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Economy/Policy

INDIA BREAKS BRIC RANKS 
Since Goldman Sachs came out with its much-talked-about report saying Brazil, Russia, India and China will dominate the world's economy by 2040, India has been clubbed with the other three.  However, the World Economic Forum’s Global Competitiveness Index (GCI) gives India the chance to break out. The rankings for 2006-07 place it 43rd, well ahead of Brazil (66), China (54) and Russia (62). Even last year, India, in 45th place, was ahead of the other three. In fact, each of the other three slipped this year: China from the 48th place to 54th, Brazil from the 57th to 66th and Russia from the 53rd to 62nd. 

As in previous years, India continues to score well in indicators related to innovation as well as in the adoption of technologies from abroad. However, a number of weaknesses remain. Efforts to reduce the high fiscal deficit — one of the highest in the world — need to be sustained, and, as in previous years, the lack of appropriate infrastructure impedes growth in more remote regions of the country. Dealing with shortcomings in the provision of health services and education will ensure that the benefits of economic growth are more broadly distributed, the report says. 

“The quality of the business environment in India has improved tangibly in recent years …….. The available evidence suggests that the Indian economy may have entered a high growth plateau — the challenge for the authorities will be to ensure that this process is sustained and that it precipitates further progress in poverty reduction,” said Augusto Lopez-Claros, Chief Economist and head of the World Economic Forum’s Global Competitiveness Network, in a press release. 

The rankings are drawn from a combination of publicly available hard data and the results of the Executive Opinion Survey, a comprehensive annual survey conducted by the World Economic Forum, together with its network of partner institutes (research institutes and business organisations) in the countries covered by the report. (Business Standard: September 27, 2006)
IMF UPBEAT ON INDIA 
India's fast-growing economy was likely expand by 8.3% this year instead of 7.3% as previously projected, the International Monetary Fund said.  
(continued on next page)
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Interest rates might have to be raised further to check inflation, the IMF said in its twice-yearly World Economic Outlook, predicting that India and China would be the twin engines driving the roaring economies of emerging Asia. 

In 2007, India's growth is forecast to slow down to 7.3%, still higher than the 7.0% projected by the IMF in April, after growth of 8.5% in 2005. "On the upside, there is the possibility of even faster-than-projected growth in China …... And in India," the IMF said. 

At the same time, higher inflation due to rising oil prices could pose a risk for India and the country’s monetary authorities might need to raise interest rates further to check an increase in consumer prices. The funding body’s report said there were signs of inflationary pressures edging up in some countries as sustained high growth absorbed spare capacity. 

"In India, inflation has picked up with rising oil prices and strong domestic demand," the IMF said, projecting an inflation at 5.6% this year and 5.3% in 2007. "While the RBI has raised interest rates in recent months, further tightening may be needed to resist inflationary pressures," the IMF said. 

With pressure on the government to spend more, the IMF urged India to take measures to broaden its tax base and reduce state subsidies. "In India, strong spending pressures have emerged, limiting fiscal adjustment in financial year 2006/07," the IMF said. "With the general government deficit and debt still high, further consolidation is clearly warranted at both the central and state government levels, including through measures aimed at broadening the tax base and reducing subsidies."  (Business Standard: September 15, 2006)

CAPITAL EXPENDITURE IN INDIA CROSSES US$ 24 BILLION 
Evidence that the economy is performing well is getting stronger. India Inc’s capital expenditure (capex) touched a new high with manufacturing and services companies spending Rs 1,100,000 mln (app. $ 24 bn) in 2005-06. This is 29% higher than the expenditure in 2004-05. 

What is more, over half the total capex, or 52%, was spent on plant and machinery. Of the rest, 26.5% was spent on capital work in progress and 21.5% on other fixed assets, such as land and buildings. 

