies opt ing for  F lexib le  Capita l  Subsidy shal l

get  a  Sunr ise Booster  of  one which impl ies an addit ional  capita l  subsidy of  up to  7 .5% of  EFA

(Section 13 .1 .3 ) ,  depending upon the investment and employment.

LAND COST SUBSIDY FOR ELIGIBLE PROJECTS IN SIPCOT

Land a l lotment wi l l  be  made for  Concessional  rate appl icable  at  d ifferent  locat ions based on

the d istr ict .

STAMP DUTY INCENTIVE

100% stamp duty exemption wi l l  be  g iven for  lease or  purchase of  land/  shed/  bui ld ings meant

for  industr ia l  use in  land obtained from SIPCOT.  In  the case of  pr ivate lands,  stamp duty

concession wi l l  be  g iven as a  100% back ended subsidy for  up to  50  acres on fu lf i lment  of

investment and employment commitment.

ENHANCED INCENTIVE FOR QUALITY CERTIFICATION

Projects obtain ing cert if icat ions l ike  ISO,  IS I ,  B IS,  FPO,  BEE,  AGMARK,  and ECOMARK or  any

other  nat ional  or  internat ional  cert if icat ion shal l  be g iven a  subsidy of  50% of  the total  cost

incurred for  obtain ing the cert if icat ion,  as  cert if ied by  a  Chartered Accountant,  l imited to  Rs.

1  cr .  for  the per iod of  investment.

ENHANCED INCENTIVE FOR INTELLECTUAL PROPERTY CREATION

The Government wi l l  re imburse 50% of  the expenditure incurred by  the Project  for  the

investment per iod for  a  patent,  copyr ight ,  t rademarks,  Geographical  Indicators registrat ion

subject  to  a  maximum of  Rs.  1  cr .  for  the per iod of  investment.

INTEREST SUBVENTION

Interest  Subvention of  5% as a  rebate in  the rate of  interest  shal l  be provided be on actual

term loans taken for  the purpose of  the f inancing the project ,  for  a  per iod of  6  years  subject

to the l imits.
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MSME Trade and Investment Bureau (M-TIPB) wil l  provide escort services to prospective foreign

investors in the MSME sector.  M-TIPB wil l  facil itate the entrepreneurs for avail ing clearances

from the Single Window Portal and escort them for setting up of industries and avail ing

incentives to them.  The vendor MSMEs for the large enterprises wil l  also be identified by M-

TIPB.
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HIGHLIGHTS OF THE NEW MSME POLICY, 2021

The fol lowing pol icy  strategies are  being adopted in  the new MSME Pol icy :

FACILITATE INVESTMENT, INCLUDING FOREIGN DIRECT INVESTMENT (FDI)

EDII  is implementing the five year strategy plan 2017-22  for entrepreneurship development and

innovation by MSMEs.

FOSTER CULTURE OF ENTREPRENEURSHIP AND INNOVATION

To promote Ease of Doing Business, the MSME Department has developed and implemented a

Single Window Portal for MSMEs as per the Tamil  Nadu Business Facil itation Act,  2018 .

New MSMEs and Start-ups will  be exempted from approvals for establishment and operation

for a period of three years based on self certification  subject to the condition that the unit

shall  have mandatory approval within a period of one year from the expiry of the 3  year period.

STRENGTHEN EASE OF DOING BUSINESS AND GOOD GOVERNANCE

The existing schemes such as UYEGP and NEEDS wil l  continue to be implemented for the

promotion of MSMEs. TIIC is being infused with the additional capital  of Rs.1000  crore to

expand access to affordable institution finance to the MSMEs

The Equity participation would be provided through the Tamil  Nadu Start-up Fund of Funds,

which would be managed by a professional financial  agency as envisaged in the Tamil  Nadu

State Start-up and Innovation Policy,  2018

The Incentives l ike Capital  Subsidy, Special  Capital  Subsidy, Interest Subsidy, Subsidy for

Backward Blocks and Agro Industries and Back-ended Interest subsidy wil l  be available for

MSMEs.

EXPAND ACCESS TO AFFORDABLE FINANCE
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TANSIDCO wil l  develop Plug & Play facil ities, plots and sheds and make them available on

short term lease.

A corpus of Rs. 500  cr.  for the Estate Infrastructure Development & Maintenance Fund wil l  be

setup for up-gradation and better maintenance of TANSIDCO estates.

The infrastructure support for privately developed Industrial  Estate is enhanced from Rs.10

crores/estate to Rs.15  crores/estate. Similarly the infrastructure support for shifting the

existing units wil l  be enhanced from Rs.15  crores/estate to Rs.20  crores/estate.
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AUGMENT INFRASTRUCTURE SUPPORT

The Government wil l  put in place an effective coordination mechanism for forecasting and

development of skil ls involving the Tamil  Nadu Skil l  Development Corporation (TNSDC), MSME

Associations, Industrial  Training Institutes, and Department of Industries and Commerce to

enable annual surveys for forecasting the requirement, planning and for organizing of skil l  training

programmes for such sectors.

