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From the Editor

Good Things in Small Packages

There is a reason why Piyush Goyal’s Interim Budget and Nirmala Sith-
araman’s Budget 2019 failed to kick-start India’s growth engines – but 
Budget 2020 could.

Goyal’s Interim Budget was tasked with winning the elections with sops to the 
poor and the farmers. It succeeded there but failed to revive the economy. Sithara-
man’s first Budget, the Economic Survey and subsequent announcements idealis-
tically pointed at China’s growth model and aimed at rekindling the “animal spir-
its” in the economy, cutting corporate taxes, consolidating banks, incentivising 
exports and real estate and injecting liquidity.

But the assumption in both the Budgets that India’s slowdown was deepening 
due to failing investment cycle and lack of growth in exports was a woefully wrong 
diagnosis. India’s exports have been flat since 2013, and private investments have 
been slowing for at least seven years. But the economy was still chugging along at 7-8 
per cent. GDP’s sharp deceleration in previous quarters (from over 8 per cent to 4.5 
per cent) wasn’t triggered by that. Instead, it was due to failing CONSUMPTION.

Ignoring the need to stoke demand in the economy proved to be a mistake as 
the nation wasted four-five quarters waiting for the turnaround.

But since then, having toured the length and breadth of the country as finance 
minister to meet with industries, SMEs and economists, Sitharaman acknowl-
edges the consumption crisis and has finally got around to working on it. That’s 
the most heartening aspect of Budget 2020. 

Higher disposable income with individuals and higher investible surplus with 
companies were the two prerequisites to restart the consumption cycle. Within 
the constraints of a tax shortfall and rising fiscal deficit, Sitharaman appears to 
have worked at both ends.

The benefits of the new personal income tax regime being limited to income up 
to `15 lakh per annum has a vital significance. New tax rates will not make sense 
for those availing all or most of the tax exemptions. But only 9 per cent of taxpay-
ers avail all exemptions. The new scheme still makes sense for 91 per cent of those 
earning up to ̀ 15 lakh per annum. Given that over 85 per cent of India’s 5.5 crore tax-
payers earn less than `15 lakh, they may choose to switch to the new regime with 
higher disposable income. Extension of `1.5 lakh exemption of interest payment on 
loan availed for affordable housing by another year and deferring tax on ESOPs by 
five years will all provide confidence to the middle class to spend.

Businesses can look forward to “Vivad Se Vishwas” – the new direct tax am-
nesty scheme, the only one of its kind to exempt both interest and penalty from tax 
dispute. If settlements could unlock even a fraction of the `9.41 lakh crore stuck in 
4.83 lakh direct tax disputes, it would release enormous money into the economy 
to invest in plants, new offices and in creating jobs. 

The other big move of massive hikes in protectionist import tariffs in many 
sectors may be a regressive move that will raise cost of products for consumers but 
will strengthen balance sheets of companies impacted by cheaper imports. Some-
thing that could trigger their investment cycles and possibly jobs. Push for infra-
structure spending (despite relatively small hikes in allocation) will likely keep the 
public expenditure engine going strong, if not stronger.

Even though Budget 2020 may be remembered for the new personal tax re-
gime, thanks to a host of small initiatives, history may remember it as the Budget 
that restarted – however slowly – India’s consumption and investment engines 
following the “deep slowdown”. 
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FMCG, DURABLES 
CONSUMPTION  
TAKES A TUMBLE
FMCG and consumer durables sectors have been on a slow 
growth trajectory over the past four quarters, beginning  
Q4-FY19. Initial signs of slowdown came when the large 
players saw demand softening. Multiple factors, including the 
liquidity crisis that began in Q2-FY20, had a ripple effect on the 
economy, and impacted the FMCG sector, which is dependent 
on sufficient availability of cash in the economy

By Shivani Sharma
Graphics by Tanmoy Chakraborty

FMCG GROWTH 
DOWN TO 
SINGLE DIGITS
FY19 was tough for FMCG. 
Growth in traditional trade, 
which forms a large part of 
FMCG sales, was much slower 
in the last quarter of FY19, due 
to shrinking consumption 

Source: Nielsen, RBI, MOSPI, CMIE, Ace Equity, Industry Outlook, CARE Ratings

The Point
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Share of traditional 
trade in FMCG
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Growth in FMCG 
consumption in Q4 

FY19; much less than 
12% in Q4 FY18

`41,279
CRORE

Net FMCG sales in 
Q2FY20; 3.3%  

lower than in Q1
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oil production. 
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DURABLES  
FEEL THE  
HEAT

LESS TO 
SPEND

Slump Hits  
Food Products 
Output
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Rural Stable; 
Urban 
Decelerates

Production of consumer durables 
fell 9.9% in quarter ended 
September 2019. LCD/LED monitors 
saw the sharpest fall of 55%

At 7.4%, disposable 
income growth in 
2019/20 is the lowest 
in six years
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Computers & 
peripherals

Falling consumption has 
hit production of various 
food products. Vegetable 
oils have suffered the most; 
production of groundnut 
and coconut oil has fallen 
drastically. Fruit pulp and 
fruit juice declined 36% 
compared to 64% growth in 
the year-ago period

Groundnut oil
Coconut oil

Fruit pulp and 
fruit juice

Milk powder
Butter

Rawa (sooji)
Breads, buns  

and croissant
Instant coffee

Wheat flour (atta)

Milk

In the fourth quarter of 
2019, growth in rural sales 
remained stable at 5.2% 
as against 5.3% in the 
previous quarter. But urban 
continued to decelerate - 
8.4% in Q3, 7.4% in Q4 2019
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Per capita GDP growth 
in FY20, lower than the 
5.53% in FY19. Private 
consumption has been a 
victim of falling per capita 
GDP, resulting in lower 
demand and production
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SPIKE IN NEW 
INVESTMENTS
In the December 2019/20 quarter, 
new investments announced by the 
public and the private sector touched 
`4.27 lakh crore, the highest in seven 
quarters. This is almost double the  
`2.5  lakh crore announced in the  
first two quarters of 2019/20 

The Point

CRORE
The cost of the largest 
public sector project 

announced – the Andhra 
Pradesh government's 
solar power project in 

Kurnool district

`26,000

LAKH CRORE
The spike is mostly due to the 
largest project announced – 

Interglobe Aviation’s  
proposal to purchase 300 

A320neo aircraft

`2.34

LAKH CRORE
New projects announced  

in March 2010 quarter,  
the highest in 10 years

`8.76
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HALF-YEARLY GROWTH (%)GVA Blues
For India to get to the target 
of 5.2% GVA growth in H2, 
services and agriculture will 
have to play a major role, 
according to CARE Ratings

Agriculture, 
forestry and fishing
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3.5

AE H1 H2

Construction
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Mining and 
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-0.3
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FY20*: First advance estimates 
H2 numbers calculated by CARE Ratings
PFCE: private final consumption 
expenditure; GFCE: government final 
consumption expenditure; 
GFCF: gross fixed capital formation
Source: CARE Ratings

TOO OPTIMISTIC
According to the first advance estimates released by the 
Ministry of Statistics and Programme Implementation, 
GDP growth for FY20 is expected to be 5 per cent, the 
lowest in 11 years. And even to reach this level, the economy 
will have to grow at 5.2 per cent in the second half, as the 
first half saw growth of only 4.8 per cent. This is a tall 
order considering the tepid growth in exports and gross 
fixed capital formation
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8.7%

Required growth in 
government expenditure in 
the second half. This will be 
difficult to reach since the 
government breached its 

yearly fiscal deficit target as 
early as November 2019

7.5%

Required rise in private 
consumption in H2, 
much more than the 
4.1% in the first half

3.5%
Required growth rate 
in agriculture in H2, a 
sharp rise from 2.1% in 
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The Point

AUTO ANCILLARY 
WHEELS SEE 
A SLOWDOWN

The industry’s sales declined from `20,050 crore in 
March 2019 quarter to `15,185 crore in December 2019 
quarter. A similar trend is seen in the tyre and allied 
industry, where sales fell from `12,978 crore to 
`10,547 crore during the same period
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Central 
Spending 
Falls Short 
of Mark
The Centre is set to keep 
its expenditure at 92 per 
cent of the budgeted 
amount (lower than the 
budgeted amount by 
nearly `2.2 lakh crore). 
The actual expenditure 
is likely to be around 
`25.6 lakh crore. It will be 
the widest gap since FY15
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6.94%
Projected growth in 
states’ capital outlay 
(`5.8 lakh crore) for FY20. 
Though the amount is 
higher than the `5.4 
lakh crore in FY19, the 
increase is much 
lower than the robust 
38.1% growth last year

45.5%
Net tax receipts as per 
cent of the 2019/20 
Budget estimate in 
April-November. In the 
same period of 2018/19, 
the figure was 49.4% of 
the annual target
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APPAREL 
EXPORTS 
SLIDE 
Apparel and textile exports 
are set to end 2019/20  
at $15.9 billion, the lowest  
in five years. The 1.4% fall  
makes it the third  
consecutive year of decline

The Point

BANK 
CREDIT TO 
INDUSTRY 
CONTRACTS
Incremental bank credit  
grew just 1.8% during  
April-December 2019  
compared to 7.7% during  
the same period a year ago
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India Inc’s  
Export Pie 

Shrinks
India’s merchandise exports  
grew 18% in rupee terms in  
FY19. Still, contribution of  
exports to total income of 

corporate India did not  
show any meaningful rise
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FIRING 
UP TWO 

CYLINDERS
BY JOE C. MATHEW

The Budget aims at boosting 
consumption and private investment to 

pull the economy forward  

O
n February 1, Finance Minister Nirmala Sithara-
man made a Budget speech that will be remem-
bered for its length and sobriety. It lasted for al-
most three hours – the longest in the history of 
Indian Parliament – and lacked the number games 
that are often associated with Budget announce-
ments. No claims of astronomical increases in 
budgetary allocations, no unrealistic revenue 
projections. What the minister did was to present 
a string of measures that are expected to improve 
the financial health of agrarian and rural India, 
leave some money in hands of taxpaying citizens 
and improve investment opportunities for private 
enterprises, both foreign and domestic.
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The immediate response of stock markets – the BSE 
Sensex ended the day down by 988 points, the steepest 
Budget day fall in a decade - suggests the announcements 
didn’t match expectations, at least that of stock investors. It, 
though, partially recovered on January 3 by rising 136 points.

But nobody expected miracles. The country has been 
going through an economic slowdown. Of the four growth 
engines, only one, government expenditure, has been push-
ing growth for six quarters now. Private investment has hit a 
seven-year low while exports have been flat since 2013. The 
deceleration got worse when private consumption, including 
money spent by individuals on durables, automobiles, FMCG 
and housing, crashed six quarters ago due to reasons starting 
from the twin shocks of DeMo and GST and covering aspects 
such as liquidity crisis in banking and NBFC sectors and ram-
pant job losses. Exports, the fourth engine, have not grown 
since 2013 due to reasons beyond our control. Trade skirmish-
es between the world’s largest economies, the US and China, 
geopolitical issues in West Asia and moves like Britain exiting 
the European Union have all made export growth uncertain. 
Given the fiscal constraints – reduction in tax revenues, mas-
sive shortfall in disinvestment receipts and a large chunk of 
the Budget already taken by committed expenditure, the only 
areas where government intervention, both in terms of policy 
push as well as resource allocation, could have helped were 
improving spending capacity of people and encouraging do-
mestic and foreign enterprises to invest. And that is precisely 
what Sitharaman’s Budget has attempted to do.

Consumption Push
The foremost intervention has been in the agriculture and 
rural economy, which employs over 50 per cent of India’s 
population and contributes over 16 per cent to the gross do-
mestic product. Sitharaman listed out 16 short, medium and 
long term measures to increase incomes of rural, agricultural 
households, with a cumulative Budget allocation of ̀ 2.83 lakh 
crore for 2020/21, about 12 per cent higher than the previous 
year’s `2.49 lakh crore. Most of these schemes are not new 
but the government has succeeded in synchronising them 
to develop a farmer friendly ecosystem — from village-level 
mechanism to store agriculture produce to taluk-level ware-
houses to supply chain logistics, including air-conditioned 
express freight trains and krishi udan (aircraft to carry agri-
cultural produce) — to double their income. There is the One 
Product One District Scheme to push horticulture produc-
tion and marketing, another one to double milk processing 
capacity from 53.5 million MT to 108 million MT by 2025. The 
agriculture credit target for 2020/21 has been set at `15 lakh 
crore, and all eligible beneficiaries of the PM-KISAN income 
support scheme (8.81 crore got the first instalment) will be 
covered under the Kisan Credit Card scheme. “The Budget 
allocation will aid in enhancing productivity and improving 
income of farmers with access to markets that will eventually 

COVER STORY

BUDGET 2020

CONSUMPTION 
BOOST
Positives
• New tax exemption 

system to leave more 
money in hands of  
taxpayers 

•  Agricultural credit 
target of `15 lakh crore 
for 2020/21; PM-KISAN 
beneficiaries covered

• Turnover threshold  
for audit of  
MSMEs increased

• Enhanced social  
security through  
pension and insurance 
penetration

Negatives
• Doubling farmers' in-

come is conditional to 
several measures to be 
adopted by states and 
the Centre. No short-
term measures to 
increase farm incomes

• Payment delays by 
troubled discoms can 
derail solar power 
generation-based in-
come plan for farmers

INVESTMENT 
PUSH
Positives
•  No Dispute But Trust 

Scheme – ‘Vivad Se 
Vishwas’ Scheme – to 
unlock large amounts 
stuck in litigation

• Tax concession for 
sovereign wealth fund 
of foreign govern-
ments and other 
foreign investments

• A scheme to provide 
subordinate debt for 
MSME entrepreneurs

• Concessional corpo-
rate tax rate of 15% 
extended to new 
domestic companies 
engaged in generation 
of electricity

• National Logistics 
Policy to be launched 
soon

• NIRVIK Scheme 
for higher export 
credit disbursement 
launched

• Setting up of an  
Investment Clearance 
Cell to provide  
end-to-end facilitation

• Dividend distribution 
tax removed and clas-
sical system of divi-
dend taxation adopted

Negatives
• Tax concessions to 

pension funds may 
attract investments in 
operational assets, not 
greenfield projects

• Abolition of DDT can 
result in high dividend 
payouts instead of  
re-investments

PUBLIC  
EXPENDITURE
Positives
• Accelerated develop-

ment of highways

• 100 more airports to 
be developed under 
UDAN

• National Infrastructure 
Pipeline projects  
worth `103 lakh crore 
announced

• National Mission on 
Quantum Technolo-
gies and Applications 
with an outlay of  
`8,000 crore proposed

Negatives
• Too much reliance  

on disinvestment 
proceeds

• Reduction in  
allocations to key 
social sector  
schemes like  
MNREGA

The Budget 
Equation



help in reducing farm distress, helping the sector achieve the aspiration-
al growth rate,” says Simon George, President, Cargill India.

Yet another scheme expected to encourage consumption is an in-
come tax regime where individual taxpayers can opt for reduced tax 
rates after forgoing most deductions and exemptions. Sitharaman said 
it could lead to a loss of `40,000 crore for the Centre. Since only 9 per 
cent taxpayers use all exemptions, 91 per cent out of 5.5 crore taxpayers 
will find the scheme attractive. So, it will be money transferred to the 
tax payer. “The  optional personal tax regime is aimed at simplification, 
while proposals to de-criminalise civil offences, introduce a Taxpayers’ 
Charter and introduce an income tax dispute resolution scheme are 
aimed at building trust and reducing litigation,” says Gautam Mehra, 
Leader Tax & Regulatory, PwC India.

Sitharaman has extended the last date of availing the additional tax 
deduction benefit of up to `1,50,000 for interest paid on loans on af-
fordable houses from March 31, 2020, by another year. The tax holiday 
on profits earned by developers of affordable housing projects approved 
by March 31, 2020, announced in the last Budget, has been extended by 

one more year. The moves will push 
house sales, key for cement, steel, 
tile, electrical and construction sec-
tors, and employment.

For start-ups, the Budget has 
proposed deferring the tax payment 
on Employee Stock Option Plans, a 
popular way adopted by start-ups to 
attract and retain talent. Employees 
can now defer tax payment by five 
years or till they leave the company 

or when they sell their shares, whichever is earliest. This is expected to 
have a direct impact on consumption. 

Ease of compliance is another area which can provide relief to a sig-
nificant section of India’s small and medium enterprises. The Budget 
proposes raising the turnover threshold for compulsory tax audit from 
`1 crore to `5 crore. “It will come as a welcome relief for a large number 
of traders,” says Anil Bhardwaj, Secretary General, Federation of Indian 
Micro and Small & Medium Enterprises. 

Social security through enhanced pension and insurance penetra-
tion, and schemes like employment guarantee programme, are meant 
to spread thin government resources to benefit huge sections of the 
society. Some, like Ayushman Bharat and Pradhan Mantri Gram Sadak 
Yojana, have got extra allocation too. 

Private Investment
The protectionist sharp hike in import duties takes India back to the pre-
reforms era that created a high cost economy with poor quality products 
for which consumers paid through their nose. But for the moment, it 
will strengthen balance sheets of industries hurt by cheap imports in the 
hope that they will create new capacities and jobs. The Budget has raised 
import duties to encourage investments in local manufacturing. Import 
duty on trucks and buses has risen from 25 per cent to 40 per cent; auto 
components (15 per cent to 30 per cent); footwear (25 per cent to 35 per 
cent), mobile phone components (10 per cent to 20 per cent); fans, wa-

LAKH CRORE  
Total budgetary allocation  

to top 11 sectors

`25
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of over 1,89,000 cases, and if the Vivad Se Vishwas Scheme 
can help settle even a fraction of the `9.41 lakh crore, that 
money would flow into the economy for fresh economic 
activity, capacity creation and jobs.

The new scheme to promote electronics, including mo-
bile, semi-conductors and electronic equipment, and the 
NIRVIK (Niryat Rin Vikas Yojana) Scheme to ease lending 
process and enhance availability of credit to exporters, will 
encourage local production. All eyes are now on the pro-
posed National Logistics Policy to remove infrastructure 
bottlenecks that affect the supply side for manufacturing.