“This kind of spending on capital expansion has not been seen in recent times. It has been growing in tandem with growth in corporate earnings and this will increase further as some large companies are now eyeing overseas expansion,” said the chief financial officer of a manufacturing company.  Just 25 firms accounted for over 53% spending on fixed assets and the top 100 companies’ share is 80%. (Business Standard: September 25, 2006)

FOREIGN INVESTMENTS OVER 80% OF NET INFLOWS 
More than 80% of net capital inflows into India in financial year 2005-06 (FY06) were foreign investments, compared to 46% in FY05. The increase was primarily because of portfolio investments, which accounted for half of the net capital flows into the country in FY06, compared to 30% the previous year. Relaxations in capital controls over the years seem to have resulted in the shift from debt creating to non-debt creating inflows such as FDI and FII. 

Out of the non-debt creating flows, the Tarapore committee on fuller capital account convertibility recommends that preference be given to FDI, due to the volatile nature of portfolio investments. In recent years, the proportion of stable inflows (which includes all capital flows, excluding portfolio and short-term credit) has been declining steadily from around 85% of capital inflows in FY02 to 42% in FY06. 

During the year, debt-creating flows remained stagnant at nearly 30%. Within this component, external commercial borrowings have undergone a sharp fall, from $5 billion in FY05 to less than $2 billion in FY06. The fall in external commercial borrowings was compensated by an increase in NRI deposits from a net outflow in FY05, to a net inflow of $2.7 billion in FY06. There has been a dramatic shift in the composition of capital account. (contd on next page) 
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Since early 1990s from heavy dependence on bilateral and multilateral agencies and other debt creating inflows, majority of the capital now flows in the form of FDI and portfolio investments. A surge in foreign investment inflows has been more pronounced in the last five years and its proportion in net capital inflows has risen from an average of 34% in the 1990s to nearly 75% during 2000-06. (The Economic Times: September 6, 2006)

INDIA CONFIDENT 
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The ACNielsen Consumer Confidence Survey for the first half of 2006 shows India in the lead of both the 41-nation global survey as well as the 14-country Asia-Pacific study. This is the third time in a row that India is at the top of the Consumer Confidence Index. 

While the global index has held at 98 points since the last round of the survey conducted in November-December 2005, India’s score is 131, down one notch from 132 in the last survey. Conducted in May-June, the survey covered close to 22,000 people, including over 500 people from India. 

The consumer confidence result for India is in stark contrast with that for the Asia Pacific, where the sentiment is turning negative — the index for the region fell seven points, from 101 to 94. 

The survey shows Indians remain confident of the job market and personal finance: 90% rate employment prospects as excellent or good compared with the regional and global averages of 47% and 53%, respectively. 

Indian consumers’ perceptions of the state of their personal finances is also encouraging — 86% rate them as excellent or good, while the corresponding figure for the region is 45%. (Business Standard: September 26,  2006)

7 INDIAN FIRMS AMONG S&P'S GLOBAL CHALLENGERS 

Seven India-based companies from different sectors have figured in a global list of index provider Standard & Poor's (S&P) 300 mid-size companies that are expected to emerge as challengers to the world's leading blue chip companies. 

The companies are Bharat Forge, Siemens India, Chennai Petroleum, UTI Bank, Punjab National Bank, Nicholas Piramal and Oriental Bank of Commerce.  Designated the S&P Global Challengers, the list comprises publicly traded companies that show the highest growth characteristics along dimensions encompassing intrinsic and extrinsic growth. 

S&P will publish the list on an annual basis, and will track the companies' performance through annual publications, a company release said.  The list is based upon a methodology that applies consistent standards across multiple countries. The attributes used to identify the companies are share price appreciation, sales growth, earnings growth and employee growth. 