ENHANCE AVAILABILITY OF SKILLED HUMAN RESOURCES

The M-TIPB wil l  play an active role to support the MSMEs for participation in National and

International Trade Fairs and Exhibitions. The overseas markets wil l  be explored for MSME

products.

The DICs wil l  play an active role for the promotion of Export Hubs in the districts after

analysing the export potential  in the districts in coordination with the Director General of

Foreign Trade (DGFT).

FACILITATE ACCESS TO NATIONAL AND GLOBAL MARKETS

The MSME Department wil l  design an MSME Manufacturing Competitiveness & Sustainabil ity

Initiative (MC&SI) to incentivize resource efficiency, environmental sustainabil ity,  and

adoption of international product/process quality standards.

The Promotion of Energy Audit and Conservation of Energy (PEACE) initiative and Q-Cert

programme wil l  be strengthened to ramp up productivity and competitiveness.

Reimbursement charges towards Energy Audit and implementing the recommendation of

audit is enhanced as follows:

Incentive towards cost of Energy Audit enhanced from 50% to 75%, subject to a ceil ing

enhancement from Rs.75 ,000/-  to Rs.1 ,00 ,000/-  for Energy Audit.

Similarly incentive towards cost of eligible equipment for implementation of the

recommendation is enhanced from 25% to 50% subject to a ceil ing enhancement from

Rs.2  lakhs to Rs.10  lakhs.

Reimbursement charges for quality certification enhanced from Rs.1  lakh to a maximum

of Rs.2  lakhs for National Certification and Rs.10  lakhs for International Certification.

The existing Government Testing Labs wil l  be upgraded by providing state of the art facil ities

with NABL accreditation to meet the testing requirements of MSMEs.




IMPROVE COMPETITIVENESS AND PRODUCTIVITY
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The payroll  based subsidy wil l  be introduced to promote regular employment. The existing

employment intensive subsidy is being redefined. The employer’s contribution to the EPF for the

first three years shall  be reimbursed, if  the MSMEs provide employment to more than 20

persons.
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REINFORCE SOCIAL EQUITY AND INCLUSION

Implementation of this Policy would be reviewed by the MSME Investment Promotion and

Monitoring Board as constituted under the Tamil  Nadu Business Facil itation Act,  2018 .

MONITORING & EVALUATION OF POLICY IMPLEMENTATION
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looking 
forward

The Defence Acquis it ion Procedure 2020 ,  introduced the category  of  Buy (Global  –

Manufacture in  India)  for  the acquis it ion of  foreign designed and developed equipment but

to be manufactured in  India

The Buy ( Indian -  IDDM) category  has been afforded the h ighest  pr ior ity  among the forms

of  acquis it ion.

Procurement of  equipment with  enhanced performance metr ics

Funding of  pr ivate sector  design and development projects with  a  specia l  focus on the

Medium and Smal l  Manufactur ing Enterpr ises (MSME) Sector .

ENCOURAGING GOVERNMENT MEASURES

Q U A N T I T Y

L C A  T e j a s  f i g h t e r  a i r c r a f t 83 6700

P R O G R A M M E

V A L U E  ( U S D

M I L L I O N )

M e d i u m  w e i g h t  m u l t i  r o l e

f i g h t e r  a i r c r a f t
114 15000

111 3000

56 1600

Contract awarded

to HAL

C U R R E N T  S T A T U S

100 247

122  sets/yr 26

Chaffs-1 ,00 ,000 :

Flares-1 ,50 ,000
19

15

~100

S . N O .

1

2

3

4

5

6

7

8

9

10

N a v a l  u t i l i t y  h e l i c o p t e r

M e d i u m - l i f t  t r a n s p o r t  

a i r c r a f t

I n f r a r e d  I m a g i n g  S e a r c h  &

T r a c k  S y s t e m  ( I R S T )

F o l d a b l e  F i b e r g l a s s  M a t  

( F F M )  f o r  r u n w a y  r e p a i r

C h a f f  a n d  f l a r e s

L i g h t  C o m b a t  H e l i c o p t e r

( L C H )

M e d i u m  A l t i t u d e  L o n g

E n d u r a n c e  ( M A L E )  U A V

A d v a n c e d  M e d i u m  C o m b a t

A i r c r a f t  ( A M C A )

RFI issued in 2018

Under strategic

partnership

MoD clearance awaited

Design stage

EoI response received

Design stage

Contract l ikely in 2021

Design stage

Major programmes under various stages of procurement stage are mentioned:

P R O G R A M M E

chapter 9



57

UPCOMING DEFENCE ACQUISITIONS

110  contracts s igned with  a  total  value of  INR 1 ,13 ,995  crores

101  Acceptances of  Necessity  (AoNs)  worth INR 2 ,39 ,  000  crores issued.

Letters  of  Intent  for  the acquis it ion of  Mine Counter  Measure Vessels  worth INR 32 ,  640

crores issued.