Smoothening investor sentiment has been the second 
area. Abolishing dividend distribution tax (DDT), impetus 
to start-ups, creating an enabling environment for foreign 
investors and sovereign wealth funds, the list is long, says 
Vikas Vasal, Partner & Leader-Tax, Grant Thornton India. 
Industry chambers CII and FICCI share the view. The pro-
posal to transfer the incidence of DDT from corporates to 
individuals has been a long-standing demand.

The move to allow FDI and External Commercial Bor-

ter heaters, ovens, insect repellents (10 per cent to 20 per 
cent); and toys (20 per cent to 60 per cent).

The apex exporters’ body, Federation of Indian Export 
Organisations (FIEO), says the measures can help exports 
also in the medium to long term.  “The focus on standards 
and quality will facilitate export of quality products, en-
abling Indian manufacturers meet technical standards and 
cross barriers erected by many trading partners, while also 
stemming cheap quality imports, protecting the domestic 
industry,” says Sharad Kumar Saraf, President, FIEO.

Another big step is an amnesty scheme to unlock huge 
resources stuck in tax litigation with the government and 
bringing certainty to financial deals and transactions for 
firms and individuals. Modeled on the lines of its prede-
cessor, the Sabka Vishwas Scheme, of Budget 2019 for in-
direct taxes, the Vivad Se Vishwas Scheme, announced this 
Budget, is an offer to settle 4,83,000 direct cases pending 
in various appellate forums, i.e., Commissioner (Appeals), 
ITAT, high courts and Supreme Court, involving a massive 
`9.41 lakh crore. Last year’s scheme had resulted in settling 
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Managing Accounts
The government estimates 10% nominal GDP growth in 2020/21. 

Is the fund allocation in tune with the goal? 
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vest in their business; most high dividend companies do 
not need to invest. The government has allocated `4.1 lakh 
crore (18 per cent growth over FY20RE) for capital expen-
diture in FY21 but a significant portion of that pertains to 
capital investment in government telecom companies.” 
The pessimistic observation made by Kotak Insitutional 
Equities explains both the government’s approach and the 
stock market response on Budget day. Several experts say 
they are waiting to see the level of implementation.   

For the time being, the government remains focused 
on efforts in keeping the only engine, public expenditure, 
on which it has complete control, kicking. The revenue 
projections may be subdued but budgetary allocations 
have not dipped for key sectors. Transport infrastructure 
as a whole gets `1.69 lakh crore, not a huge jump from the 
previous year’s `1.58 lakh crore, nevertheless, a jump. The 
allocation for the energy sector has also been increased; 
it’s `40,740 crore for 2020/21, up from `38,127 crore in 
2019/20. Extra-budgetary resources, government bonds, 
etc, are also going to be utilised more in 2020/21.

For now, a lot depends on whether the current effort to 
revive the two growth engines – consumption and private 
investment – succeeds, and to what extent. And that’s not 
just dependent on the government. Individuals need to 
see value in the new income tax scheme and have the con-
fidence to spend; and industry will need to see value in the 
amnesty scheme and in the public expenditure push. But 
to the extent that there is finally an acknowledgement of 
the need to kick-start consumption before prodding in-
dustry to invest despite low capacity utilisation (as was 
being attempted in the previous two Budgets) the Budget 
2020 may just do the trick.   

 @joecmathew

rowings in education will incentivise investment in higher 
education. “Given the constraints the finance minister was 
facing, this has been a comprehensive statement. We expect 
more money will be left in the hands of people that will spur 
consumption and industrial growth. Much of this money 
will go towards capital expenditure in infrastructure and 
agriculture – two areas that can have the maximum growth 
enhancing impact,” says Sangita Reddy, President, FICCI. 

A total of 100 new airports and 100 per cent tax ex-
emption on all types of income in case of major FDI in-
vestments in infrastructure projects before 2024 could 
boost investments in infrastructure. Neeraj Akhoury, 
Vice President, Cement Manufacturers Association and 
CEO & Managing Director, ACC, says special emphasis 
on infrastructure development that the government has 
given over the past few months has been strengthened in 
the Budget. “The focus on project preparation facilities 
for infra projects and the national logistics policy that 
will be released soon should boost infrastructure. Priori-
ties given to households, roads, railways, economic cor-
ridors, solar power and accelerated development of high-
ways should boost development and wealth creation,” he 
points out.

Execution Blues
“The government has chosen to provide fiscal stimulus 
through higher spending in parts of the economy, reduc-
tion in personal income taxes and abolition of DDT. How-
ever, we are unsure if there will be any meaningful impact 
from the proposed alternative personal taxation regime 
(lower tax rates without exemptions) as individuals may 
opt to continue with the current regime (higher rates with 
exemption) or abolishment of DDT as companies may 
choose to simply pay higher dividends rather than rein-
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Discouraging Imports
Customs duty has been increased on various items to boost domestic production
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id you have any partic-
ular constituencies in 
mind while preparing 
the Budget?

I don’t think I had any specific constitu-
ency in mind. I didn’t go through a sec-
toral approach where I have to do some-
thing for a sector or industry. We were 
looking at the economy at large and the 
macro-economic fundamentals being 
what they are, how are we going to move 
forward.

What were the assumptions be-
hind the `40,000 crore income 
tax revenue forgone?
That’s based on an approximate calcu-
lation. You have a taxation regime with 
over 120 exemptions. I’m an honest tax-
payer and want to pay tax. From the in-
come I get after availing all exemptions 
available to me which is my right, I can 
pay this much tax. I pick up a few exemp-
tions for which I can spend money. As a 
department I will know how much you 
pay after exemptions used. But it would 
be very difficult for me to estimate from 
this, how many would find it beneficial 
to come into the new regime. If the tax-
payer sees benefit in moving to the new one this is what I will forgo. That is 
the approximation we have done.

The rich are saying that the government wants us to create 
wealth, yet we are the most taxed...
We made deep cuts in the rate for middle and lower middle income groups. 
The idea was they should have more money in hand. They may choose to 
save it, buy a flat or a vehicle or invest in stocks and shares. The money had 
to go into the hands of the middle and lower middle income groups. The sec-
ond objective was to gradually move towards a regime where tax rates will 
be significantly lower than today. And it will be simpler to comply, which 
could mean remove exemptions. In some countries, they say if you are earn-
ing `20,000 you pay `2,000 or `5,000 and the rest is yours. I am not saying 
we are going towards that. But the system should become simpler to comply. 
Today, I can easily say, paanch saal ke baad hum simpler system banayenge (we 
will make a simpler system after five years). The intention is to lay the foun-
dation for it. We started the process not to say the old scheme is removed and 
everybody should come into this. Who is forcing you? That’s the logic.

Are you going to tax NRI income?
An NRI who lives in Dubai or another country, earns money there. He is not 
taxed at all, but has some earnings through something in India. But since 
he doesn’t live here, he doesn’t pay tax here. We are saying, for that income 
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“THERE WILL 
BE GOOD  

RESPONSE 
TO DIRECT 

TAX AMNESTY 
SCHEME”

A day after she presented her second Budget, Business Today 
caught up with Finance Minister Nirmala Sitharaman in her 
North Block office to find out the reasoning behind the key 

initiatives in Budget 2020. Edited excerpts: 

which is generated in India, pay a tax.
If he is earning something in a juris-

diction where there is no tax, why will 
I include that into mine? That is being 
generated there. If you have property 
here and earn rent out of it, but since you 
live in a tax-free jurisdiction, you carry 
this rent into your income there and pay 
no tax there and pay no tax here. Since 
the rent is coming from here, I have the 
sovereign right to take that into my con-
sideration or not. I’m not taxing what 
you are earning in Dubai.

How much revenue do you ex-
pect from the direct tax amnesty 
scheme?
The recent experience in indirect taxa-
tion dispute redressal shows that the 
majority of taxpayers came to a settle-
ment. Yes, in high-value disputes, many 
chose to go through the legal route. 
That's fine, it’s a choice we have given. 

D
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to the economy, which we have taken 
seriously. We have also laid the path be-
fore everybody to see where the money 
is going to be spent. It is investment in 
creation of infrastructure and asset cre-
ation. There is a cascading effect of that 
on the economy, like jobs created in situ 
or core industries, which will benefit by 
the demand for their products and so on. 
So, both immediate and long-term infra-
structure is an area in which we think it 
is worth spending and that is how public 
spending should happen.

What is the reasoning behind with-
drawal of tax exemption on life in-
surance?
I am not sure if every salaried person is 
waiting for the incentive to insure his 
life. Today, when you have moved out 
of the socialist model of governing your 
economy and opened up stock markets, it 
is for the person to take a call on where to 
invest. So if there is a worry that insurance 
will come down, I tend to believe that this 
incentive alone is not the reason. If at all 
it does have a bearing, with other options 
open, it will only go towards something 
else which is also going to help the econ-
omy. They can put it in mutual funds, they 
can buy bonds... So there is no need to 
worry that if it is not invested here, it will 
be thrown into the sea.

Why the expenditure cuts?
I don’t think we have reduced anybody’s money. Let’s be practical and real. At 
the time of the July Budget, with not even six months before the Revised Es-
timates coming in, should we not be realistic enough to understand what the 
absorption capacity is? I do give an annual target, but actually you have only 
six months before the RE comes in. So do I, because I have made this Budget 
Estimate. Whatever you have utilised, that is all I will claim.

How realistic is the `2.1 lakh crore disinvestment target?
The last Budget was in July 2019, and I did not have full 12 months. That 
doesn’t mean DIPAM (Department of Investment and Public Asset Manage-
ment) did nothing.  They have done a massive amount of work. In Air India, 
for instance, they have already come to issuing the Expression of Interest. 
Similarly, on others, they are rushing to do the necessary footwork. For every 
such deal, sufficient time needs to be given to those who want to consider it. 
Now, if all that is happening, and because I have said (about Air India sale) in 
July, if I am not getting the money out of  the sale by March 31, you can say that 
you gave a number and you have not even sold it. So what’s the guarantee you 
will sell it the next day? It is a legitimate question to ask. But look at the rea-
sons behind it. Then you may ask, did you know about this in July? Of course, 
I knew it. But I also need to ensure that these things are happening. 

 @BT_India

”Objective was to 
gradually move towards 
a regime where tax rates 
will be significantly 
lower than today”

Going by experience, we feel that will 
happen in direct taxation, too.

When I moved around the country, 
looking at tax administration, we took 
inputs from various sections and came 
up with a scheme. Since there is popular 
demand, we think there will be a good 
response.

What are the spending priorities 
of the government?
The government’s responsibility is to-
wards giving the necessary impetus 
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OVERSPENDING 
FOR GROWTH

BY DIPAK MONDAL
ILLUSTRATION BY RAJ VERMA

The Budget reveals the government is 
willing to stretch its finances by going off 

the fiscal glide path

T
he government has bitten the fiscal bullet 
and taken the option of diverging from the 
fiscal deficit glide path in favour of stimu-
lating growth. The Budget, presented by 
Finance Minister Nirmala Sitharaman, 
has taken the 0.5 per cent escape route 
provided by the Fiscal Responsibility and 
Budget Management (FRBM) Act and re-
laxed the fiscal deficit — the amount by 
which its expenses exceed receipts — tar-
get from 3.3 per cent to 3.8 per cent of GDP 
in 2019/20. This without taking into ac-

count the `1.72 lakh crore raised through 
extra-budgetary resources. If these are 
added, the fiscal deficit goes up to 4.6 per 
cent. The government plans to raise `1.86 
lakh crore through extra-budgetary re-
sources in the next financial year.

Finance Minister Nirmala Sitharaman, 
in her post-Budget media briefing, ex-
plained why the government had to devi-
ate from the path of fiscal prudence: “We 
had announced in July (Budget) a target of 
3.3 per cent (fiscal deficit), but subsequent 
to that, because of the challenge we faced 
(in the economy), we wanted to put more 
money in hands of people to improve  
consumption demand and public invest-
ment as private investments were not 
happening.” She further said that due to 
various reasons — natural calamities, 
compliance issues and other unexplained 
reasons — GST collections were coming 
down. “On the one hand, your revenue 
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could not be pressed further and on the other there was a 
clear demand for public spending. It was obvious that we 
had to go on spending. So, without violating the FRBM Act, 
we had to seek the escape clause (going off the fiscal glide 
path by up to 0.5 per cent).”

While the finance minister only talked about moderate 
growth in GST collections, Budget data shows the drying 
up of all revenue sources. There is not much hope in the 
next financial year either with the government lowering its 
2020/21 nominal GDP growth rate estimate to 10 per cent 
as against the 12 per cent target for the current financial 
year. The government has budgeted for a fiscal deficit of 3.5 
per cent of GDP for the next financial year.

 
Tax Revenues: Missing the Mark
The 2020/21 target of gross revenue collection is `24.23 
lakh crore, almost `40,000 crore less than the 2019/20 
Budget estimate of `24.61 lakh crore. Tax collections in 
the current financial year have been revised downward 
by almost `3 lakh crore to `21.63 lakh crore, largely due to 
a sharp drop in corporate tax collections (from `7.66 lakh 
crore to `6.10 lakh crore), and lower GST and excise col-
lections, both of which are falling short of the Budget esti-
mate by `50,000 crore each.

Though the government had budgeted for `1.45 
lakh revenue hit due to the corporate tax rate cut a few 
months ago, Budget documents suggest the revenue im-
pact could have been `1 lakh crore. The rest of the fall in 

collections could be due to slowdown in the economy, 
which is likely to grow at a real rate of 5 per cent 

(with nominal GDP growing around 7.5 
per cent). Next year, gross revenue collec-

tions have to grow at 12 per cent against the 
revised estimate of the current financial year. This year, 
going by the revised estimate, the growth in gross tax rev-
enue could be a mere 4 per cent. 

In corporate tax, while the Budget estimate for next 
year’s collections, `6.8 lakh crore, is lower than the Bud-
get target of `7.66 lakh for the current financial year, the 
government is budgeting for 11.5 per cent growth in the 
next financial year. Achieving such growth in a year the 
government expects 10 per cent nominal GDP growth is a 
tough ask. It has been made even tougher by abolition of 
the dividend distribution tax (DDT), which would have 
added `60,000 crore to the corporate tax kitty. Next year, 
dividend will be taxed in hands of investors, and so will 
come under income tax. The government expects a loss of 
`25,000 crore due to abolition of DDT. The government is 
bullish on the income tax front too. It is expecting a 14 per 
cent jump, partly because it expects around `35,000 crore 
by taxing dividend in hands of individuals.

In GST, the collections (revised estimate of `6.12 lakh 

The targeted rise  
in GST  

collections in 2020/21

13%

CRORE: The amount  
proposed to be raised as  

dividend from banks and RBI

`88k
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crore) in the current financial year are short of target 
by around `50,000 crore. Yet, the government has esti-
mated per cent growth in GST collections at `6.90 lakh 
crore in the next financial year. This confidence could 
be on the back of various anti-avoidance measures such 
as e-invoicing and new return-filing system kicking in  
from April 1. However, going by the new target, monthly 
GST collections have to be around `1.15 lakh crore. Till 
December 2019/20, the average for the year has been 
`1.01 lakh crore.

When asked about the reason for her confidence in lim-
iting the fiscal deficit to 3.5 per cent in 2020/21, the finance 
minister said: “The way revenue generation is improving 
— in the last three months, GST collections have crossed 
`1 lakh crore — my guess is that the benefits of corporate 
rate cut will come into play in the next few months. This 
will give me some comfort so that it can come down to 3.5 
per cent from 3.8 per cent (of GDP).”

 
High Disinvestment Target 
The disinvestment target for 2020/21 has been more than 
trebled to `2.10 lakh crore from the 2019/20 revised es-
timate of `65,000 crore. The 2019/20 Budget target was 
`1.05 lakh crore. The government is hopeful that the un-
met target of this financial year will be met the next year. A 
large part — `90,000 crore — is likely to come from sale of 
stake in Life Insurance Corporation (LIC) and IDBI Bank. 
At present, the government of India holds a 47.11 per cent 
stake in the bank which, at the current market price, will 
fetch over ̀ 18,250 crore. The rest is expected to come from 
a stake sale in LIC. Another `1.2 lakh crore is likely to come 
from sale of companies like Bharat Petroleum Corpora-

tion Ltd (BPCL), Shipping Corporation of India, Contain-
er Corporation of India and Air India. When asked about 
the steep disinvestment target for 2020/21, Sitharaman 
said between July (when she presented her last Budget) 
and January, a lot of work has gone into achieving the tar-
get. “You will see successful disinvestment in the next few 
months but accounts for this year will be closed by March 
31, 2020. A lot of leg work has been completed, the bene-
fits of which will be realised next year,” she said. “Several 
transactions are lined up. Air India expression of interest 
(EoI) is out; very soon, BPCL EoI will be out too. Some dis-
investments will be completed this year but many will be 
completed next year. Therefore, we are very hopeful (that) 
we will achieve the disinvestment targets,” said Tuhin 
Kanta Pandey, Secretary, Department of Investment and 
Public Asset Management.

 
A Steep Climb
The government seems to be pinning a lot of hope on a 
sharp jump in disinvestment proceeds next year even as 
there is limited scope for getting more from other avenues 
of income such as tax and dividend receipts from CPSEs 
and the Reserve Bank of India (RBI). With the RBI giving 
it `1.51 lakh crore (including `58,000 crore surplus) in the 
current financial year, there is hardly any scope for a bigger 
payment even if the government has budgeted for `89,000 
crore dividend from banks and RBI.

Given the financial constraints, sticking to the 3.5 per 
cent fiscal deficit target in the next financial year will be a 
tough task for the government.  