However, the list did not consider ADRs/GDRs. But in the case of multiple listings on different exchanges by the same company, only the listing in the home-country was considered. All eligible companies had at least $500 million in total market capitalisation, and at most, $5 billion. The 2006 edition of the list has representation from 32 countries and 10 sectors. (The Financial Express: September 19, 2006)

ICT

TELECOM EQUIPMENT SECTOR TO RECEIVE US$ 1.5 BILLION FDI IN 2 YEARS [image: image2.png]




Foreign investment in the telecom equipment manufacturing sector is expected to touch US $ 1.5 billion over the next two years, by when the already announced plans of global majors start taking shape.  According to a Department of Telecom paper, the sector is already included in the "Strategies and Priorities 2006" and is being monitored by the Prime Minister.  (Business Standard: September 20, 2006)
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IBM TO OPEN SOFTWARE CENTRE IN INDIA 
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International Business Machines Corp. announced that it will establish a new software development centre in Calcutta as part of an overall plan to expand its Indian presence. 

The new centre, which will create 3,000 jobs, will deliver Web-based technologies and business consulting, the company said in a statement. It didn't say when the centre would be fully operational or how much IBM plans to invest in it.  IBM has been aggressively expanding its Indian work force, growing to 43,000 in June from 38,500 workers in December 2005, according to the company’s statement. 

The Calcutta centre will house IBMs second-largest pool of workers after Bangalore, India's key information technology hub in the southern state of Karnataka. “Our new facility in Calcutta will further augment our vast global delivery network that spans three dozen countries, including India,” said Shanker Annaswamy, Managing Director of IBM India. 

IBM will also launch its Appropriate Continued Education Program for the first time in India, enabling science graduates in West Bengal state to train with the company to receive a master’s degree. 

“Our exponential growth in Calcutta is a testimony to our commitment to develop India as a key location for our global delivery capabilities,” said Amitabh Ray, vice president of IBM India's Consulting and Application Services. (newyorkbusiness.com: September 22, 2006)

NORTEL TO INCREASE SOURCING FROM INDIA 
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Nortel Networks is in the process of increasing its sourcing from India. The company, with wide ranging activities in sourcing design and R&D services from India, both from vendors and from its own captive centre, is now looking at India for expanding its manufacturing through original equipment manufacturers (OEMs). Nortel is also scouting for third-party BPO service providers to shift work to India. 

"We expect to source more products from the manufacturing service providers in India that will not only add value and velocity to our growth, but also offer us a competitive cost advantage and time to market," John B Haydon, chief procurement officer, Nortel, said. Currently Nortel sources base stations and switches from Flextronics and Solectron in India.  "India is a significant market for Nortel in terms of sourcing in areas of design service, manufacturing services, network services and business process outsourcing services." he added. 

He said India was pretty good for procuring products like diesel generators, towers, and antennas from the OEMs. Haydon said as Chennai was heading to become India's manufacturing hub, Nortel was planning to move more manufacturing works to be done through the OEMs based out of there. 

Nortel spends approximately $ 7 billion annually towards procuring services and products from its partners. Recognising the potential of India as a sourcing base, Nortel has established an international procurement office in Delhi last year. This is one of the four procurement offices being run by the company worldwide, the other three being in Eastern Europe, Mexico and China. 

Haydon said despite having its own development centre in Bangalore, Nortel would continue to work with R&D services providers. "We are a strong R&D focused company having 13 research labs worldwide and our annual spend on R&D is about $ 1.9 billion. Besides, there is a clear line between our own R&D and what we procure from the service providers. We will continue to leverage more services from our partners in India, to gain competitive advantage in many niche areas," he added. 

Apart from being one of the sourcing hubs, India also promises a lot of opportunities for the company as a market, especially for its wireless communication technology. Recently, the Indian Railways has chosen to use Nortel GSM-R Network, a wireless railway communications technology, to improve the safety and efficiency on the busiest rail artery in Uttar Pradesh. This is the second such contract for the company in India, after it was chosen by the Railways to provide GSM-R solution to the Eastern Railway in West Bengal. (Business Standard: September 22, 2006)
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AUTOMATIVE SECTOR

MARKET FOR HIGH-COMPLEXITY AUTO TASKS TO TOUCH US$ 3.5 BILLION BY '20 
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The auto sector's quest for faster product development has lead to global automakers offshoring virtual manufacturing to Indian players. Estimates peg its value at around US$ 100 million. 