MAJOR CAPITAL PROCUREMENTS IN RECENT TIMES

Navy Fr igates worth INR 48 ,000  crores 

Apache Attack Hel icopters worth INR 13 ,970  crores

Chinook Hel icopters worth 8 ,000  crores 

Barak Surface to  Air  Missi les worth INR 875  crores 

Poseidon Eight  India  (P8 I )  Long Range Mar it ime Patrol  A i rcraft ,  with  an operat ional  a i rcraft

del ivered and 4  in  advanced stages of  production

36  Rafale  Mult i -Role  Combat Aircraft  from the French manufacturer  Dassault .
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The process of  grant ing Industr ia l  L icenses ( ILs)  has become more l iberal ized and

transparent,  leading to  a  sharp increase in  the number  of  ILs  issued.  The number  rose from

19  in  2013 -14  to  200  in  2018 -19

Strong focus on self-re l iance,  with  a l l  naval  vessels  including submarines on order ,  being

constructed in  India  and a  drop in  expenditure on capita l  procurement from foreign vendors

from INR 35 ,082  crores in  2013 -14  to  INR 22 ,422  crores in  2015 -16

The Streaml in ing of  the Defence exports process has led to  a  s ignif icant  r ise in  the value

of  Defence exports from INR 1 ,050  crores in  2013 -14  to  INR 2 ,014  crores in  2015 -16

There has a lso been a  r ise in  the production value of  DPSUs and OFBs from INR 43 ,746

crores to  INR 51 ,  351  crores

The new Offset  Pol icy  has led to  100% of  the offset  obl igat ions being c la imed by Foreign

Vendors in  2014  and 2015 ,  a  s ignif icant  increase from 63% from 2008 -13

The HAL Tejas,  Advanced L ight  Combat Aircraft  has been inducted into the Indian Air  force

The indigenously  developed warships INS Kochi  and INS Kolkata have been commissioned

with the INS Kalvar i  Attack Submarine inducted in  Dec 2017

The indigenously  developed Akash Surface to  Air  Missi le  Defence System has become ful ly

operat ional .

ENHANCED DEFENCE PRODUCTION MEASURES
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The Indian government and the MoD,  have pronounced their  intent ion,  and have walked their

ta lk ,  by  creat ing pol ic ies and opportunit ies to  catalyze the growth in  the Indian Mi l i tary  & Civ i l

Aerospace industry .  Taking cognizance of  the undue advantage enjoyed thus far  by  the DPSUs

& OFBs,  the pol ic ies have been s ignif icant ly  modif ied,  to  encourage pr ivate sector

part ic ipat ions of  a l l  s izes and capabi l i t ies,  leaving it  for  the market  forces to  takeover  and

establ ish the industry  ecosystem.  The key dr ivers  such as indigenizat ion and an aggressive

government spending on new platforms,  throws up p lenty  of  opportunit ies for  the pr ivate

sector  companies,  for  both establ ished and the new aspir ing ones.  A  wel l  p lanned,  and

per iodical ly  cal ibrated approach,  can make the d ifference between being a  recognized

Aerospace & Defence company or  the mediocre ones,  which continue to  exist  in  the system.

The opportunit ies are  vast  in  the Indian Aerospace & Defence sector .  With  the ever-changing

secur ity  environment in  the APAC region,  whether  i t  is  the uncertaint ies of  North Korea or

volat i le  s ituat ions with  China,  the requirements are  only  gett ing stronger .  As the wor ld  is

gett ing vary  of  China as a  manufactur ing hub,  and looking for  a  new destinat ion,  India  seems

to be emerging as a  favor ite  destinat ion and it  is  the r ight  t ime to  make inroads into

Aerospace Manufactur ing.
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There are  many more industr ia l  sectors that  Tami l  Nadu and Czechia  have in  common.

Healthcare and Medical  Equipment,  Chemicals  and Petro-Chemicals ,  ICT,  E lectronics and

Industr ia l  Design are  some of  the other  sectors where Czechia  and Tami l  Nadu could  come

together  and explore business opportunit ies.  These opportunit ies need to  be explored and

taken forward for  mutual  benefit .  SAS Partners,  a long with  the Southern India  Chamber  of

Commerce and Industry  can help  Czech companies do business in  South India ,  organise B2B

meetings and f ind Indian partners for  the Czech companies.  SAS partners is  a lso specia l ized

in  other  areas l ike  Foreign Investment,  Mergers & Acquis it ions,  India  Entry  Services and

Compl iance.  I f  Czech companies are  interested to  explore opportunit ies in  India ,  SAS Partners

can provide a l l  the necessary  services that  are  required to  do internat ional  business.