 @dipak_journo
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Living Beyond Means

2018/19  
(Actuals) (` cr)

2019/20 (Revised 
Estimates) (` cr)

2020/21 (Budget 
Estimates) (` cr)

% Rise in  
2020/21

Revenue receipts 15,52,916 18,50,101 20,20,926 9.23

Tax revenue receipts 13,17,211 15,04,587 16,35,909 8.73

Non-tax revenue receipts 2,35,705 3,45,514 3,85,017 11.43

Disinvestments procceds 94,727 65,000 2,10,000 223.08

Total receipts (less borrowings) 16,65,695 19,31,706 22,45,893 16.26

Total expenditure 23,15,113 26,98,552 30,42,230 12.74

Fiscal deficit 6,49,418 7,66,846 7,96,337 3.85

Fiscal deficit as % of GDP 3.40% 3.80% 3.50%

Government is banking on a sharp 223% rise in divestment 
proceeds to keep fiscal deficit under check
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FUELLING 
ECONOMIC 
GROWTH

BY TEAM BT
ILLUSTRATION BY RAJ VERMA

A dozen experts interpret 
Budget 2020 and its impact

inance Minister Nirmala Sithara-
man presented her second Union 
Budget in the midst of a desperate 
economic situation – a slowdown 
that hasn’t seen the bottom yet; 
consumption, private investment 
and exports refusing to pick up and 
even public expenditure suffering a 
setback due to lower than expected 

tax collections in FY20. It was im-
perative to kick-start at least one 
or the other growth engines of the 
economy to bring the fast decelerat-
ing economy back on track. Instead, 
Sitharaman aimed at two engines 
– consumption and investment cy-
cle – in the hope that disposable in-
come in the hands of individuals and 
money with corporates would re-
start the two engines. She answered 
the call with a new personal income 
tax regime offering more money to 
tax payers, protectionist import 
tariff hikes to strengthen corporate 
balance sheets and a generous am-
nesty scheme to unlock `9.41 lakh 
crore of direct tax disputes. Busi-
ness Today spoke to a dozen leaders 
including noted economists, CEOs, 
tax experts, exporters and bankers 
to gauge the mood of the country.

F
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The experts include Kiran Mazumdar-Shaw, Chair-
person and Managing Director, Biocon; Preetha Reddy, 
Vice Chairperson, Apollo Hospitals; Rathin Roy, Director, 
National Institute of Public Finance and Policy; Mukesh 
Butani, Managing Partner at BMR Legal; Ashu Suyash, 
Managing Director and CEO, Crisil; R.S. Sodhi, Managing 
Director, Gujarat Cooperative Milk Marketing Federa-
tion (Amul); Saugata Gupta, Managing Director, Marico; 
Surendra Rosha, Group General Manager and CEO, HSBC 
India; Vishesh C. Chandiok, CEO, Grant Thornton In-
dia; Nimesh Shah, Managing Director and CEO, ICICI 
Prudential Mutual Fund; Sachchidanand Shukla, Chief 
Economist, Mahindra Group; Partha Chatterjee, Dean-In-
ternational Partnerships, Professor and Head, Economics 
Department, Shiv Nadar University.

Here’s what they had to say on 
whether Budget 2020 will revive In-
dian economy:

 
Are Budget announce-
ments enough to pull the 
Indian economy out of 
slowdown?
ASHU SUYASH: There is some sup-
port to growth, but not enough to give 

a material impetus in the short term. That means, the 
government is opting to not spend its way out of the slow-
down. That said, it maintains a rural spending focus. As 
the government is still eyeing the long term, it has pushed 
capex. The multiplier impact of this will be positive, but 
lagged. In the absence of growth kickers, the pick-up in 
growth in fiscal 2021 is expected to be largely base-effect 
led and supported by somewhat better farm incomes (led 
by a good rabi crop), PM-KISAN and delayed impact of 
monetary easing.
MUKESH BUTANI: There is extensive push in infra-
structure, which is clearly a must for boosting economic 
sentiments. There is an open handed budget allocation 
to health, sanitation, environment, agriculture and blue 

economy, which are foundational pillars. It is clear that 
this Budget is a conscious push to revive economic funda-
mentals and growth.
RATHIN ROY: If you look at the government’s expendi-
ture plans for 2020/21, you will see that half of the alloca-
tions are towards committed expenditure like adminis-
trative costs and interest payments. This has remained 
constant at between 6.8 per cent and 7 per cent of the GDP 
from 2018/19 onwards. Of the balance, barring agriculture 
spending, which grows significantly by 28 per cent, you 
cannot find any allocation that is higher than the nominal 
GDP growth rate.
SAUGATA GUPTA: There was a fine balancing act to be 
done, but under the circumstances, it is a decent Budget. 

The investment on rural sector, skill 
building and leaving little more money 
in the hands of a certain class of tax 
payers will help. The middle class will 
have more money in their pockets. But 
a lot of what has been announced will 
depend on implementation. They have 
taken a right call by saying they will 
sacrifice fiscal deficit targets. If some 
of the pending disinvestments of this 
year and of course the Life Insurance 
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LAKH CRORE 
Budgeted expenditure on  

ministries, up from revised  
estimate of `26.98 crore in FY20

`30.4

”The apparent contradiction is 
that expenditure-GDP ratio is 
increasing by 0.33% in spite of 
fall in tax-GDP ratio”
Rathin Roy, Director, National Institute of Public 
Finance and Policy
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purchasing power.
PARTHA CHATTERJEE: The slowdown is significant 
and not a blip of one or two quarters. The long-run trend 
itself has fallen to a level not seen in the last two decades. 
Let us also understand that the slowdown is not caused 
by external factors or by one sector or one event – it is sys-
temic uncertainty that has pulled the economy down. The 
systemic uncertainty was created, and it persists, because 
of the lack of clarity in the direction of government’s eco-
nomic policy. Moreover, there is a lingering question about 
the intent and the ability of the government to handle is-
sues on the economic front. To that extent, the govern-
ment had to first acknowledge the situation and take some 
bold measures to regain trust. There is some covert ac-
knowledgement of this, and measures to deal with it like 
attempting to resolve tax disputes, including a tax payer’s 
charter, or correcting the companies Act to decriminalise 
many non-compliances. These measures will help. Yet, 
what was needed were some big, bold ideas. 
R.S. SODHI: The Budget will help pull the economy out of 
the slowdown. The Finance Minister said that fiscal defi-
cit will be reduced, she has also talked about a 10 per cent 
nominal GDP growth. If not 10 per cent, I am hoping for at 
least a 7 per cent growth.  The Budget has put cooperatives 
and corporates on a similar platform by reducing taxes 
from 30 per cent to 22 per cent.
 NIMESH SHAH: From a series of measures required, the 
Budget announcements and its various provisions are one 
of the steps required to aid economic revival.
 SACHCHIDANAND SHUKLA: The Budget has chosen 
to go in for a fiscally prudent, long-term middle path. How-
ever, measures enumerated will not be enough to pull the 
economy out of the slowdown and will require more on the 
go as we navigate the next year.
KIRAN MAZUMDAR-SHAW: While the Budget tries to 
address the concerns around slowdown, and going by the 
measures announced, may not slow it down further, it is 
unlikely to trigger any speedy revival either.
PREETHA REDDY: Not immediately. But consistently, it 
will (help the Indian economy).

How long will it take for annual GDP 
growth to get back to 7 per cent plus range?
ROY: Even the finance minister was silent on growth pro-
jections. There was no mention of the growth slowdown 
in her speech or whether the government can go for an ex-
pansionary fiscal policy to trigger growth. The fact is that 
this was a contractionary Budget, and not an expansionary 
one. The total off-budget borrowing has been pegged at 4.6 
per cent of GDP this year and, assuming India’s nominal 
GDP growth at a reasonable 10 per cent, has been project-
ed at 4.3 per cent next year. The bulk of this expenditure is 
meant to fund the Food Corporation of India, and hence 

Corporation of India (LIC) IPO go through, it will be great. 
Otherwise, there will be issues in fiscal deficit. 
VISHESH C. CHANDIOK: There is no ‘silver bullet’ to 
pull the Indian economy out of the slowdown. Boosting 
consumption, investment and exports are the three driv-
ers of GDP growth and there were enough measures to 
provide an impetus to each. 
SURENDRA ROSHA: India is in the midst of a demand-
side slowdown while being impacted by global cues and 
developments. The Budget announcements make various 
interventions and provide support measures to revive the 
economy. A tough balancing act, it is aimed at simplifying 
processes and enhancing ease of doing business with lim-
ited stimulus measures. While the Budget puts more mon-
ey in the hands of the people and hence is aimed at driving 
consumption, economic recovery is likely to be gradual 
given the limited demand stimulus. The intent to double 
farm income by 2022 is aimed at boosting rural income and 

”The measures announced 
may not slow down 
(economic growth) further, 
but are unlikely to trigger 
any speedy revival either”
Kiran Mazumdar-Shaw,  
Chairperson and MD, Biocon
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ment, which looks like a heavy lift.
BUTANI: It is clear that the government expects a huge 
increase in economic activity. The proposed measures re-
lating to infrastructural reforms will indeed take time to 
fructify. Yet the trickle down effect will start showing soon, 
considering the reduction in the corporate tax rate. 
REDDY: It will. Perhaps in the next 24 months or so on the 
back of measures that raise purchasing power and create 
more jobs.
CHANDIOK: In FY22 we could see a sharper correction 
than the IMF is predicting (6.5 per cent) currently. Of 
course, the global economy in the coming months could be 

a drag on this. Recession in the US has 
been on the cards and next year will be 
an interesting time to watch.
CHATTERJEE: The long-run growth 
rate has come down, and it is below 6 
per cent for the first time since 2002. 
While the growth rate varies in every 
quarter and can be volatile, the trend 
growth rate is slow moving. It is pos-
sible that in some quarters in the next 
fiscal the growth rate will go above 7 

does not address the slowdown. The government does not 
have any fiscal space to go for expansionary fiscal policy to 
drive growth.
SACHCHIDANAND SHUKLA: At present a 7 per cent 
GDP growth number looks quite distant and may take us 
about 24 months to scale provided there are no shocks 
and the government responds with proactive policies. The 
long-term measures on agricultural supply chain, mitigat-
ing water distress, proposed Logistics Policy, extending 
the ambit of Ayushman Bharat, boost to export credit dis-
bursement via NIRVIK scheme, setting up of Investment 
Clearance Cell, focus on digitisation to facilitate gover-
nance are medium- to long-term posi-
tives.
SUYASH: There is no visibility of that 
in the near-term. However, over the 
medium term, if global conditions turn 
favourable and financial sector stress 
eases out, growth can start inching to-
wards 7 per cent. This, however, will 
have to be accompanied by a sustained 
pick-up in private consumption, and 
an improvement in investment senti-

COVER STORY

BUDGET 2020

Increase in expenditure  
on agriculture to  
`1.55 lakh crore

28%

”The FM spoke about the 
service sector, tourism, health 
and skilling. All of it will work 

towards job creation”
Preetha Reddy, Vice Chairperson, Apollo Hospitals

”The proposed measures in 
infrastructure will take time to 
fructify. Yet, the trickle down 

effect will start showing soon”
Mukesh Butani, Managing Partner, BMR Legal
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per cent, particularly given the low base. The question is, will the growth 
rate be sustained so that eventually the trend goes up too. That is only 
possible if investment grows at a significantly high rate. I do not think 
there is any reason to believe that in the next fiscal year that will happen.
SHAH: As per the 2019/20 Economic Survey, GDP growth at 6-6.5 per 
cent is likely for FY21. However, one has to be watchful of developments 
in West Asia and its resultant impact on crude prices, trade tensions and 
other geo-political developments.

Will the Budget lead to increased consumption or 
demand? How and why? 
SUYASH: The simpler personal tax regime announced will not add 
materially to consumption. In the absence of major announcements to 
tackle the current slowdown in the economy and address stress in the 
NBFC and housing industry, credit led pick-up in demand is unlikely to 
kick in.  Therefore, it does not provide the necessary boost to the auto 
and real estate sectors.  
SHUKLA: Moving up tax slabs would boost disposable incomes of ap-
proximately 42 million individuals in the lower tax slabs (incomes less 
than `15 lakh). But given the way in which it has been done, by introduc-
ing multiple slabs and making it optional, makes it complicated.  While 
this could, on aggregate, spur consumption of small ticket size items, it 
will be a function of individual’s income and expenditure profile. 

Importantly, there is a significant jump in customs duties on goods 
and appliances such as kitchenware, electrical appliances, footwear, sta-
tionery and toys to protect domestic players.  But the flipside is that it 
could hurt household budgets and consumption. 
CHATTERJEE: It seems the government lacks conviction – instead 
of moving into a new structure (of income tax), it gives a choice to con-
tinue with the old tax regime. When the FM says she does not want the 
common person to have to take a professional’s help in tax filing, does 
she think that an individual can easily decide, without any help from a 
professional, which tax regime to go with?  
CHANDIOK: The simplification of personal tax rates will lead to some 
transmission of cash in the hands of the consumer. Either way, it’s good 
as household savings had fallen sharply from 23.6 per cent of GDP in 
FY12 to 17.2 per cent of GDP in FY18.
GUPTA: Investment in infrastructure and employment generation 
have to be implemented well. That will have a far more long-term impact 
on consumption and growth;  the forthcoming fiscal year will surely be 
better. It won’t be an overnight growth story, but a gradual one. There is 
a definite feel good factor.

Will it be enough to attract foreign direct invest-
ment (FDI) and foreign portfolio investment (FPI)?
SHAH: India remains an attractive destination for FDI and FPI. At a 
time when total outstanding debt globally in negative yield zone is close 
to $11 trillion out of $55 trillion, India provides an investment avenue 
which can yield higher returns.
SHUKLA: There have been several measures to induce foreign money 
in the economy such as removal of Dividend Distribution Tax at the 
company level, 100 per cent tax exemption on Sovereign Wealth Funds, 
concessional rate of withholding of 5 per cent extended to the interest 
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payment made on municipal bonds, and enhancement in 
FPI limit in corporate bonds to 15 per cent from current at 
9 per cent of outstanding stock. While all these are posi-
tive, growth differential – India’s growth as compared to 
the rest of the world – will be one of the most critical vari-
ables in making India attractive to foreign capital.
CHATTERJEE: There are some areas where we may see 
FDI inflows like manufacturing networked products, 
or “assembling in India”. Vietnam and Bangladesh have 
emerged as desirable locations for manufacturing FDI, 
and this Budget does nothing to make India more attrac-
tive for manufacturing vis-à-vis these countries. 
SHAW: These will happen if there is huge investment op-
portunity. That may need some more enablers.
BUTANI: To woo foreign investors multiple measures 
have been announced. DDT has been 
abolished. The regime of taxing divi-
dends at the hands of company was un-
favourable for foreign investors for two 
reasons. First, investors were unable to 
take the beneficial tax rate as per the 
treaty of the country, and second, the 
credit for the tax levied on dividends 
was denied in the home country.

Further, to increase the invest-
ment in infrastructure, income earned 

by way of interest, dividend and 
capital gain by Sovereign Wealth 
Funds of foreign governments 
has been 100 per cent exempted. 
Additionally, the reduced rate of 5 
per cent on interest on long-term 
bonds to non-residents has been 
extended. To increase investment 
in masala bonds or government 
security, the reduced tax rate on 
interest has been extended. The 
FPI limit in corporate bonds has 
been increased from 9 per cent to 
15 per cent.
REDDY: It is good to start with, 
though we can have a bit more. It 
will come. The big announcement 
on sovereign funds will help.

Can Budget measures 
restart the investment 
cycle?
SUYASH: As per the latest GDP 
data, investment growth is esti-
mated to be flat at 1 per cent for 
fiscal 2020. A fall in consumption 
demand has led to lower capacity 

utilisation. The RBI’s latest survey – Order Books, Inven-
tories and Capacity Utilisation Survey or OBICUS – for the 
manufacturing sector confirms this. This, together with 
depressed business sentiment, means private investment 
decisions are being deferred.  The recent cut in the corpo-
rate tax rate would further deleverage corporate balance 
sheets and reduce capital constraints but unless there is 
demand revival it will be hard for the private investment 
cycle to pick up. The Budget does not have enough muscle 
to push them quickly. 
SHAH: As per the RBI policy statement earlier this month, 
capacity utilisation was 68.9 per cent (July-September). 
Given this scenario, private investments are likely to be at 
a slower pace. The Budget alone won’t aid in revival.  
CHATTERJEE: There has to be a way to reduce aggregate 

uncertainty. All projects are inherently 
risky and investors take calculated 
risks. If the economy-wide uncertainty 
is too high, it increases the risk associ-
ated with all projects. If the aggregate 
risk can be reduced, it can kick-start 
investments all around. While the Bud-
get has sporadically tried to address the 
issue, it lacks big ideas to ignite invest-
ments. 
SHUKLA: The investment cycle has 
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”The Budget has put 
cooperatives and 

corporates on a similar 
platform by reducing taxes 

from 30% to 22%”
R.S. Sodhi, MD, Gujarat Cooperative Milk 

Marketing Federation (Amul)

”The government is opting 
to not spend its way out of 
the slowdown. That said, 
it does maintain a rural 
spending focus”
Ashu Suyash, MD & CEO, Crisil
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remained rather moribund due to a combination of glob-
al and domestic factors – confidence, capital as well as 
capacity utilisation, which have all been adverse. Unless 
these improve, investments will take a while. 
BUTANI: It depends on how soon measures are imple-
mented. If the government stands by its word of engaging 
intensively with measures to boost health, employment, 
infrastructure; speeds up projects stuck with states; and 
extensively relies upon technology, it should happen. 
CHANDIOK: Extension of tax holiday in affordable hous-
ing, measures to boost tourism, 500 fishery farmer produc-
er organisations, incentives for data centres, customs duty 
increases on furniture, footwear and medical devices, tax 
exemption for sovereign wealth funds, and of course, the 
`100 lakh crore infrastructure spend will all boost invest-
ment. The new manufacturing policy in March 2020 and 
the proposed logistics policy have the potential to play a 
very important role in attracting FDI (particularly in relo-
cating the supply chains) as well as domestic investment. 

SHAW: In the infrastructure sector, it could. The reduced 
corporate tax may also help but at the end of the day, pick-
up in consumption is crucial for any investment cycle to 
restart. 
REDDY: The cycle will restart. Perhaps not instantly but 
it will. We need to be patient. It was a Budget critical to In-
dia’s march towards a $5 trillion economy. Innovative tax 
reforms, focus on doubling agricultural revenue, impetus 
on education, entrepreneurship, nutrition, sanitation, 
healthcare, clean renewable energy and creating healthy 
and robust businesses has been the primary focus this year 
and they augur well for economy. It was encouraging that 
the PPP model was pronounced; it indicates the govern-
ment’s focus to include the private sector.