Says Pawan Goenka, president-automotive division, M&M (which has tied up with Renault to roll out the Logan in India): “Using virtual engineering to cut validation and product development time is common. But using it to cut physical prototyping and testing is just about catching on.”  
Mr Goenka admits it will take India’s auto majors two more product cycles before they gain the confidence to move to VM, even though the amount of virtual engineering involved in product development is on the rise. 

Meanwhile, the companies involved in auto offshoring are already looking at a market of the future — the numbers look too appealing to ignore. According to Nasscom VP Sunil Mehta,”While there are no estimates on the potential size of the virtual engineering pie, it forms part of the universe of high-complexity tasks, for which the market opportunity is likely to be $3-3.5bn by 2020.” 

Industry sources say the reason the numbers look so inviting is because VM is part of a larger chain of auto offshoring, which is already attracting big money. Currently, Indian companies are working in the areas of rapid prototyping, digital simulations of plastic moulding, sheet-metal and die casting formations (Harita), virtual manufacturing (Satyam) and physical testing (M&M, Ashok Leyland). “The total chain is already substantial, but because physical testing and rapid prototyping are an integral part of component exports, they don’t show up separately,” says Gopal Srinivasan, director, TVS Electronics. 

IT and auto industry experts agree there’s no way vehicle makers can resist the lure of VM. “Outsourcing will allow soft prototyping or digital mock-up to be done in an even shorter timespan, knocking off almost three months from the entire process; the work can be done more quickly by outsourced engineers,” says BVR Mohan Reddy, founder, chairman and MD, Infotech Enterprises and chair, Nasscom Engineering Services Forum. 

Agrees Ramesh Emani, president-product engineering solutions, Wipro Technologies: “Virtual engineering is a big market and offers huge advantage to companies like Wipro. We can start specialising in certain segments like crash analysis.” Virtual engineering, he says, shortens the product development cycle as it allows remote collaboration involving multiple IT vendors. 

The global engineering and R&D spend in the automotive sector is pegged at $109bn, and is estimated to rise to $154bn by ’20, according to the findings of the recent Nasscom and Booz Allen Hamilton report on ’Globalisation of Engineering Services’. (The Economic Times: September 18, 2006)

GERMAN BIOFUEL TECH FOR INDIAN CARS 
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India and Germany are set to cooperate in engine technology for alternative fuels, given the rising prices and pressure on fossil fuels. German companies have developed engines which can run on bio fuel. Now, with a memorandum of understanding (MoU) signed between the Society of Indian Automobile Manufacturers (SIAM) of India and Verband der Automobileindustrie (VDA) of Germany, technology transfer is set to become a reality. 

India may also benefit by getting technology for more fuel-efficient engines, especially in the case of diesel. Speaking at an Indo-German symposium organised by the ministry of heavy industries, VDA president Bernd Gottschalk said that India has the potential to produce 100m tonnes of bio diesel. It is essential for the two countries to cooperate in the field of both bio fuel compatible engines and use of bio fuel, he added. The two countries should cooperate in the field of clean diesel, better propulsion (continued on next page)
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technologies and harmonise technical regulations. 

According to German Parliamentary state secretary Ulrich Kasparick, it is possible to convert 35% of all transport to bio fuel. Germany will also help India to transfer technology that will substantially bring down the levels of sulphur in diesel. Germany has already started with a 6% bio fuel mix to reduce dependency on fossil fuels. 

India will also explore the possibility of using hydrogen-powered fuels and other fuels as an alternative to fossil fuels given India's rising oil import bill, he added. (The Economic Times: September 11, 2006) 

HYUNDAI TO INVEST US$ 700 MILLION IN INDIA 
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Hyundai Motor is set to invest an additional US$ 700 million into its Indian operations based in Tamil Nadu. The fresh investment will be used for expansion of Hyundai Motor India's (HMIL) passenger car capacity to 600,000 units per annum from the present 300,000, as well as in a new engine and transmission unit. 