60



MoD -  http:/ /mod.nic . in/

Ordnance Factory  Board -  http:/ /ofbindia .gov. in/

Department of  Defence Production -  http:/ /ddpmod.gov. in/

Department of  Industr ia l  Pol icy  & Promotion -  www.dipp.n ic . in

Make in  India  -  http:/ /www.makeinindia .com/

AONs -  ‘Make in  India :  the way ahead for  indigenous Defence production in  India ’ ,  6th  Y.B.

Chavan Memoria l  Lecture del ivered by  A.K.  Gupta,  Secretary  (Defence Production) ,  MoD,  at

IDSA on December  7 ,  2015

DPP 2016 ,  DAP 2020  

DPM 2009

Industr ia l  L icensing Pol icy  in  Defence Sector

Consol idated FDI  Pol icy  (Effect ive from August  28 ,  2017 )

Dhirendra Singh Committee Report

Aatre Committee Report

SIPRI

World  Defence Stat ist ics

TIDCO -  http:/ /t idco.com/

https://www. ibef .org

Tami l  Nadu GUIDANCE -  https:// investingintami lnadu.com/

Invest  India  -  https://www. investindia .gov. in/

Embassy of  the Czech Republ ic  in  New Delhi  -  www.mzv.cz

Uttar  Pradesh Expressways Industr ia l  Development Author ity :  https://upeida.up.gov. in/
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SAS Partners has been in  the forefront  of  promoting and faci l i tat ing cross border

investments with  India  as a  focal  point .  S ince its  inception in  2008 ,  SAS Partners

has been an advisory  partner  for  governments,  businesses and entrepreneurs in

their  endeavor  to  conceiv ing,  implementing and managing path breaking business

ideas to  successful  organizat ions.

Drawing from the inherent  competencies in  legal  and regulatory  knowledge,  SAS

Partners has d iversif ied into tax,  f inance and human resource advisory  services.

Whi le  the offer ings are  sector  agnostic ,  SAS Partners is  bui ld ing a  passionate and

exper ienced ta lent  pool ,  who can address the nuances of  manufactur ing in  India ,

including in  the domain  of  Aerospace & Defence.  

Successful  advisory  interventions with  SAS Partners has resulted in  i ts  c l ients

establ ishing numerous manufactur ing projects,  undergoing result  or iented

corporate restructur ings and expanding businesses through corporate M&A

init iat ives.  

SAS Partners is  establ ishing themselves as an end to  end advisory  partner  for

Indian and foreign Corporates for  doing business in  India .
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“Sugosha”  is  the conch of  Nakula  of  the Mahabharata fame.  Nakula ,  g ifted with  the power  to

see the future,  was cursed that  he must not  share h is  knowledge,  lest  he loses the said

powers.  Lord Kr ishna,  the Chief  architect  of  Kurukshetra  war ,  used Nakula  as the Mi l i tary

Advisor  to  the Pandava leadership .  Lord Kr ishna,  used the knowledge in  Nakula ,  to  posit ion the

fr iendly  forces.  We der ive our  inspirat ion from Nakula ,  as  descr ibed in  the Bhagwat Geeta,  in

fol lowing the pr incip les of  Dharma in  our  Advisory  to  industry .  

Sugosha Advisory ,  is  founded on the pr incip le  of  provid ing “Value Based Consult ing”  to  our

cl ients,  partner ing with  them,  so as to  create an impact  on their  revenue growth.  With  a  team

of erudite  industry  veterans,  having deep domain  exper ience in  the Aerospace,  Defence and

Homeland Secur ity  vert icals ,  Sugosha Advisory  specia l izes in  Defence Pol ic ies,  Procurement
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over  four  decades of  industry  exper ience -  in  Land Systems,  Mar it ime,  Defence & Aerospace,
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approach.  Our  other  core services include Regulat ions & L icensing ( Industr ia l ,  Export  and

Import) ,  Strategic  Business Development,  Market  Entry  for  Defence manufactur ing

companies.  

We at  Sugosha,  a lso publ ish a  monthly  magazine,  DefInsights,  featur ing news focused on

procurement for  the Indian Armed Forces.  DefInsights,  a  Sugosha Media  presentat ion,  enjoys

a c i rculat ion of  more than 3000  professionals  wor ldwide.  We have a l ready received some

excel lent  reviews.
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