 
What do you think of the fiscal deficit lev-
el? Is it sustainable in the long term?
ROY: In last year’s Budget, the government had con-
cealed the actual fiscal position by making unrealistically 
high revenue projections. That is not the case now. As a 
result, we are seeing the possibility of a fall in net tax rev-
enues as a percentage of GDP in 2020/21. The apparent 
contradiction is that expenditure-GDP ratio is increas-
ing by 0.33 per cent in spite of fall in tax-GDP ratio. The 
government expects to compensate for the shortfall in 
tax revenues through increased disinvestment receipts. 
Whether a jump in disinvestment receipt like the one 
from `65,000 crore in FY20 to `210,000 crore in 2020/21 
is sustainable remains a question. 
SUYASH: The fiscal deficit target faces some risks. Even as 
the nominal growth assumption seems realistic, fiscal def-
icit relies on ambitious targets for tax buoyancy, disinvest-
ment receipts and telecom revenues, where there could be 
slippages. Together, they can upend the fiscal deficit target 
if there is no frontloading of divestments. 
SHUKLA: The Budget has assumed a growth of around 
16 per cent in receipts in FY21 (as compared to the revised 
estimate for FY20), against an assumed nominal GDP 
growth of 10 per cent which seems a tad aggressive. The 
excessive reliance on divestment and non-tax revenues 
makes it tougher, which can put the FY21 target of 3.5 per 
cent at risk, unless there are large spending cuts.

The disinvestment target of `210,000 crore is quite ag-
gressive and depends on stake sale of LIC and IDBI apart 
from a spillover from FY20 target of stake sale including 
that of Bharat Petroleum Corporation. Non-tax receipts 
will be the joker in the pack as they are budgeted to grow to 
`385,000 crore (up 11.4 per cent y-o-y) in FY21 largely ow-
ing to expectation of revenues from spectrum (`130,000 
crore expected) sales. However, note that the one-time 
support from the RBI through capital transfer, Operation 
Twist, may be absent. 
CHANDIOK: Clearly the 0.5 per cent slippage for struc-

”0.5% slippage for structural 
reform is reasonable... How 
this plays out will depend 
on plans with IDBI Bank and 
other disinvestments”
Vishesh C. Chandiok, CEO,  
Grant Thornton India
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tural reform is reasonable and desir-
able over the next couple of years. How 
this plays out will depend on the plans 
with IDBI Bank and other disinvest-
ments, and the likes of the LIC IPO, 
plus how the tax to GDP ratio increases 
by enlargement of the tax base. 

 
Has the Budget met the 
expectations that various 
sectors had from it?  
ROSHA: We believe it would help to 
have more guidance on the roadmap 
for PSU bank capitalisation and re-
forms. Given the low credit off-take, 
a more decisive stimulus to lift credit 
demand and some relief measures for 
the beleaguered real estate sector and 
NBFCs facing tighter liquidity would 
have been welcome. While these issues 
have received a mention in the Budget 
announcement, we await further guid-
ance on it.  
REDDY: I liked the focus on non-com-
municable diseases. There were some 
good elements such as encouraging 
local med tech industry. What exactly 
will be done, needs to be seen.

 
Can Budget 2020 raise ru-
ral incomes? 
ROY: The growth in allocations to sec-
tors like rural development, energy, 
and education is low. The fact is no ex-
penditure switch has happened to ad-
dress the growth slowdown. 
SUYASH: The only silver lining is on 
the rural consumption side. For ex-
ample, while the PM KISAN scheme 
has an allocation of `75,000 crore, 
similar to last year’s Budget estimate, 
the revised estimate in 2019/20 is 
`54,370 crore, which underscores 
constraints on the disbursal side. On 
the other hand, MGNREGA allocation 
at `61,500 crore shows a 2.5 per cent increase over bud-
geted estimates and a 13 per cent decline over revised es-
timate levels. Further, PM Krishi Sinchai Yojana as well as 
PM Gramin Sadak Yojana have seen a 15 per cent and 2.5 
per cent increase, respectively, over budgeted estimates, 
which should aid rural wage payments.  Implementation 
is the key to success here. 
SHUKLA: There is a clear reiteration of focus on the rural 

sector. This involves a mix of revenue 
and capital spending, with more em-
phasis on the latter, which is a good 
step. However, the outlay for FY21 for 
MGNREGA was pegged in line with 
previous years’ at `61,500 crore. 
SODHI: Doubling of artificial insemi-
nation and elimination of Foot and 
Mouth Disease and Brucellosis by 2025 
will increase productivity and reduce 
the cost of production. It will bring 
more investments into the dairy sec-
tor. If done properly it will create 80 
lakh jobs in rural India and 16 lakh jobs 
in urban India. 
GUPTA: If the schemes announced are 
implemented well there will definitely 
be an uptike in rural incomes.  

Will it lead to new job  
creation?
BUTANI: To address the rise in un-
employment, the government aims 
to create jobs by adopting a twin ap-
proach which includes educating and 
updating the skill set of jobseekers 
while providing incentives to business 
to create job opportunities. Education 
and jobs development is the third sub-
pillar of ‘Aspirational India’. About 150 
higher education institutions will start 
apprenticeship embedded degree/
diploma courses by March 2021. The 
government shall start a programme 
whereby urban local bodies would 
provide internship to fresh engineers 
for one year. To finance the education 
system, steps would be taken to enable 
sourcing external commercial borrow-
ings and FDI.

The government recognises that 
the electronic manufacturing industry 
provides the most prospects. To boost 
domestic manufacturing and attract 
large investments in the electronics 

value chain, a new scheme focused on encouraging manu-
facture of mobile phones, electronic equipment and semi-
conductor packaging shall be announced. This scheme 
with modifications shall be applicable for manufacture of 
medical devices as well. The government recognises that 
MSMEs are strong pillars for job creation. For enhancing 
the economic and financial sustainability, measures such 
as introduction of a scheme to provide subordinate debt 
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”Given the low 
credit off-take, 
a more decisive 

stimulus to lift credit 
demand would have 

been welcome”
Surendra Rosha, Group General 

Manager & CEO, HSBC India

”The forthcoming 
fiscal year will 

surely be better 
in terms of 

consumption and 
economic growth”

Saugata Gupta, MD, Marico
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What is the unfinished agenda?
CHATTERJEE: The key issue is addressing the systemic 
uncertainty. For this to happen, the government has to 
focus much more on economic policymaking. The govern-
ment has to earn back the trust of investors within India 
and outside. It might have to involve and consult a wider 
community of professionals. 
SHAW: A lot more could have been done for the pharma-
ceutical and healthcare sector, especially in terms of giving 
greater fillip to innovation, research and to boost exports. 
ROSHA: Given the challenges in the financial sector over 
the recent past, we would have hoped for some measures 
to address the liquidity concerns in housing finance and 

NBFCs. Also, while the Budget 
mentions PSU bank reforms and 
governance to make them more 
competitive, a clearer roadmap 
with regards to specific reform 
measures and possible privatisa-
tion would have provided clar-
ity. Lastly, given the demand-side 
slowdown, a more pronounced 
demand stimulus would have 
helped boost the economy in the 
short term. 
SHUKLA: The unfinished agenda 
remains large and challenging. 
First, land and labour need to be 

addressed urgently. Second, structural reforms such as 
GST and IBC need to be tweaked to make them more ef-
ficient and robust. Third, individual sectors such as auto-
mobiles, NBFCs, power, real estate and telecom need to be 
attended to. 
SHAH: Rural, SMEs and stressed real estate are areas 
where more measures need to be rolled out to address the 
challenges faced. 
REDDY: A lot more could have been done for the manufac-
turing sector, more on Make in India. 
CHANDIOK: Implementation is the main agenda that 
requires focus and intentional execution. For example, 
there have been many announcements to revive banking 
and non-bank credit, the auto sector and the real estate 
sector in the months leading up to the Budget - imple-

menting those will revive the senti-
ment more than anything in the Bud-
get. I am particularly pleased that the 
government is helping build ‘trust’ 
and the enhanced focus on that word 
is the ultimate test of whether India 
will actually become an easier place to 
do business. 

@BT_India

for entrepreneurs of MSMEs will be seen as a welcome 
change.
CHANDIOK: Without doubt there are massive opportuni-
ties for job creation based on the measures that will restart 
the investment cycle. The lack of significant measures for 
the real estate sector went against popular expectations 
considering how much of a multiplier that sector has for 
the economy and jobs. We can expect significant addition-
al announcements on this front in coming months. 
REDDY: The FM has spoken about the service sector, 
tourism, health and skilling and all of it will work towards 
job creation.

Can Budget 2020 revive exports? 
SHUKLA: India’s exports, which have stagnated at 2 per 
cent of global trade, have to be approached holistically with 
review of processes, procedures and trade agreements. 
BUTANI: The Government e-Marketplace (GeM) is a 
great opportunity for MSMEs by way of creating a Unified 
Procurement System in the country for providing a single 
platform for procurement of goods, services and works. 
The NIRVIK scheme will help achieve higher export credit 
disbursement, which will provide for higher insurance cov-
erage, reduction in premium for small exporters and sim-
plified procedure for claim settlements. The Budget also 
announced an unnamed scheme aimed to provide relief 
to exporters for the refund of duties and taxes on exported 
products.

These measures, which will incen-
tivise smaller players,  will also gradual-
ly lead to an overall increase in exports, 
provided implementation is both in let-
ter and spirit. 
CHATTERJEE: The Budget is not ex-
pected to have much impact on exports. 
There is some mention of custom du-
ties rationalisation, but that is squarely 
aimed at protecting domestic industry.

COVER STORY

BUDGET 2020

Increase in allocation to 
Swachh Bharat Abhiyan for 

FY21, to `12,294 crore

27.5%

”Rural, SMEs and stressed 
real estate are areas 
where more measures 
need to be rolled out to 
address the challenges”
Nimesh Shah, MD & CEO, ICICI Prudential 
Mutual Fund
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BALANCING 
ACT
Budget numbers show a sharp rise in FY20 fiscal 
deficit. A substantial increase in government capex 
is aimed at keeping the growth engine humming
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DEFENCE
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Top 10 Ministries by 
Budget Allocation 

(% share in total Budget allocation)

Top 10 Ministries Which Spent 
More Than the Funds Allocated 

(Expenditure as % of Budget Estimates)
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DEVELOPMENT
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Modest Rise in 
Allocation to Centrally 
Sponsored Schemes 

Status Report on Major Schemes

SWACHH BHARAT 
ABHIYAN

MAHATMA 
GANDHI 
NATIONAL RURAL 
EMPLOYMENT 
GUARANTEE 
SCHEME
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WHAT BUDGET

HAS  
FOR YOU

BY NAVEEN KUMAR
ILLUSTRATION BY RAJ VERMA

The decision to 
switch to the new 
income tax rates 
will depend on  

the level of 
deductions that 

you are able  
to use in the 

present regime



iven the state of the economy, where con-
sumption levels are declining, it was widely 
anticipated that the government would 
come up with some path-breaking initiatives 
that would leave more disposable income in 
hands of taxpayers and drive up consump-
tion. However, Budget 2020 has not brought 
any substantial tax benefit to individual tax-
payers, though there are many proposals that 
can benefit them. Here is a look at the most 
important proposals that will have an effect 
on your personal finance.

Income tax slab unchanged – If your gross 
income is above ̀ 5 lakh and you have been us-
ing various exemptions and deductions like 
standard deduction, house rent allowance 
(HRA), leave travel allowance (LTA), home 
loan interest and principal, Section 80C in-
vestments and expenses, health insurance 
premium, National Pension System (NPS), 
and so on, to bring down your net taxable 
income substantially, the Budget may not 
have any new relief for you. New reduced tax 
rates have been announced but are applica-
ble only if you forego all the deductions and  
exemptions. 

This means if you have been taking de-
ductions of `3-4 lakh or more, there is 
hardly any reason for you to opt out of the 
existing tax slabs and switch to the new  
ones (See Table).

G Income tax slabs remain  
unchanged for those who 

wish to use existing de-
ductions and exemptions

Reduced income tax rates 
for various income levels; 
applicable if deductions/

exemptions not availed

Dividend distribution tax 
abolished; mostly ben-
efits investors in lower 

income tax brackets

The `1.5 lakh benefit on in-
terest paid on affordable 
housing loans extended 
by a year to March 2021

ESOP tax payment de-
ferred for five years for 

start-ups

Insurance cover on bank 
deposits raised from `1 
lakh to `5 lakh to help 

depositors

New limit of `7.5 lakh on 
employer contribution to 
PF, NPS and superannua-
tion fund. This adversely  
impacts people earning 

higher salaries

Owners can sell property 
for up to 10 per cent lower 
value than the circle rate

Budget 2020: 
Key Takeaways  
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Impact of Budget 2020 on 
Salaried Individual

AS PER EXISTING TAX SLABS APPLICABLE ON INCOME DURING FY 2020
HEAD PERSON A PERSON B PERSON C PERSON D PERSON E

Annual Salary  8,50,000  10,00,000  12,00,000  15,00,000  25,00,000 

 - Less Standard Deduction  50,000  50,000  50,000  50,000  50,000 

 - Less Deduction u/s 80C  1,00,000  1,50,000  1,50,000  1,50,000  1,50,000 

 - NPS u/s 80CCD (1B)  50,000  50,000  50,000  50,000  50,000 

 - Home Loan Interest u/s 24b  1,00,000  1,60,000  2,00,000  2,00,000  2,00,000 

 - Less Medical Insurance Self u/s 80D  25,000  25,000  25,000  25,000  25,000 

 - Less Medical Insurance Parents u/s 80D  25,000  25,000  50,000  50,000  50,000 

Gross Taxable Income  5,00,000  5,40,000  6,75,000  9,75,000  19,75,000 

Total Tax  12,500  20,500  47,500  1,07,500  4,05,000 

 -Less Rebate u/s 87A  12,500  -    -    -    -   

Net Income Tax  -    20,500  47,500  1,07,500  4,05,000 

 - Add Education Cess  -    820  1,900  4,300  16,200 

Tax Payable  -    21,320  49,400  1,11,800  4,21,200 

AS PER NEW TAX SLABS APPLICABLE ON INCOME DURING FY 2021
HEAD PERSON A PERSON B PERSON C PERSON D PERSON E

Annual Salary  8,50,000  10,00,000  12,00,000  15,00,000  25,00,000 

5% for income above `2.5–5 lakh  12,500  12,500  12,500  12,500  12,500 

10% for income above `5–7.5 lakh  25,000  25,000  25,000  25,000  25,000 

15% for income above `7.5–10 lakh  15,000  37,500  37,500  37,500  37,500 

20% for income above `10–12.5 lakh  -    -    40,000  50,000  50,000 

25% for income above `12.5–15 lakh  -    -    -    62,500  62,500 

30% for income above `15 lakh  -    -    -    -    3,00,000 

Total Tax  52,500  75,000  1,15,000  1,87,500  4,87,500 

 - Add Education Cess  2,100  3,000  4,600  7,500  19,500 

Tax Payable  54,600  78,000  1,19,600  1,95,000  5,07,000 

Those committed to long-term investing or tax saving 
via 80C (through Sections 80C, 80D, etc) may put off de-
cisions until they have seen the outcome of the options 
available to them,” he adds.

Dividend distribution tax abolished for companies 
– While the Budget did not have clear announcements in fa-
vour of taxpayers, it did announce a move that will benefit 
retail equity investors – abolition of the dividend distribu-
tion tax (DDT). The tax was paid at the rate of 20.55 per cent, 
including education cess and surcharge, by companies while 

Option of reduced tax rate, but with trade-off – The 
Budget has introduced new reduced tax rates for incomes 
between `5 lakh and `15 lakh for those who do not use ex-
emptions or deductions (see Quick Glance). “With the 
removal of several allowances such as LTA, HRA, perqui-
sites, transport allowances, the income tax regime is no 
longer ‘simplified’ and taxpayers will have to choose be-
tween the two regimes and check which one is more ben-
eficial,” says Archit Gupta, Founder and CEO, Cleartax. 
“The optional instance will complicate it for taxpayers. 



meet the eligibility conditions. This is 
in addition to the `2 lakh deduction 
available under Section 24b. To be eli-
gible for this additional deduction, the 
value of the house should not be more 
than `45 lakh. You should also not hold 
any other house on the day the loan is 
sanctioned. “With houses bought by 
most first time buyers in the `30-60 
lakh range, and people buying these 

being in the `10-25 lakh salary bracket, the biggest home 
buying segment is likely to increase the demand for af-
fordable homes,” says Sunil Mishra, Chief Executive Of-
ficer, TRESPECT, a B2C residential brokerage.

Enhanced protection on bank deposits – The recent 
crisis in PMC Bank, where many depositors were unable 
to withdraw their savings, brought forth the inadequacy 
of the deposit insurance cover of just `1 lakh. This had 
remained unchanged since 1995. The Budget 2020 has ad-
dressed this by raising the insurance cover to `5 lakh.

Retirement contribution by employer capped at ̀ 7.5 

giving dividend to investors. But with 
no DDT to pay, companies will be more 
willing to share their profits with inves-
tors. Investors receiving dividend will, 
however, pay income tax on this income 
depending upon their tax slabs. This will 
be great for those whose tax slab is lower 
that the 20 per cent DDT rate, explains 
Gupta. “So, this is a welcome relief,” he 
adds. For those in the higher tax bracket, 
“things may be more complex and they may require assis-
tance with figuring out the tax due on dividends earned. It 
may also impact exit strategies for some,” he adds.

Additional home loan deduction extended – To 
boost the flagging real estate sector, in Budget 2019, the 
government had introduced an additional deduction 
of `1.5 lakh on home loan interest payment if you pur-
chased a new house between April 1, 2019, and March 31  
2020. The Budget has extended this by a year. What this 
means is that you can claim this deduction if you buy a 
new house between April 1, 2020, and March 31, 2021, and 

The new insurance cover  
for bank deposits

`5 L 
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of similar nature shall be deemed to be resident in India 
and, hence, liable to pay tax on his income in India. Ex-
plaining the objective behind the new NRI taxation pro-
vision, the Finance Bill states, “Tax laws should not en-
courage a situation where a person is not liable to tax in 
any country. The current rules governing tax residence 
make it possible for HNWIs and other individuals, who 
may be Indian citizens, to not be liable for tax anywhere 
in the world. Such a circumstance is certainly not desir-
able; particularly in the light of current development in 
the global tax environment where avenues for double 
non-taxation are being systematically closed.” So, people 
who have gone abroad for employment and have not be-
come a citizen of any other country may be required to 
pay tax on their income in India.