The expansion of HMIL’s car capacity as well as the setting up of the new engine and transmission unit, with an annual capacity of 300,000 units per annum, is set to attract new vendors. Close to 20 vendors are expected to set up base near Chennai, resulting in an additional investment of over $200m. 

“Hyundai Motor Corporation (HMC) will be making an additional direct investment of $700 million. However, the total fresh investments, including that of vendors, will be close to $1bn,” informed sources said. 
The Hyundai chairman informed that the company has investment plans of about $700 million in Tamil Nadu. “The Indian auto market has great potential and we are expecting more than 400% growth within the next decade. HMIL must be ready to meet the rapidly growing demands of the Indian car market and must play the role of the global export hub for Hyundai’s small car,” Mr Koo, Chairman of Hyundai,  told HMIL’s workers at its Irungattukottai plant, while highlighting the importance of the Indian market. 

He emphasised on the need for timely completion of the second plant, which is currently under construction to ensure the timely roll out of a new compact car in addition to the Santro Xing. “The second plant, which will be completed by October, 2007 will help increase the export volume up to three hundred thousand units per annum,” he said. The company is aiming for an all time high market share of above 20% in the Indian market, Mr Koo told workers. (The Economic Times: September 19, 2006)

INDIAN INVESTMENTS ABROAD

ONGC VIDESH TO INVEST US$ 500 MILLION IN COLOMBIA 
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ONGC Videsh, the overseas arm of the state- owned Oil and Natural Gas Corporation (ONGC), will invest a further US$ 500 million into the Colombian oil fields it acquired jointly with Sinopec recently. OVL and Sinopec acquired Omimex de Colombia, for US$ 850 mln. Omimex has since been rechristened Mansarovar Colombia in which both Sinopec and OVL have 50% stake. 

OVL sources said the company plans to ramp up production at the Colombian oil fields from the current 20,000 barrels per day (bpd) to 80,000 bpd over the next 12 months. Omimex has onshore production as well as exploration blocks in Colombia with the known reserves of 157 million barrels. 

Sources said the company would use the revenue generated from the oil fields to ramp up production with no fresh Indian investment from India slotted for the project. At the time of acquisition, OVL had said that production could be ramped up to 1,00,000 barrels per day, half of which would be OVL’s share. OVL had calculated at the time of concluding the deal that the revenues from the oil fields would amount to $1 billion. (continued on next page)
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Sources indicated that the current drop in crude oil prices would not affect the price of the Colombian crude as it is a heavier crude than the WTI benchmark (West Texas Intermediate - a sweet crude whose price is used as a benchmark). “Our calculations are based on a crude price of $ 55-56 per barrel,” the sources said. Omimex, which is registered in Delaware, entered Colombia in 1994 with the acquisition of Texaco’s 100 per cent interest in the Velasquez fee mineral property. Subsequently, it bought the remainder of Texaco’s Colombian assets, including 50% interest, in the nearby Nare and Cocorna Association Contracts. (Business Standard: September 27, 2006)

BHARTI ENTERPRISES IN GUERNSEY 
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Bharti Global, a subsidiary of Bharti Enterprises (Airtel), will now operate cellular services in Guernsey, located in English Channel, northwest of France.  This is the second licence Bharti has got in the area. The first one was in Jersey, which forms a part of Channel Islands. Guernsey’s economy depends on financial services and tourism. It has a population of 70,000. 

"We are committed to providing world-class telecom services in the region," Bharti CMD Sunil Mittal said. 

With this licence, Bharti will now have operations in three countries outside India, where it the largest private operator with over 25 million cellular subscribers. Bharti has been providing cellular and landline services in Seychelles since 1998. (The Times of India: September 22, 2006)

UPCOMING TRADE FAIRS IN INDIA

	Title
	Venue
	Date
	Extra Information



	Trade fairs in 2006



	Broadcast India Exhibition & Symposium
	World Trade Centre,

Mumbai
	24th – 28th October
	Saicom Trade Fairs & Exhibitions Pvt. Ltd., Mumbai.