One must note that there are many NRIs who will not 
be affected by this new provision. “NRIs who are tax resi-
dents of the US and other countries having worldwide tax 
will certainly not be impacted by the above change. Even 
in case of countries which have territorial taxation such as 
Singapore or Hong Kong, this should not have application 
as the residents are subject to tax on their local income. 
However, this has once again brought to the forefront the 
meaning of the words ‘liable to tax’, particularly in cases 
where the countries, such as the UAE, do not impose 
personal tax,” says Suresh Surana, Founder, RSM India, 
a consultancy firm. If you are an NRI and want to save on 
tax, then you have to take note of the number of days you 
stay in India. “It is also critical that individuals holding an 

Indian passport or persons of Indian 
origin regularly visiting India for vari-
ous purposes should ensure that their 
stay in India is less than 120 days in any 
financial year as against 182 days ear-
lier,” says Surana.

Relief on selling property at cor-
rected price – Over the last three 
years, the real estate sector has wit-
nessed unprecedented correction and 
stagnation in property prices. How-
ever, there are many localities where 
the circle rate has not seen any revision 
or correction. As a result, the market 

value of the property is much less than the stipulated circle 
rate. The seller thus had to record the transaction at the 
circle rate, which was higher, and then pay higher stamp 
duty due to higher transaction value. In a move that would 
give relief to such property sellers, the Budget proposal 
allows them to sell their property and record the transac-
tion at a value which is up to 10 per cent less than the cor-
responding circle rate.  

 @naveenkumar80

lakh – Earlier, salaried employees who were in the highest 
income tax bracket had the flexibility to restructure their 
salary in such a way that the employer could make higher 
contribution towards Employees’ Provident Fund (EPF), 
NPS or superannuation fund. But this year’s Budget has 
limited the exemption on such contributions to ̀ 7.5 lakh in 
a financial year. “Tax saving by optimising the salary struc-
ture using NPS and superannuation may no longer be valid 
given the proposal on a combined limit to employer contri-
butions to provident fund, superannuation fund and NPS. 
The employers may have to revisit their 
compensation policies in view of the 
proposed amendment,” says Sudhakar 
Sethuraman, Partner, Deloitte India. 

Relief to start-ups on ESOPs – To 
support start-ups in their talent reten-
tion efforts through employee stock 
options (ESOPs), the Budget has al-
lowed tax deduction on these instru-
ments to be deferred by five years. “In 
case of stock options issued by eligible 
start-up companies, it is proposed to 
defer tax deduction to the time of sale 
of shares or leaving of company or 48 
months from the end of the relevant assessment year, 
whichever is earlier. This aims at protecting individual tax-
payers from immediate tax outflow at the time of exercise 
of ESOPs despite holding the shares,” says Sethuraman of 
Deloitte India.

NRIs to pay income tax on India income – The Bud-
get took a step towards bringing in more NRIs into the 
country’s tax net. As per the proposal, an Indian citizen 
who is not liable to pay tax in any other country or terri-
tory due to his domicile or residence or any other criteria 
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Policy

ast year, Varun Mittal, a Ludhiana-based manufacturer of knit-
ted goods, observed an unusual trend in import of a key raw material 
(a fabric item) just after the government imposed anti-dumping duty 
on it to discourage imports. The import of this polyester component 
– trade items are identified by a globally recognised, harmonised 
system of nomenclature code (HSN Code or simply tariff code) – 
fell 99 per cent. But import under another tariff code, specified for 
a slightly different type of fabric item, went up by almost the same 
amount. “There are more than 400 HSN codes that deal with fabric. 
Each number has different rates. If you persuade the government to 
impose anti-dumping duty on some, the trade shifts to other tariff 
lines,” says Mittal. 

This is important as India has been increasingly using ‘tariffs’ to 
protect domestic industry in recent times. Its attempts are being de-
feated by the practice of exporters shifting from specific tariff lines 
to more generic categories. In fact, an unusual increase in imports 
under the ‘others’ category was one of the key problems the Narendra 
Modi government identified in the early days of its current tenure. 
“A Committee of Secretaries, set up by the prime minister, is looking 
into the issue. It has been observed that 78 per cent of the $18 billion 
(2018/19) imports (of products) that come under the administrative 
purview of the Ministry of Heavy Industries were in the ‘others’ cat-

BY JOE C. MATHEW
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egory,” says a Ministry of Commerce 
official. The numbers are high also 
for sectors such as steel, telecommu-
nications, electronics and chemicals 
and petrochemicals (which covers 
the polyester that Mittal was talking 
about). Steel scrap and related prod-
ucts worth $4.9 billion were imported 
in the ‘others’ category in 2018/19. 
In telecom, the number was $13.8 
billion, while in chemicals and pet-
rochemicals, it was $9.7 billion. On 
the whole, 371 tariff codes, account-
ing for $68.8 billion of imports in the 
‘others’ category, are under scrutiny. 
Anti-dumping duties are imposed for 
a limited period (normally five years) 
on imported items that are priced 
lower than their normal value in the 
exporting country to kill competition 
in the destination market. 

India has increased customs tar-
iffs on several products and is con-
sidering a number of cases for special 
anti-dumping duties over and above 
such normal duties. India, in fact, 
initiated 32 anti-dumping measures 
in 2018, second only to the US (41 
cases) among the 164 WTO member 
countries. India also initiated 600 
anti-dumping investigations, includ-
ing 313 review cases, between January 
1, 1992 and March 31, 2019. There are 
also other trade remedial measures 
that India can use like countervail-
ing duties (subsidies and special du-
ties to offset subsidies), safeguard 
duties and safeguard quantitative 
restrictions, apart from emergency 
measures to limit imports temporar-
ily to safeguard domestic industries. 
But these have been used sparingly – 
there have been just 43 safeguard in-
vestigations and nine countervailing 
duties in 27 years.

Business Today has not been able 
to independently verify Ludhiana-
based Mittal’s claim, but there are 
enough indications to suggest that 
everything is not hunky-dory in In-
dia’s efforts to check distortions 
in fair trade. Underinvoicing, mis-
classification, shifting of imports 
from countries where anti-dumping 

duties apply, etc., are just some of 
the practices that have been at the 
centre of attempts to dodge the 
goverment’s efforts.

Though the primary purpose of 
trade remedial measures is not to 
generate revenue for the govern-
ment but provide a level-playing field 
to domestic industry versus global 
competitors, the above mentioned 
measures can lead to evasion or cir-
cumvention of duties, making a loss 
to the exchequer. Sometimes, anti-
dumping measures do not seem to 
be making a difference when import-
ed raw materials are used to make 
goods  for exports and duties paid on 
such inputs are reimbursed and so 
they do not act as a deterrent for 
exporters.

However, where anti-dumping 
duties work effectively, they can help 
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strengthen domestic industry, as is 
evident from the reduction in import 
dependence and augmentation of 
domestic production capabilities in 
some sectors.

However, where anti-dumping 
duties work effectively, they can 
strengthen domestic industry, as is 
evident from the reduction in import 
dependence and augmentation of do-
mestic production in some sectors. 
Take alloy wheels, where huge ca-
pacities came up after India imposed 
anti-dumping duty. Now, it is an ex-
ample of India’s potential as locally 
produced two-wheeler alloy wheels 
are cheaper than imported (mainly 
from China) wheels even without any 
anti-dumping duty at present.

“Today localisation in alloy wheels 
for two-wheelers must be to the tune 
of 60 per cent. We believe that in the 

next three years, this will be about 85 
per cent. There is no anti-dumping 
on two-wheelers, but we have gained 
scale now,” says Ujjwal Kant Munjal, 
Managing Director, Rockman Indus-
tries, India’s largest alloy wheel mak-
er for two-wheelers. Rockman has a 
capacity of 12.5 million such wheels 
per annum. “If the Chinese could do 
it with size and scale, we can also do 
it, and that’s what we have done. The 
rest of the market put together, there 
are another 12 million (wheels) being 
manufactured in India. Scale and cus-
tomer confidence is what matters,” 
Munjal adds. Recently, the company 
started manufacturing allow wheels 
for passenger cars as well. One of the 

triggers was the anti-dumping duty 
on alloy wheels for cars.

The current capacity of 
Indian companies is about 
four million passenger four-
wheeler alloy wheels a year, 
just a fraction of China’s 120 
million. But even that capac-

ity came up only after the anti-
dumping duty came into force. 

“Out of this four million, three mil-
lion must have come up after the im-
position of the duty. Once India starts 
producing 15-20 million wheels, we 
will be able to compete with them 
(China),” Munjal says.

This is where India needs its poli-
cies to aim at medium- and long-term 
goals of self-sufficiency. It’s a com-
plex game with high stakes. How well 
is it working?

The ‘Others’
A cursory look at import trends in the 
‘others’ category shows that the gov-
ernment’s fear is not misplaced. In 
general, there has been an increase in 
not only the non-specified sections of 
each product group ever since India 
started increasing customs duties but 
also in the frequency of anti-dumping 
duty investigations over the last five 
years. The trend is consistent for both 
volume and value of imports.

“In every product group, one tar-
iff line is the ‘others’ category, where 
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imports are seeing a sharp increase. 
When it happens in products that 
carry a minimum import duty, as in 
case of steel, or anti-dumping duty, 
as in case of several chemicals, the 
decrease in imports of the targeted 
tariff line matches the increase in 
the ‘others’ category of the same 
product,” says Murali Kallummal, 
Professor, Centre for Research on In-
ternational Trade, Indian Institute of 
Foreign Trade, New Delhi.

While one may not be able to point 
out a single reason for this trend in 
imports, there is a strong possibil-
ity that products with high duties 
find their way into India through the 
‘others’ category, thereby diluting 
the impact of fair trade measures. 
Therefore, there is a need to revamp 
the existing trade classifications for 
better transparency. “The HSN sys-
tem (tariff codes) should be more 
disaggregated to handle this. We have 
to make products as disaggregated as 
possible, and preferably (named or 
classified) as used by the industry,” 
says Kallummal.

Ludhiana’s Mittal has some tips 
for the government in this regard. 
“Tariff is the biggest area for the 
government to get into. In textiles, 
for instance, knit fabric comes under 
one definition, but you can produce 
knit fabric at `220 a kg and also `780 
a kg. The gap is huge. So, evasion hap-
pens not only on the basis of rate and 
quantity but also quality.” Accord-
ing to him, there should be a mecha-
nism under which goods from a for-
eign country show their right value 
in the originating country. “Future 
free trade agreements should make 
it mandatory for the exporting coun-
try’s shipping bill to carry the cargo 
value. In that country, all the benefits 
given on exports should be based on 
the value of that shipping bill and not 
the invoice. If the value of the cargo 
is mentioned on the shipping bill and 
the same is used by the exporting 
country to reimburse taxes and the 
importing country to levy import du-
ties, the problem will be solved,” says 

Mittal. He adds that an international 
e-way bill like the one India has can 
ensure fair trade and trade data at the 
same time.

Cause and Effect
A.K. Gupta, Founder, TPM Solicitors 
and Consultants, which handles close 
to 85 per cent of all anti-dumping 
cases on behalf of the domestic indus-
tries in India, says a quick analysis of 
25 products where anti-dumping du-
ties had expired till the end of 2019 
shows mixed results. “In several cas-
es, the performance of the industry 
improved as a result of the duties, due 
to which the DGTR (Directorate Gen-
eral of Trade Remedies, under the 
Ministry of Commerce) found it ap-
propriate not to continue the duties. 
In some such cases, the domestic in-

Policy – Anti-dumping Duty EFFICIENCY IN QUESTION
Anti-dumping duties have helped some sectors but not 
others. Some products whose anti-dumping duty's 
expiry year was 2019
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CAG ALERT
In its compliance audit report of 
the revenue department in 2017, 
the Comptroller and Auditor 
General (CAG) mentions 29 
cases of incorrect assessment 
of customs duties, mostly due 
to non-levy of applicable anti-
dumping duty and safeguard 
duty on imports.

The report also points out 
28 instances where assessing 
officers misclassified various 
imported goods. The two 
together led to a loss of about 
`27.48 crore in customs duties.

The report mentions various 
other examples as well. Sixty 
seven consignments of goods 
like hexamine, methylene 
chloride, albendzole, electronic 
calculator, aluminum alloy 
wheels and phenol, which 
carry anti-dumping duties, 
were imported from specified 
jurisdictions such as Saudi 
Arabia, China, Singapore, US, 
European Union and Taiwan by 
29 firms without payment of 
anti-dumping duty amounting to 
`6.23 crore.
An example of misclassification 
names Cabury India, which 
imported (between July 2012 to 
March 2014) 19 consignments 
of “hydrolysed vegetable 
protein containing-soya” 
after classifying it as “isolated 
soya protein”. This meant the 
consignment attracted a basic 
customs duty of 10 per cent and 
a countervailing duty of 6 per 
cent instead of 30 per cent and 
10 per cent, respectively. The 
misclassification resulted in duty 
loss of `2.80 crore.

As the CAG audit does not 
cover each and every customs 
transaction, the findings can be 
seen as indicators of the overall 
picture of how effective anti-
dumping duties are.

dustries have been forced to file fresh 
applications as imports increased 
significantly post the expiry of 
the duties. For example, in case of 
nylon filament yarn, the expiry of 
the duty led to increased imports at 
dumped prices, affecting the indus-
try,” Gupta says.

In fact, of all the 25 cases, at least 
10 proved to be tough nuts to crack be-
cause despite duties, the sectors con-
tinued to be hit by the imports. These 
included aluminium road wheels, 
electrical insulators, nonylphenol, 
hexamine, acetone, and mostly prod-
ucts in the chemicals and petrochem-
icals category. In some cases, sunset 
reviews (SSR) to continue or increase 
the rate of anti-dumping duties were 
initiated, too. An SSR led to duty en-
hancement and extension for Meta 
Phenylene Diamine, but in the case of 
some rubber chemicals, the duty was 
not continued and imports increased 
once it expired in early-2019.

Dumping of electrical insulators 
continued, but for a different reason. 
After the anti-dumping duty was im-
posed, Chinese producers started ex-
porting polymer insulators, instead 
of glass and porcelain insulators, on 
which there was anti-dumping duty. 
The performance of the domestic in-
dustry improved for some time but 
gradually deteriorated when glass 
and porcelain insulators were re-
placed with polymer insulators.

There are success stories, too. The 
domestic makers of sodium nitrate 
made no request for extending anti-
dumping duty on the product which 
is imported from the EU, China, 
Ukraine and South Korea. The duty 
imposed had restored the level-play-
ing field for them. Gupta’s analysis 
also shows that anti-dumping duty 
was effective in case of steel wheels 
and a chemical and petrochemical 
product, 4,4 Diamino Stilbene 2,2 Di-
sulphonic Acid.

In some cases, the domestic in-
dustry wants the anti-dumping duty 
to stay as gaining scale and strength 
against cheap imports takes time. 

This has resulted in an increase in the 
number of appeals for reviewing the 
sunset clause. “In 2018/19, a number 
of investigations were terminated 
without recommending any addition-
al duty. 

This was especially true in case of 
sunset reviews, in cases where inves-
tigations were not initiated or were 
terminated if the performance of the 
industry had improved. But the au-
thority should have examined if the 
performance would deteriorate in the 
absence of the duty. Since such indus-
tries felt that the duties should have 
been imposed or continued, it led 
to a number of findings being chal-
lenged,” says Gupta.

When a duty is imposed on a prod-
uct, there can be various consequenc-
es – import from the very same sourc-
es may change, import of the same 
product from other countries may 
change, and import of downstream 
and upstream products could also be 
impacted. All four possible scenarios 
need to be carefully tracked to under-
stand the dynamics of the trade flow 
in the anti-dumping context.

With India keen to discourage 
non-essential imports, understand-
ing these factors can only help frame 
regulations that are more effective 
and can strengthen domestic manu-
facturing.

The Committee of Secretaries, 
meanwhile, is trying to formulate 
a strategy to control the import of 
products in the ‘others’ category. 
Commerce Minister Piyush Goyal is 
known to have asked the ministries 
with a high burden of such unspeci-
fied imports to identify at least 300 
products, to begin with, to reduce the 
country’s import dependence while 
promoting local manufacturing. A 
March 2020 deadline is also in place.

Unless the government finds a 
magic wand, ensuring effective-
ness of trade remedial measures 
will remain a complex and critical 
problem. 

@joecmathew
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F I WALK ON THE ROAD, all the small entrepreneurs 
on my left and right are our potential customers,” says 
Mohit Sahney, whose Rajasthan-based non-banking fi-
nance company (NBFC) Finova Capital caters only to the 
financially underserved people such as tea sellers, tailors 
and hairdressers. Sahney started the business four years 
ago, after leaving his decade-old job at private sector ICICI 
Bank. Similarly, Mumbai-based UGRO Capital, founded by 
industry veteran Sachindra Nath, specialises in financing 
select sectors in the SME space. UGRO is also innovating 
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mismatches. Its funders include close 
to a dozen banks and institutions. The 
entire NBFC sector was badly hit after 
the IL&FS crisis as most lenders were 
using short-term borrowings to lend 
for the long term.

Finova’s strategy is to get busi-
ness in one state and use the lessons 
learnt there in other states. “Our ma-
jor branches in Rajasthan are in rural 
and semi-urban areas,” says Sahney, 
who is now expanding in Madhya 
Pradesh, Gujarat and Delhi. His focus 
– like AU Small Finance Bank, which 
also emerged from Rajasthan – is areas 
where people from lower to middle in-
come groups are not served by the tra-
ditional banks.

The business, started with a capi-
tal of `10 crore, has attracted invest-
ments by big private equity firms such 
as Sequoia Capital and Faering Capital 
(founded by Deepak Parekh’s son Ad-
itya Parekh). Aditya Parekh is also a 
director on the board. “We have been 
profitable from the first year itself,” says 
Sahney. The company reported 180 per 
cent growth in income from ̀ 15.38 crore 
in 2017/18 to `43.05 crore in 2018/19. 

Experts say the biggest risk to 
Finova comes from geographical con-
centration. A majority of its loans are to 
MSMEs. “We are expanding into newer 
markets like Gujarat, Maharashtra and 
Madhya Pradesh,” says Sahney. The 
company is also keeping the option of 
co-lending with banks and other in-
stitutions open. “We have mastered 
the templates for lending to those who 
are underserved and unbanked. We 
are open to working with other insti-
tutions,” says Sahney. The success of 
Bandhan Bank in Kolkata and AU Small 
Finance Bank in Rajasthan are inspir-
ing regional-focussed NBFCs to scale 
up nationally and build their case for a 
banking licence.

Uberisation in 
Financial Services
Nath of UGRO Capital says the success 
of such lenders will depend on solving 
problems not being addressed by banks 
and traditional NBFCs. South-based 
Shriram Capital created a business 

on the distribution front with multiple 
co-lending models, including what it 
calls “uberisation” of intermediation. 
Another new-age NBFC, CredAble, 
is bridging the credit gap in supply 
chain financing for MSMEs, as tradi-
tional banks and NBFCs serve only the 
creamy layer of suppliers and distribu-
tors. “On a two-month basis, there is a 
`1 lakh crore working capital credit gap 
in India. Our mission is to triple the 
working capital available in India over 
the next five years,” says Nirav Choksi, 
Co-founder and CEO, CredAble.

Sahney, Nath and Choksi are 
among the hundreds of finance and 
technology professionals who are 
transforming the credit space with 
their innovative solutions and prod-
ucts. These new-age NBFCs or fintechs 
are rewriting the rules of the lending 
business by boarding new sets of cus-
tomers, out-of-the-box risk assess-
ment tools, tapping newer/smaller ge-
ographies and partnering with banks 
and traditional NBFCs for co-lending.

A recent PWC report says such 
NBFCs are reshaping the entire lend-
ing value chain from customer acquisi-
tion and credit scoring to loan servic-
ing and recovery.

Let’s look at their business models. 

Geographical Proof
of Concept
Finova Capital is focussing on mi-
croentrepreneurs and smaller loans/
geographies. It has built templates for 
assessing cash flow or income of small 
entrepreneurs who do not have credit 
history or proper documentation. For 
instance, the template for tea stall own-
ers estimates monthly cash flow or in-
come based on the quantity of milk and 
sugar consumed and the number of gas 
cylinders used, apart from retail and 
corporate sales (to offices).

The company offers loans of `3-
10 lakh for two-seven years. The loan 
book grew 150 per cent to `245 crore 
in 2018/19. “I give higher loan limit 
with longer repayment period than 
any bank or NBFC,” says Sahney. The 
company borrows from the market for 
the long term to avoid asset-liability 
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on hotels, restaurants, travel agents 
along with mobile, apparel and grocery 
stores. Neogrowth is focussed on two 
broad segments – retailers with point of 
sale machines and online sellers.

All these new NBFCs are not re-
lying solely on financial records and 
income tax returns to determine the 
borrower’s creditworthiness. “We have 
modified the credit bureau score with a 
build-in proprietary score,” says Nath. 
UGRO has multiple customer acquisi-
tion strategies and has brought in the 
concept of “uberisation” of financial 
services. “We are tying up with inter-
mediaries such as chartered accoun-
tants and software service providers 
with SME customers to reach out to 
customers,” says Nath. The second big 
channel is ecosystem financing. The 
third is the co-lending model in rural 
areas where it plans to tie up with NBF-
Cs with a good branch network. The 
company recently tied up with another 
NBFC, Sunvest Capital, a specialist in 
rooftop solar financing, for co-lending 
to MSMEs. It has set up a corpus of `20 
crore for this. It has also entered into a 
co-origination partnership with banks 
like SBI and Bank of Baroda. “Our as-
piration is to cover a loan from `1 lakh 
to `1 crore,” says Nath. Ugro’s monthly 
disbursals are over `100 crore. The tar-
get is `1,200 crore by March 2020.

Little Loans, Very
Short Term Tenure
Imagine a company giving loans of as 
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Huge
Potential 

for Credit 
Expansion 

“People are ready to give 
us higher tenure loans. 
Our borrowings are for 

five-year plus. This helps 
us give long tenure loans 

of seven years”

MOHIT SAHNEY,
Founder, Finova Capital

Finova Capital

STARTED IN: 
2015

NUMBER OF BRANCHES: 
80

LOAN BOOK: 

`350
CRORE 

Total income has grown
by 180 per cent from `15.38 
crore in 2017/18 to `43.05 

crore in 2018/19

IT IS CREATING A TEMPLATE 
FOR FINANCIALLY EXCLUDED 

MICRO AND SMALL 
BUSINESSES FROM A TEA 
STALL TO A HAIRDRESSER

around financing used trucks. Similar-
ly, Mannapuram and Muthoot tapped 
the potential of the gold loan business. 
More recently, Pune-based Bajaj Fi-
nance stormed the consumer durables 
finance market which hardly had any 
bank or finance company because of 
small ticket size of the loans and low 
margins. URGO is positioning itself 
as an SME financer in niche segments. 
“Only 10 per cent SMEs in India have 
access to credit. This is a business where 
growth is not a challenge,” says Nath, 
whose firm has raised around `1,000 
crore growth capital from private eq-
uity investors. Flipkart Co-founder 
Sachin Bansal has invested `50 crore 
through non-convertible debentures.

Nath plans to bring in a high degree 
of specialisation along with scale in the 
SME space. The company carried out a 
year-long study of 180 business sectors 
in terms of contribution to GDP, avail-
ability of bank credit and  regulations. 
The list was filtered down to eight 
broad sectors – healthcare, education, 
chemical, food processing & FMCG, 
hospitality, electrical equipment, auto 
component and light engineering. 
There is further sub-division of sectors 
to whom UGRO plans to lend. For in-
stance, healthcare has sub-sectors such 
as eye/dental clinics, pharmacy, radiol-
ogy and pathology. Similarly, education 
has segments such as K12 and play-
school. “We have picked up sectors that 
are macro resilient,” says Nath.

Like UGRO, Indifi has set its eyes 

Figures are credit to 
GDP ratio (%) 

for Q1 of 2019.
Source: BIS
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low as `5,000 for a month. Bengaluru-
based Avail Finance is doing exactly 
that. Its targets are low-income group 
and blue-collar workers like security 
guards, maids, drivers. “It is the first 
loan for most of our borrowers,” says 
Ankush Aggarwal, Founder, Avail 
Finance. “Our model is anchor-led. 
We partner with staffing agencies. 
This reduces instances of defaults/
frauds,” says Aggarwal. The company 
charges 2 per cent interest per month 
for amounts higher than `5,000. It 
also has a loan product of `20,000 
for a five-month period. Most of its 
customers earn less than `20,000 a 
month and have no regular employ-
ment, credit history with bureaus  
or proper identity and residential 
proof documents.

Like Aggarwal’s Avail Finance, 
Bon Credit is serving gig economy 
workers such as taxi drivers and deliv-
ery agents. Chennai-based Open Tap 
caters to mid- to low-income workers 
who earn `6,000-25,000 per month. 
Pune-based Early Salary, as the name 
suggests, offers loans against future 
salaries. Then there is New Delhi-
based Money In Minutes, which 
gives small cash loans of `10,000 to 
`25,000, with a repayment period of 
two to four weeks. One of its interest-
ing products is a “bad credit loan” for 
people with bad credit history. There 
are also dozens of peer-to-peer lend-
ers serving the small loan segment by 
providing a meeting platform for lend-
ers (investors) and borrowers.

Banks and NBFCs have in the past 
stayed away from small ticket and short 
tenure loans. Some who entered the 
segment burnt their fingers around the 
2008 global financial meltdown. The 
fintechs are now filling the gap.

Supply Chain Gaps
Banks and traditional NBFCs have 
been into supply chain financing for 
long. But almost 80 per cent vendors, 
suppliers and distributors do not get 
short-term working capital support 
because of lack of collateral or strong 
balance sheet. The new fintech players 
are using technology to connect large 
corporates with their supply chains. 
Several players such as CredAble, 
KredX and Vayana Network are using 
the cash flow method to lend to such 
players. These vendors and distributors 
can sell their invoices or receivables on 
an online discounting platform to get 
instant funds. This has been made pos-
sible due to regulatory encouragement. 
The Reserve Bank of India (RBI) has 
come out with an online discounting 
system called TReDS. Three players 
have already got licences for offering 
an online-discounting platform. A re-
cent finance ministry-appointed com-
mittee has recommended integrating 
GSTN data with TReDS exchanges 
to enable cash flow-based lending by 
banks and NBFCs.

Even as the government is creating 
a platform to facilitate lending to these 
small supply-chain entrepreneurs, 
the fintechs are spreading their wings. 
Mumbai-based CredAble says the 60-
day credit cycle has a `1 lakh-crore gap. 
“Our mission is to triple the available 
working capital in India over the next 
five years,” says Choksi of CredAble. 
The company focusses on suppliers and 
distributors in sectors such as logistics, 
transportation, facility management, 
raw materials and packaging. Choksi’s 
company works with leading private 
sector and multinational banks.“We 
own the relationship with the enter-
prise and its vendors and suppliers. We 

“We design the product. 
We own the relationship 

with vendors and the 
enterprise. We then bring 
in banks and other capital 

market participants. We 
act like a supply chain 

investment banker”

NIRAV CHOKSI,  
Co-founder & CEO, CredAble

CredAble

STARTED IN:  
2017

NETWORK:  
Six branches, supply chain- 
financing platform with 30 

clients, including banks, 
corporates and suppliers 

and distributors

LOAN BOOK:  

`3,600  
CRORE 

of transactions processed 

 
IT PROVIDES SUPPLY CHAIN- 

FINANCING TO SMALL 
VENDORS AND DEALERS 

WHO ARE OFTEN EXCLUDED 
BECAUSE OF LOWER SCALE 

OF OPERATIONS

The 
Challenges

• Scaling up is a chal-
lenge, real picture to 
emerge after  
three-five years 

• Competition from 
small finance banks 
and traditional NBFCs

• Raising resources 
from market and 
banks is not easy

• Concentration risk as 
they operate in lim-
ited geography, with 
single product

• Private equity pres-
ence, likely dilution of 
promoter equity, as 
companies scale up

• Too many fintech 
players competing in 
the same space

Finance – NBFCs
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bring in banks and other capital market 
participants to undertake supply chain 
financing. We act like an investment 
banker,” says Choksi.

Supply-chain financing, say ex-
perts, is set to achieve substantial 
scale with government and fintechs 
(working with banks) pitching in to 
help vendors and suppliers, which are 
mostly MSMEs.

White Spaces in
Education Sector
Lending to the education sector has 
always been restricted to loans for 
higher studies in India and abroad. 
Public sector banks, which always com-
plained of higher NPAs in the educa-
tion segment, focussed on low-ticket 
size education loans whereas private 
and foreign banks looked at loans for 
studying in the top-notch institutes. 
Segments like lending to schools, es-
pecially play schools, coaching centres 
and vocational and higher studies in-
stitutes, remained neglected. Not now. 
South-based Varthana lends to afford-
able private schools. It offers a `5 lakh 
unsecured loan for three years. The 
only eligibility is that the school should 
have a three-year record and facilities 
for at least 300 students. It also has a 
secured product offering loans up to 
`2 crore for larger schools for a period 
of eight years. The school should have a 
three-year track record and facilities for 
at least 500 students. Another NBFC, 
Intec Capital, offers loans to private 
schools, coaching centres and private 
vocational colleges.

 
Challenges and
Way Forward
These new-age NBFCs are set to in-
crease their contribution to consump-
tion and GDP. At present, they all are 
starting with growth capital raised 
from venture capitalists and private eq-
uity players. Experts say investors’ en-
thusiasm can be a good proxy to gauge 
their impact on the ground. A finance 
ministry report quoted total invest-
ment of $2.3 billion by private equity 
and venture capitalist players in fin-
techs in 2016 and 2017. In the first half 
of calendar year 2018, the figure was 

abysmally low at 57 per cent. For China, 
the figure is over 200 per cent (See Huge 
Potential for Credit Expansion).

At present, traditional NBFCs’ 
share in banking industry advances is 
about 20 per cent. Their share in bal-
ance sheet is just 15 per cent. Also, the 
NBFC is a fragmented segment with 
10,000-plus entities, whereas there 
are about 100 commercial banks. Ac-
cording to a report, Beyond Fintech by 
the World Economic Forum, fintechs 
are setting the foundation for disrupt-
ing the incumbent financial institu-
tions. Their biggest differentiation is 
customised solutions unlike banks’ 
one-size-fits-all approach. They are 
also shifting from collateral lending 
to cash flow-based lending, which in 
itself can open up a huge market. In 
terms of risk management, they are 
relying on much larger databases (e-
commerce transactions, RTO data ) 
and social media tools than the tradi-
tional credit bureaus, which use just 
the banking relationship to arrive at  
a credit score.

The real success of these NBFCs 
will be tested when they scale up and 
face stress on loan books. They also 
have to go through many economic cy-
cles to test the capacity of borrowers to 
pay in difficult times. Going forward, 
there are also issues like data privacy. 
At present, customer data is freely 
shared with third parties without con-
sent. “The industry should ensure that 
consumer consent is obtained upfront 
and data governance standards are 
in place to safeguard customer data,” 
says a PWC report. The industry will 
have to ensure good corporate gover-
nance, strong management and long-
term sustainability of profits. The big-
gest competition will come from small 
finance banks and tech-savvy private 
banks as they can easily replicate the 
products using their low cost of funds 
to their advantage. “Banks prefer to 
play in higher loan-ticket size. There is 
a huge opportunity for all if one looks 
at parameters like credit to GDP or 
mortgage to GDP ratios in India,” says 
Sahney of Finova Capital. 

@anandadhikari 

“Our model is anchor-led. 
We partner with staffing 

agencies. This reduces 
defaults/frauds”

ANKUSH AGGARWAL,  
Founder, Avail Finance

Avail Finance

STARTED IN:  
2017

NETWORK:  
Operates through anchor 

model of tying up B2B 
acquisition, which is  
more of an alliance 

LOAN BOOK:  

`100  
CRORE 

 
IT PROVIDES VERY SMALL 
TICKET SIZE LOANS OF AS 
LOW AS `5,000 TO LOW-

INCOME GROUP AND BLUE-
COLLAR WORKERS LIKE  

SECURITY GUARDS

$640 million. Globally, fintech invest-
ments reached a record $57.9 billion 
during the period.

Clearly, India is in a sweet spot. 
There is a huge potential for credit ex-
pansion as our credit to GDP ratio is 
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ILLUSTRATION BY RAJ VERMA

In India and elsewhere, the electric 
vehicle story has not quite lived 

up to the overzealous projections 
of a few years ago. A course 

correction is under way

LOW ON 
CHARGE
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is evident from the first month of this new decade, the 
future of the automobile industry in India belongs to elec-
tric vehicles (EVs). Almost half a dozen new vehicles were 
either launched or unveiled in January. This is more than 
the tally for the whole of 2019.

A few of them such as Bajaj Chetak, TVS iQube and 
Mercedes EQC heralded the entry of established players 
into the mix. A couple of others, namely, Tata Nexon EV 
and MG’s ZS EV, sought to lower the bar on affordability. 
Ather Energy, which has fast gained the reputation of be-
ing the Tesla for electric two-wheelers in India, took the 
other route with its 450X electric scooter offering hyper 
performance. The company calls it the ‘super scooter’.    

This is just the beginning. EVs are at the centre-stage 
at this year’s Auto Expo and many new brands and mod-
els will enter the fray during the course of the year. It is 
not difficult to see why these developments are follow-
ing the government’s push for EVs over the past three 
years. EVs are touted as a one-stop solution to many 
critical problems in India. The most direct and im-
mediate impact is on curbing air pollution and 
reducing import of crude oil. Crude alone ac-
counts for more than a quarter of the country’s 
overall imports. The country accounts for 
29.4 per cent of the world’s oil consumption, 
only behind China and the US. India is 
also the world’s third-largest emitter 
of carbon dioxide (CO2) at two mil-
lion kilotons behind, again, China 
and the US. In the national capi-
tal of Delhi, pollution due to par-
ticulate matter regularly exceeds 
the World Health Organization’s 
(WHO) limits by a factor of 7-12.

EVs can provide a solution to 
both these problems (air pollu-
tion and dependence on crude oil 
import) but there are a number 
of issues that need to be solved 
before they become mainstream. 
For all the reduction in prices of 
lithium-ion batteries that power 
EVs today, they still remain ex-
pensive, which, in turn, makes 
them unaffordable. But more 
importantly, charging them is a 

bigger problem. “I have been saying for the past 10 years 
that the time for EVs has come but now we can say for 
sure that, on a business viability aspect, at least for shared 
mobility, the time has indeed come,” says Pawan Goenka, 
Managing Director, Mahindra and Mahindra (M&M).

“For personal mobility needs, we need bigger bat-
teries, which offer a range of 400 km, so a customer can 
drive from Delhi to Chandigarh or Jaipur. That costs 
money and there is some viability gap as well. There is 
still a need for an 8-10 per cent reduction in price before 
EVs become viable for the bulk of personal transporta-
tion needs,” added Goenka. 

Bit by bit though, these issues are being addressed, 
even for an individual customer. When Hyundai 
launched Kona EV last year priced at ̀ 25 lakh, it was con-
sidered a breakthrough. In less than six months, China’s 
MG Motors lowered the benchmark when it priced its  
EV (ZS SUV) at under `20 lakh (in January this year) 
and in less than a week from that, Tata further reduced it 
to less than `15 lakh with the launch of Nexon EV.

“The BS-VI roll-out, which will make ICE (internal 
combustion engine) vehicles more expensive, will be an-
other enabler in the short term. At the same time, a lot of 
work is being done on creating charging infrastructure. 
The next inflection point will be somewhere in 2022 
when enough number of charging stations would have 
been installed and the market would have multiple prod-
ucts,” says Shailesh Chandra, President, Electric Vehicle 
Business and Corporate Strategy, Tata Motors. “Electric 

cars are powerful and fun to drive and Nexon EV has a 
certified range of 311 km. The moment cars with over 

250 km range start entering the market – there will 
be many more (of these) in the next few months – 
they will become attractive and viable to an indi-

vidual car user. I can foresee a situation then where 
EVs account for 10-12 per cent of new car sales,” he 

adds. This may sound like a hyperbole when just a 

Industry – Electric VehiclesAs

“THE BASIC DEMAND HAS TO 
COME FROM CUSTOMERS 
AND AT THIS MOMENT, THERE 
IS NO SUCH DEMAND (FOR 
EVS). IN CHINA (THE BIGGEST 
MARKET FOR ELECTRIC CARS 
IN THE WORLD), THE DEMAND 
WAS ARTIFICIAL DUE TO 
GOVERNMENT SUPPORT. 
THEY REDUCED THAT AND 
THE SALES DROPPED”
Kenichi Ayukawa, Managing Director and
CEO, Maruti Suzuki India

PHOTOGRAPH BY RACHIT GOSWAMI
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dustry has to pick up, it has to be from ground-up. It has to 
focus on low-speed vehicles for masses. The focus has to 
be on the base of the pyramid, which is low-speed, if EVs 
have to really work,” he adds. 