E-mail: saicomtradefairs@vsnl.com
Fax: 00-91-22-22151269

	EU Karnataka IT Asia Enterprise 2006
	Bangalore
	30th -31st October
	The Council of EU Chambers of Commerce in India, Mumbai.

Fax: 00-91-22-22854564;

E-mail: info@euindiachambers.com 



	India Chem 2006
	Mumbai
	8th – 10th November
	Trade Fair Secretariat, FICCI, New Delhi. Fax:00-91-11-23359734;          E-mail: anindyasarangi@ficci.com   

	2nd Indian Paper 2006 – International Trade Fair & conference on Paper, Stationery, Machinery & Allied Industries
	VAPI, Gujarat
	10th – 13th November
	Sai Expocon India Pvt, Ltd., New Delhi

Fax: 00-91-11-41536887; E-mail: saiexpocon@yahoo.co.in; indianpaper2006@yahoo.co.in   

	India International Trade Fair
	Pragati Maidan, New Delhi
	14th – 27th November
	India Trade Promotion Organization, New Delhi. Fax: 00-91-11-23371869; 

E-mail: iitf2006@itpo-online.com; 

Web: www.iitfonweb.com 

	Indian Jewellery Show ‘06
	Pragati Maidan,

New Delhi
	7th – 10th December
	India Trade Promotion Organization, New Delhi. Fax: 00-91-11-23371492; E-mail: itpo@itpo-online.com 

	FIRE & SECURITY INDIA 2006 –

Organised by Conferences & exhibition

Management Services
	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg
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UPCOMING TRADE FAIRS IN INDIA (C0NTD)

	GLASSTECH INDIA 2006 / HOLLOW

GLASS INDIA 2006
	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg



	MACHINE TOOLS INDIA 2006 

	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg



	INDUSTRIAL AUTOMATION 2006 –


	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg



	3PINDIA 2006: Plastic Printing &

Packaging 


	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg



	AUTOMECH INDIA 2006 
	Pragati

Maidan,

New Delhi


	13 – 15

December


	• http://www.cemssvs.com.sg

• Mailto: info@semssvs.com.sg



	Trade fairs in 2007



	India Engineering Meet & Exhibition
	New Delhi
	22nd – 25th January
	Engineering Export Promotion Council, New Delhi. Fax: 00-91-11-23310920; E-mail eepcto@eepc.gov.in 

	CHEMTECH and PHARMABIO

WORLD EXPO 2007 – Organised by

Chemtech


	Mumbai
	27 – 31

January


	• http://www.chemtech-online.com

• Mailto: hemant_shetty@jasubai.com



	India Stonemart 2007
	Jaipur
	1 – 4 February, 2007
	Web: www.stonemart-india.com
E-mail: info@cdos-india.com


	Aero India 2007 – 6th International Aerospace & Defence Exhibition
	Bangalore
	7th – 11th February
	Federation of Indian Chambers of Commerce & Industry (FICCI), New Delhi. Fax: 00-91-11-23359734; E-mail: aeroindia@ficci.com 

	17th International Engineering & Technology Fair (IETF 2007)
	Pragati Maidan, New Delhi
	13th – 16th February
	Confederation of Indian Industry (CII), New Delhi. Fax: 00-91-124-4014083; 

E-mail: ciico@ciionline.org; 

Web: www.ietfindia.com   

	Airport & Airline 2007 Expo
	New Delhi
	26th – 28th March, 2007
	Web: http://www.exhibitionsindia.com
E-mail: exhibitionsindia@vsnl.com
Fax: 91-11-42795098




Edited by Mr. Dalip Kumar, Second Secretary, and Mr. Ashok C. Kaushik, Marketing Officer, Embassy of India, Buitenrustweg 2, 2517 KD The Hague. Tel: 070-3469771; Fax: 070-3462594; E-mail: markoff@bart.nl ; Web: http://www.indianembassy.nl 
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