With its focus squarely on shared mobility, FAME 
II also offers no incentives for electric cars meant for 
private usage. This has restricted its ambit to just 20 
per cent of the new car market today. According to the 
industry, no incentives for private cars may not be wise 
in the long term. “We would definitely like FAME II to 
cover private cars. That will help us make them more af-
fordable,” says Chandra of Tata Motors. “Nevertheless, 

we will keep launching products for indi-
vidual customers because if electric cars 
are branded as those meant only for fleet 
and taxis, it will damage the industry in the 
long term,” he explains. 

For buses also – a key focus area for the 
government – there has been a reduction 
in the subsidy amount. While FAME I of-
fered a subsidy of `85 lakh to `1 crore for 
low-floor electric buses, depending on the 
level of localisation, FAME II has pruned it 
to `35-55 lakh. This has already led to an in-
crease in bid amounts in tenders for e-buses 
by state transport authorities in the past six 
months. The lowest quote received by Deh-
radun Smart City for 12-metre buses in a 
recent tender was `90.90 per km, while for 
Jaipur City Transport Service, it was `85.95 
per km. This is far higher than the bids in the 

pilot round of FAME I Scheme when Goldstone-BYD had 
placed bids of `29.28 per km for a nine-metre AC bus for 
Bengaluru and `36 per km for a similar variant for Hyder-
abad. Tata Motors had won a similar contract in Jaipur 
with a bid of `70 per km.

“The subsidy amount under FAME II has been reduced 
from `1 crore to `50 lakh. But earlier, the subsidy was of a 
different type. The FAME I subsidy was over three years. 
Now, it is in a single shot,” says Nishant Arya, Executive 
Director, JBM Auto. “Now, the methodology, policy and 
roadmap are clear. The government has asked for bank 

little over 1,000 new electric cars were sold in the first half 
of this fiscal in a market where around thre million new 
cars are sold every year, but such is the optimism.

Off the Script
Not everything, though, is going as per plan. The in-
troduction of the second edition of the government’s 
overarching Faster Adoption and Manufacturing of 
Electric and Hybrid (FAME) Scheme was intended to act 
as a catalyst for the industry but has ended up becoming 
a roadblock.

The stated ambition of FAME II, which has seen a ten-
fold increase in its corpus to `10,000 crore for 
financial years 2020 and 2022 from just less 
than `1,000 crore under FAME I, is to build 
a capacity of 10 lakh two-wheelers, five lakh 
three-wheelers, 55,000 four-wheelers and 
7,000 buses that operate on lithium-ion bat-
teries by 2021/22. But the scheme has also put 
in caveats that have taken the industry by sur-
prise. For two-wheelers, for example, a mini-
mum range of 80 km per full charge and a min-
imum top speed of 40 kmph has been specified 
to qualify for the incentive of `20,000.

In contrast, under FAME I, even low-speed 
two-wheelers with top speed of up to 25 kmph 
qualified for incentives of up to `17,000. This 
had caused widespread disruption in the mar-
ket. According to the Society of Manufactur-
ers of Electric Vehicles (SMEV), sale of FAME 
II qualified electric two-wheelers in the April-
December 2019 period was just 3,000 units as against 
48,671 units in the year-ago period when FAME I was in 
place, a decline of 93.84 per cent. “There was a certain 
trajectory when we had FAME I. However, with FAME II, 
whatever be the logic and reason, the manner in which it 
was introduced (has led) the industry into a downturn 
and we are still in the process of recovering from that,” 
says Naveen Munjal, Managing Director, Hero Electric, 
the largest electric two-wheeler company in India.

“The new policy came as a shocker and hasn’t deliv-
ered for sure. It needs to be completely changed. If the in-

EV Sales 
in India
Sales of electric cars and 
two-wheelers have increased. 
Better technology and subsidy 
can push this up further

crore
Outlay for EVs 
under FAME II

crore
Outlay for EVs 
under FAME I

42,000

16,000 22,000 25,000

56,000

129,600

52,340

(2013/14)

H1 2019/20

Source: Society of Manufacturers of Electric Vehicles
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guarantee for five years so the cost is built in as well. This 
brings in transparency into the system. Earlier (in the 
first round), people were bidding in an absurd and ad-hoc 
manner. The bid prices were not sustainable so we should 
not read too much into it. In Delhi, for CNG buses, the ten-
der that won was for `84 per km for low-floor buses. With 
subsidy, the electric buses are able to match the prices of 
diesel and CNG buses,” adds Arya.

There are also concerns about how long a cash strapped 
government like India’s can subsidise EVs in future. Poli-
cymakers are happy to quote China as a template but even 
there recent events have not been encouraging. In China, 
which accounts for half the global EV sales, the govern-
ment cut subsidies of as much as RMB 50,000 (about 
$7,165) per EV by half in June 2019. It resulted in a fall in 
EV sales in the country for the first time, by 4.7 per cent in 
July 2019. Since then, it has only worsened 
with a 16 per cent decline in August, 27 per 
cent in September, 45.6 per cent in October 
and 43.7 per cent in November. EV sales fell 
another 22 per cent year on year in Decem-
ber (2019). “The basic demand has to come 
from customers and at this moment, there 
is no such demand (for EVs). In China, the 
demand was artificial, due to government 
support. The sales dropped once the gov-
ernment reduced subsidy support,” says 
Kenichi Ayukawa, Managing Director and CEO, Maruti 
Suzuki India, the country’s largest carmaker.

Ayukawa also feels the pace of technology develop-
ment is an issue. “It takes time for technology to mature as 
also for infrastructure to be developed. In future, it may 
come after 5-10 years. But it needs time. Battery technol-
ogy is still developing. There are raw material limitations. 
Safety concerns also need to be addressed,” he says. 

In India, the failure of an ambitious project to convert 
part of the government’s fleet of vehicles to electric un-
dertaken by state-run Energy Efficiency Services (EESL) 
has dampened sentiment. Some government officials 
were reportedly unhappy with the performance owing 
to low range and limited options. EESL realised belat-

edly that it needed to invest in developing charging infra-
structure first. Less than 2,000 electric cars have been 
procured so far against the first tender of 10,000 cars that 
was bagged by Tata Motors and M&M with their first-gen-
eration eTigor and e-Verito, respectively.

“The programme did not take off as the cars were 
suited more for shared mobility and not for senior bureau-
crats. These were also early lifecycle vehicles and there 
were some issues and so the vehicles did not find accep-
tance with the target audience,” says Goenka of M&M. 
“But it still did its job. EVs came into the limelight only 
because of EESL,” he says. 

The initial exuberance when several ministers said 
they wanted the industry to turn completely electric by 
2030 was misplaced. “In India, we were clearly out of 
sync when we thought the changeover will happen rap-

idly. The government was making aggres-
sive noises but the industry did not really 
respond,” says Ravi Bhatia, President and 
Director, JATO Dynamics, an automotive 
research firm. “Globally, except for Tesla, 
which has done a lot of work on technol-
ogy, development has been slow. We are 
looking at a situation that even 10 years 
down the line, we will have an ICE-dom-
inated industry,” he says.

Hybrids Back in the Mix?
One of the biggest challenges in the minds of consumers 
in India concerning EVs is range. With only a few hundred 
charging stations in place today instead of thousands that 
are needed, there has been a renewed push from several 
sections of the industry to look at hybrids as a temporary 
solution. Maruti, which had earlier said it would launch its 
first fully electric car, eWagon R, by 2021, recently back-
tracked citing lack of infrastructure and fiscal incentives. 
Maruti said it would only launch the car for the fleet seg-
ment where FAME II incentives are available. 

“It is very difficult to focus only on one technology. We 
have to have many alternate technologies – EVs, hybrids, 
CNG and biofuels. It depends on the cost and convenience 

Industry – Electric Vehicles

1,071
Number of electric 

cars sold in first half of 
2019/20 in India, where 

around three million new 
cars are sold every year

“FOR PERSONAL MOBILITY NEEDS, WE 
NEED BIGGER BATTERIES THAT OFFER 

A RANGE OF 400 KM... THAT COSTS 
MONEY AND THERE IS SOME VIABILITY 

GAP. THERE IS STILL NEED FOR A 8-10 PER 
CENT REDUCTION IN PRICE BEFORE EVS

BECOME VIABLE FOR BULK OF PERSONAL 
TRANSPORTATION NEEDS”

Pawan Goenka, Managing Director, 
Mahindra & Mahindra
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of the consumer. Focusing only on one technology is very 
dangerous,” says Ayukawa of Maruti.

The government should also give some tax incentive 
on hybrid vehicles as they increase the fuel economy by re-
ducing emissions by 30-40 per cent, adds Ayukawa. Even 
the government, which was once opposed to hybrids, has 
softened its tone. At the annual convention 
of automakers organised by industry body 
Society of Indian Automobile Manufac-
turers (SIAM) in September 2019, Union 
Minister for Road Transport & Highways, 
Nitin Gadkari, agreed that hybrid cars, 
too, should enjoy lower taxation. “We have 
already reduced GST on EVs and now I am 
trying to make sure that the hybrid cars 
too get a similar reduction,” he said. “I am 
following up with the finance ministry, so 
should the manufacturers, so that it (hy-
brid cars) too can be covered under the 
same bracket,” Gadkari said. 

The ‘H’ word, however, divides the in-
dustry down the middle. While the Japa-
nese lobby of Maruti, Toyota and Honda 
favours it, homegrown companies such 
as Tata and Mahindra, which are eager to 
gain the first-mover advantage with EVs, 
do not wish to be pegged back. The oth-
ers, including Hyundai and the European 
carmakers, which have technologies read-
ily available in their global line-up, are sit-
ting on the fence.

“Hybrids should not be seen in the same 
light as electric. It is an intermediary step 
and is more for compliance. With stringent 

CAFE (corporate average fuel economy) norms in the off-
ing, hybrids would help. Even we have the technology but 
our focus is on electric,” says Chandra of Tata. “EVs are 
the ultimate answer to climate change.”

The turf war over technologies concerning the future 
of mobility may have a geopolitical context as well. China 

is the clear leader in EV technologies and 
also has an upper hand in supply chain 
for batteries. There is an underlying fear 
that China may hold the world to ransom 
in an all-electric scenario, something 
that will impact India, the fourth largest 
automobile market in the world. At pres-
ent, the electric revolution may merely 
mean substituting import of crude from 
West Asia for lithium, cobalt, graphite 
and nickel sourced from mines owned 
and controlled by China in Latin Ameri-
ca and Africa.

“All that we are seeing across the 
world today and in every sector is a fight 
between the US and China. It is a fight 
for leadership. They want to be less de-
pendent on oil,” says Dieter Becker, 
Global Chairman of KPMG’s automo-
tive practice. The world’s top three 
markets have all voiced their opinion, 
China for electric, the US for gaso-
line and Japan for hybrids and fuel cell 
vehicles. The fourth largest, India, which 
could soon become the third, is yet to 
make up its mind. 

@sumantbanerji
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WHY EVS?
Their importance
Helps reduce dependence 
on crude and with it the oil 
import bill that rose to $111.7 
billion in 2018/19

With no tail pipe emissions, 
it curbs air pollution. India 
is one of the most polluted 
countries in the world

With just a dozen moving 
parts compared to over 2,000 
in cars today, maintenance 
cost of an EV is a fraction
Pain points 
Lack of charging 
infrastructure is the biggest 
deterrent in adoption of EVs

Cost of lithium-ion batteries 
has come down but still 
continues to be high for a 
low-cost market like India

Policy flip-flop has repeatedly 
hampered the growth of the 
EV industry in India

More 
Power
The revised FAME 
II scheme is more 
comprehensive as 
it covers charging 
stations too, but has 
caveats such as on 
minimum top speed 

Source: SMEV

BEV: Battery Electric 
Vehicle
*Minimum range of 80 km 
and minimum speed of 
40 kmph

Low-speed led High-speed 
lithium*

Commercial 
vehicle

L5 certified

Any BEV

Government 
Semi-govt.
Others

Up to 100%
Up to 70%
Up to 50%

Cap `1.5 lakh

Cap `15 lakh

Cap `5 lakh

MODEL MODELSUBSIDY (`) SUBSIDY (`)

 7,500 10,000/Kwh

10,000/Kwh

10,000/Kwh

20,000/Kwh

High-speed led  9,500

Low-speed lithium 17,000

High-speed lithium 22,000

Any BEV 1.4 lakh

L5 certified

Any BEV

35,000

Up to 60%

Charging station subsidy

FAME I FAME II

Type of compound
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A clutch of start-ups is making inroads 

into the niche market for learning-based 

activity boxes. The response is strong but 

as of now limited to urban areas

BY K.T.P. RADHIKA 

ntil two years ago, Prabha Nate-
san’s five-year-old daughter Srishti 
would spend most of her time watch-
ing TV or with other gadgets. “This 
was also when I had my second child 
and I didn’t have enough time to take 
Srishti out to play. So, she was hooked 
to screens. Her learning activities, 
creativity, etc., were getting affect-
ed,” recalls Bengaluru-based Nate-
san. A friend suggested Magic Crate, 
a subscription-based ‘activity box’. 

Industry – Education

“My daughter enjoyed them. The ac-
tivities not only kept her engaged but 
also sharpened her skill sets,” says 
Natesan, echoing what many parents 
say about such activity boxes, which 
are usually theme-based and contain 
projects, games and DIY activities 
that help children develop motor, 
cognitive and social skills.

The strong demand from new-age 
parents is reason enough for makers 
of such boxes as well as their inves-
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tors to place big bets in the segment. 
India’s ‘children and parenting’ sec-
tor, and its educational-based enter-
tainment segment in particular, has 
grown manifold in the past five years. 
Several start-ups have entered the 
space and caught the eye of the inves-
tor community. The reason is that not 
only does India have the world’s larg-
est child population — children (0-14 
years) account for a little less than a 
third of the country’s 1.3 billion-plus 

population (Ministry of Statistics 
and Programme Implementation) — 
among the urban population, 26 per 
cent or about 99 million people are in 
the 0-14 years age group. The market 
is vast.  

While the larger edu-tech sector 
is witnessing a boom thanks to com-
panies such as Byjus, the biggest uni-
corn in the sector, early-development 
and educational-products companies 
are getting more attention too. “Over 

”In 2013, when we started 
Flintobox, theere werre 

bbbarreeelyyy aany aactivvity-bassed 
leeaarnnniinng solutions that 

operated on 
the subscription model 

in India“
Arunprasad Durairaj

Co-founder, Flinto Learning Solutions

FLINTO 
LEARNING 

SOLUTIONS

CCOOO--FFOOOUNDDERRS 

Arunprasad 

Durairaj (in picture), 

Vijaybabu Gandhi 

and S.P. Shreenidhi

CCUSSSSTTOOOOMEER BASE

Catered to
6,00,000
customers till now;

aims for 5,00,000

customers a year 

by 2022

7,50,000 boxes

dispatched in 

2018/19

Aims to be 

profitable by 

2019/20 with 

revenue of `70-80 

crore

FFUUNNNDDIINNG 
RREECCCEEIIVVVEDD
$9.5 million
 in five rounds

INNNVVEESSSTTTORRS 

InnoVen Capital, 

Lightbox, 
Globevestor, and 

others

CCOOOSSSTT
Subscription rates 

are `3,585-14,340 

for three to 12 

months

Source: Company
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80 per cent of critical brain develop-
ment happens before a child turns 
eight. So, many new parents are will-
ing to spend more on their children at 
this stage and want them to acquire 
skills such as analytical reasoning 
and complex problem solving,” says 
R. Viswanathan, Co-founder of Beng-
aluru-based Magic Crate. “Spending 
starts as soon as a child is born and 
there is no end to it. So, they (parents) 
are high lifetime-value consumers,” 
he adds.

Gaining a Foothold
The segment of learning activity 
boxes is niche and shares the market 
with educational toys as well as early 
childhood education. Globally, the 
early childhood learning and educa-
tion market was pegged around $2.2 
billion in 2017, according to Market-
watch, and is expected to reach $2.9 
billion by 2022. The educational toy 
market stands at $25 billion (in 2019) 
and is set to reach $34 billion over the 
next five years, says research agency 
Orbis Research. In India, however, 
the segment is highly fragmented and 
has started growing in earnest only 
recently.

“In 2013, when we started Flinto-
box, there were barely any activity-
based learning solutions that oper-
ated on the subscription model in 
India. It was very difficult to go to 
the market as parents were not aware 
then,” says Arunprasad Durairaj, Co-
founder, Flinto Learning Solutions. 

However, with the expansion of 
e-commerce, mobile penetration and 
advancements in payment gateways, 
the market has become more devel-
oped now. Starting with 500 custom-
ers in its first year of operations in 
2013, Flinto has so far served around 
6,00,000 customers. “In the last fi-
nancial year (2018/19), we shipped 
7,50,000 boxes,” says Durairaj.

The market for offline educational 
games-based products is growing at 
20 per cent CAGR, according to in-
dustry players.

Among the companies that oper-
ate in the activity-boxes space is Del-

abox, like many of its competitors, 
has designers as well as teachers who 
come up with concepts and activities 
suitable for various age groups. 

“With more than 30 million chil-
dren in the 2-12 years age group in 
Tier-1 cities alone, the market is ready 
for big expansion,” says Das. The 
company has about 1,00,000 custom-
ers and ships to about 900 locations 
in India, he adds. Das says the com-
pany’s revenue is growing at 150 per 
cent year-on-year. 

Xplorabox’s competitor Magic 
Crate, which was founded in 2014, 
has dispatched over a million boxes 
till now and is reporting 10 per cent 
growth in revenues every month, 
according to its co-founder Viswa-
nathan. “At present, we are sending 
more than 50,000 boxes every month 
and have raised `25 crore investment 
in total,” he adds.

Industry – Education

hi-based Xplorabox. “Children under 
10 years do not have much academic 
pressure but possess a lot of energy. 
In urban centres, playing outside 
is not easy for most kids,” observes 
Rishi Das Agarwal, Co-founder of 
Xplorabox. Founded in 2015, Xplor-

MAGIC 
CRATE

FFOOUUUNNDDDED 
in 2014

CCOOO--FFOOOUNDDERRS 

Viswanathan 

Ramakrishnan 

(sitting below) and 

Karthik Lakshman

CCUSSSSTTOOOOMEER BASE

Average number of 

boxes dispatched 

in a month: 

50,000-plus

1 million-plus

boxes dispatched 

till now (average of 

166,667 a year) 

Aims to be 

profitable by FY22

FFUUNNNDDIINNG 
RREECCCEEIIVVVEDD
`25 crore

INNVVEESSSTTTORRS 

Fireside Ventures 

and 3One4 Capital

CCOOOSSSTT
`1,999 for three 

months

Source: Company 

”80% of critical brain 
development happens 

before a child turns eight.
SSoo, mmmaaannny neew ppareentss are 

wwwiilling to sspennd 
mmoooree oon their chiildreen 

at this stage“
R. Viswanathan

Co-founder, Magic Crate
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Investor Interest
With learning-based activity boxes 
slowly gaining acceptance, investors 
are biting the bait. While Magic Crate 
is backed by investors such as Fireside 
Ventures and 3One4 Capital, Flinto 
Learning Solutions, the pioneer in the 

of production is not huge and will 
come down with time,” says Laxman 
Kumar Nasarpuri, Partner at Green-
shoot Capital, which has invested in 
Xplorabox. “It is easier to reach out 
to the market as you have a focused 
set of customers in preschools and 
schools,” he says.

Agrees Kannan Sitaram, Venture 
Partner at FiresideVentures: “Most 
of the subscription-based platforms 
have 60-70 per cent repeat customers 
and will have superior returns com-
pared to other sectors.” Fireside has 
invested in two other companies that 
cater to children, and the three in-
vestments together account for about 
25 per cent of its exposure 

Next Step
While the main focus for activity box 
makers remains subscriptions (most-
ly taken by parents), they are ventur-
ing into other markets as well. Flinto 
Learning Solutions is targeting pre-
schools with a product-as-a-service 
model. They have pre-packaged ma-
terial for children, online teacher 
training and assessment of teachers 
and children. “We are aggressively 
partnering with schools and innovat-
ing our product portfolio,” says Du-
rairaj.

“We are also going to be available 
in physical stores and are trying for 
the next round of fundraising,” says 

field, has till now received about $9.5 
million in five rounds from InnoVen 
Capital, Lightbox, Globevestor, and 
others. Xplorabox has also received 
two rounds of funding (undisclosed 
sum) from investors Green Shoots 
Capital, SucSEED Venture Partners 
and Z Nation Lab. 

“It is a massively scalable busi-
ness, growing at over 100 per cent,” 
says Prashant Mehta, Partner, Light-
box Ventures, which has invested 
in FlintoBox. “It has significantly 
higher retention rates because of the 
subscription-based model,” he adds.

Another attraction is the seg-
ment’s high EBITDA margin. “The 
EBITDA margin is more than 50 per 
cent. So, even if you become lenient 
with expenses, you still end up with 
15-20 per cent margins as the cost 

”With moore tthann 300 
mmiillliooonn chhildreen in thhe 

aaggeee gggroupp of 22-122 yeaars
in Tier-1 cities alone, the 
market is ready for big 

expansion“
Rishi Das

Co-founder, Xplorabox
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XPLORABOX

FFOOUUUNNDDDED 
in 2015

CCOOO--FFOOOUNDDERRS 

Rishi Das (in 

picture), Shweta 

Das, Dhirendra 

Meena and 

Rishabh Gupta 

CCUSSSSTTOOOOMEER 

BBAASSSEEE
1,00,000 
customers till now

FUNDING 
RECEIVED
Not disclosed

INVESTORS 

Green Shoots 

Capital, SucSEED 

Venture Partners 

and Z Nation Lab

COST
`3,597 for three 

months

Source: Company 
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Viswanathan of Magic Crate. 
The gaining popularity of the seg-

ment has attracted others too. In 
2018, publishing house S Chand and 
Company entered into a partnership 
with South Korea-based Sigong Me-
dia, which makes NuriNori activity 
boxes for preschool children. It has 
also invested in New-Delhi based 
Smartivity Labs, a STEM (Science, 
Technology, Engineering, Mathemat-
ics) toys design start-up. Lucknow-
based `250-crore publisher Kriti 
Prakashan, which publishes schools 
textbooks, companion books and sto-
ry books, also plans to join the fray. 
Along with books, it is distributing 
activity boxes free of cost to schools. 
It is in preliminary talks with an ac-
tivity box start-up for a tie-up

Not to be left behind, toy manu-
facturer Funskool has increased its 
portfolio of puzzles, DIY activity kits 
and art and craft offerings. At pres-
ent, these products account for more 
than 20 per cent of Funskool’s overall 
revenues. “In the next few months, 
we are going to launch STEM toys, 
as there is a growing market in that 
space,” says R. Jeswant, Senior Vice-
President, Sales and Marketing, Fun-
skool India.

With funds on track, market play-
ers are bullish. Many say that chil-
dren’s products and services are gen-
erally immune to market fluctuations 
as parents cut expenses elsewhere 
rather than here. Most activity box 
companies expect to break even and 
become profitable in another two to 
three years. Viswanathan of Magic 
Crate says the company is aiming 
to become profitable in the next 18 
months. Flinto’s target is to clock a 
revenue of `70-80 crore in 2019/20 
and cater to 5,00,000 customers a 
year by 2022.  

Hurdle Race
The hurdle in faster growth of activ-
ity-based boxes is low awareness in 
smaller towns. “We have made in-
roads in Tier-I cities but exposure to 
child development needs is limited 
in Tier-II and III markets. We are not 

growing aggressively in that market,” 
says Durairaj of Flinto. 

On the supply side, the makers 
are not able to find good talent, es-
pecially designers. “This is because 
the industry is nascent. So far, there 
were limited opportunities in child 
psychology, children centric design, 
etc. So, people were not really equip-
ping themselves to serve this market 
unlike, say, the technology industry 
where there are many opportunities,” 
says Durairaj. 

Cost is also a deterrent for buy-
ers. While the companies are work-
ing on increasing their reach and 
products, many parents find the cost 
high. “Projects and activities can-
not be revisited the way puzzles can 
be. Of course, the activities are very 
informative, sharpen focus, improve 
hand-eye coordination while keeping 
the child engaged, but once you are 
done with a project, you are done,” 
says Chennai-based K.K. Yamini, 
who has subscribed to multiple boxes 
in the past two years for her five-year-
old daughter.

Increased scale could make the 
products more profitable, but innova-
tion and variety along with more par-
ents feeling the need to keep children 
away from screens is what the segment 
needs if it is to get to the next level. 

The author is a freelance writer 
based in Chennai

Industry – Education

WWhat works……

Huge scope: About 99 million 
children in urban locations in the 
0-14 years age group. The market 

is niche and concentrated

Interest from parents: Many 
parents are keen to develop their 

children’s STEM (Science, Tech-
nology, Engineering, 

Mathematics) skills 

Investor interest: 50 per cent 
EBITDA margin; 60-70 per 

cent repeat customers; low 
production cost

Expansion: Branching out to pre-
schools with product-as-a-service

...WWhat ddoeesn'tt

Low awareness, especially in 
Tier-II and III locations

Cost may be a deterrent for 
many parents

Inadequate talent available in 
children-centric design segment

Many children may not be able 
to work independently, and 

activities cannot be revisited
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We pass on more than we realise, and in 
a future world of Artificial Intelligence, 
we risk building our biases, probably 
indelibly, into the systems of tomorrow

The (Not So) Secret 
Sauce of Inclusion

t is rather ironic that I am writing about inclu-
sion being the future of work. This shouldn’t have 
to be the future; it must be our present. Not just  
at our workplaces, but in the communities we 
build, relationships we foster, and people we 
choose to become.

Godrej was founded during India’s Swadeshi 
movement. Back in 1897 it was freedom and the 

original ‘Make In India’. Ardeshir Godrej, our founder and 
an ardent nationalist, donated a significant share of our 
profits to the Tilak Swaraj Fund, making it the single larg-
est contribution back then. We believed – and continue to 
believe – strongly in the values of trust, integrity and im-
portantly, equality. This was a core idea for me, along with 
what my father emphasised – trusteeship of wealth; that 
we don’t actually own anything; our job is to make Godrej 
stronger and better during our years serving it. For me, 
this translates into continuing to build Godrej as a ‘good' 
company, alongside strong value creation and innovative, 
much-loved products.

Companies like ours can make real change possible. We 
have the resources and reach, through our people, partners 
and communities. There are many powerful examples. 
Take IBM. They have passionately driven their inclusivity 
agenda since the early twentieth century, from civil rights 
to inclusion of women, LGBT+ and the disabled, long be-
fore it was fashionable to do so. In the early nineties, au-
tomaker Subaru chanced upon the insight that it was the 
preferred brand for lesbian consumers in the US. They act-
ed on it despite the controversy around the gay liberation 
movement and became synonymous with the community, 
years before marketers highlighted the benefits of target-
ing LGBT+ consumers.

As a multinational conglomerate, delighting over a bil-
lion consumers, becoming more inclusive isn’t just about 
DNA or the right thing to do; it makes excellent business 
sense. There’s enough research to show that companies 

with greater diversity in leadership roles are more inno-
vative, customer-centric and profitable. At Godrej too, 
companies with greater diversity in senior management, 
showed more positive shifts in work cultures. Research 
shows that people like to work at inclusive companies. So, 
it helps us attract and retain talent.

This then is our (not so) secret sauce – making Godrej 
representative of our diverse, global consumers. We are 
building diversity in different ways – through businesses in 
new geographies, inclusive stances on gender and LGBT+ 
rights, and hiring for future-ready skills. Rather than nar-
rowing the definition of inclusion, we are broadening it. 
Our message to the world is that we want to hire all kinds 
of people and we want to enable them to bring their ‘whole 
selves’ to Godrej.

 
Creating Alliances
We are a big supporter of LGBT+ rights and my hope is that 
Godrej can become a real force for good for our colleagues 
in the community. LGBT+ empowerment isn’t just nice 
to do. Venture capital firm LGBT Capital pegs the spend-
ing power of the global LGBT+ community at $3.7 trillion. 
That’s not counting the ripple effects on friends, family 
and allies. If this community were a country, it would have 
the fourth highest GDP globally, of $4.6 trillion. Recent 
studies also show that each successive generation has a 
marked increase in people who identify as LGBT+. Given 
that Centennials or Gen Z-ers will define the businesses of 
tomorrow, we can’t afford to ignore their increasingly vo-
cal stand on gender binaries.

Efforts at Godrej started much before the Indian Su-
preme Court’s landmark judgement on Section 377 in 
2018. Over the years, we’ve made policy changes to in-
clude an equal opportunity policy, same-sex partner ben-
efits, gender neutral adoption leave, and gender reassign-
ment provisions for transgender team members. We also 
hosted conversations for people to understand why these 

I
BY NISABA GODREJ
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revisions were made.
The catalyst for many of the changes is my colleague 

and founder of the Godrej India Culture Lab, Parmesh 
Shahani. Through nine years of innovative programming 
at the Lab, Shahani has pushed the needle to make not just 
the company, but India, more inclusive. These conversa-
tions were key to enable our policy changes and global 
collaborations. In 2017, we partnered with the United Na-
tions to host the India launch of the ‘United Nations Stan-
dards of Conduct for Business on tackling discrimination 
against LGBT+ people’ at our headquarters. More recently, 
in 2018, the Godrej Manifesto for Trans Inclusion in the Work-
place, a handbook for companies to enable transgender 
employment, was launched. Building Godrej as a space for 
safe, open, public conversations, and creating more alli-
ances for larger scale impact is a big focus area.

At the same time, Godrej is deeply 
committed to grooming women lead-
ers and ensuring adequate representa-
tion. We have specific goals and regu-
larly review them, offer unlimited sick 
leave, adoption and paternity benefits, 
work-from-home, flexible working 
hours, and we also help new mothers 
bring their child and caregiver on work-
related travel. 

We recognise that shifts have to 
happen across levels. So, we have re-
vised the composition of our boards 
of directors to become more diverse. 
The number of women on the board of 
directors of Godrej Consumer Prod-
ucts increased from one in 2007 to five 
today. I can proudly say that along with 
Godrej Agrovet, Godrej Consumer 
Products now has the most women di-
rectors in any Indian listed company.

 
Work in Progress 
As companies, we tend to talk about 
our ‘best selves’. But there is also a 
‘true self ’. At Godrej, we often say we 
are only as good as what we do next. 
And there is a lot more to do, given 
how intrinsically inclusion links, not 
just to legacy and values, but also 
growth aspirations.

True, we’ve made progress on becoming more inclusive 
for our LGBT+ colleagues, but we are a long way off from 
real impact. It concerns me that no one so far has used the 
gender reassignment provisions. I’d also like to see us make 
a more concerted shift in translating our advocacy efforts 
into hiring. While we may have better women representa-
tion than before, we’re not at the level of equal representa-
tion we aim for. In India and at Godrej, we grapple with al-
ready low and decreasing participation rates of women in 

the workforce. We struggle with effective interventions to 
keep women in the workforce until they reach senior posi-
tions. We also face specific pockets of concern in sales and 
manufacturing, where women haven’t traditionally taken 
on roles. Even basics like mentoring continue to be chal-
lenges because we don’t have enough examples at the top. 
Our internal studies show that while there is no disparity 
on gender and pay, biases, possibly cultural, play out in 360 
degree feedback. Trends indicate that men tend to rate 
women lower than they rate other men, more so in India. 
Women engagement is also lower than that of men.

There’s a difference between being diverse and be-
ing truly inclusive. Making that shift in a polarising world 
starts with having the courage to embrace our true selves 
and acknowledging our biases. We pass on more than we 
realise, and in a future world of Artificial Intelligence, we 

risk building our biases, probably in-
delibly, into the systems of tomorrow.

Let’s go back to the basics. Putting 
policies in place and having gender 
neutral washrooms is easy. The hard 
part that comes next is less glamor-
ous. It’s making changes on the field 
and on the shop floor. It’s training and 
enabling behaviour shifts. It’s letting 
everyone have an equal voice and really 
listening when they speak. Listening, 
like I’m realising, is tough. You can’t 
put up posters and expect change. It’s 
hard and you have to train people in it.

Then there’s the question of where 
to focus the change efforts. Ruth 
Whippman’s insightful New York 
Times article Enough Leaning In. Let’s 
Tell Men to Lean Out (which I strongly 
recommend reading) highlights the 
problem with assuming that gender 
inequality is majorly caused by female 
unassertiveness, and the fix is getting 
women to ‘lean in’ more. She advo-
cates getting men to ‘lean out’ more. 
Perhaps the answers aren’t where 
we’re looking for them.

So, yes, it is overwhelming. It is 
a struggle to find solutions. But that 
doesn’t mean we stop trying. It also 

doesn’t mean that we must find answers on our own. In-
stead, we should collaborate and learn from peers, because 
these issues are so deep rooted that it will require large 
scale systemic change. We can only achieve that if we work 
together. Then perhaps, 120 years down the line, when 
someone writes another such article, they will talk about 
how we stood for freedom again, this time to create a more 
inclusive world.  

The writer is Executive Chairperson,  
Godrej Consumer Products

Having policies 
and gender neutral 
washrooms is easy. 

The hard part is 
making changes on 
the field and on the 

shop floor
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hen one talks of nation building, there seems to be a 
tendency to look at applied research more than basic or 
fundamental research. From where India is right now, 
what sort of research do you think is more important?
In India, where there is a lot of poverty, and lots of other problems, 
we have to focus on solving the problems around us. For example, 
healthcare, education, agriculture, human work productivity, in-
frastructure are problems. These need solutions. To that extent, 
most focus should be on applied research. On the other hand, I 
would not want to distinguish between fundamental research and 
applied research because fundamental problems are ‘not-yet-ap-
plied research’ problems. Look at quantum mechanics. Without 
it, we wouldn’t have transistors, DVDs, laser printers or laser sur-
geries. We wouldn’t have quantum computers. Same thing with 
Einstein’s Theory of Relativity. It is used in GPS. We shouldn’t be W

WE HAVE TO GET TO 
4-5% OF GDP 
IN RESEARCH”

While the Economic Advisory Council to the Prime Minister, in 2019, recommended that India 
more than double its expenditure on research and development (R&D) to 2 per cent of GDP 
by 2022, N.R. Narayana Murthy, the legendary founder of Infosys, thinks this wouldn’t be 

enough to solve the pressing problems facing the nation. He advises a much higher spending 
on research and stresses that taxpayers should fund not only applied research but also 

fundamental research, which can take several decades to show results. In an interview to 
Business Today’s Goutam Das on the sidelines of Infosys Prize, an annual award that honours 
achievements of researchers and scientists, Murthy also explained why India needs to change 

some of its cultural approaches to learning. Edited excerpts: 



8923 February 2020 Business Today

more than double its expenditure on R&D 
to this level by 2022). That itself is not suf-
ficient. We have to get to 4-5 per cent of GDP 
in research, including the government and 
the private sector. If we did that, I am sure 
we would solve a lot of problems.  

Should tax payers fund fundamen-
tal research? 
Why not? As I explained, when we talk of 
fundamental research, what we are saying is 
that it is research that will yield results in the 
long run. We need fundamental research in 
our portfolio. We have to allow for a small 
percentage of our tax payer’s money for fun-
damental research problems. 

What is the role of universities in 
research? What can be done to im-
prove academia-industry participa-
tion in research? 
Universities are all about education – edu-
cation is learning to learn. Learning is 
about extracting generic inferences out of 
specific instances and using them in new 
related or unrelated areas. Education will 
make a person more confident of solving 
new problems. It would help a person do 
deep thinking and deep learning. It would 
enhance his or her curiosity. So, that is the 
job of the university. Research, on the other 
hand, is about advancing the leading edge. If 
a teacher, who is teaching a class, is also do-
ing research, she or he will be advancing the 
leading edge. They can bring their observa-
tions to the classroom. Therefore, students 
would automatically be taken to the leading 
edge. Every university must, therefore, have 
a portfolio of education and research. The 
American model is a good model. They have 
both education and research together. 

What must India do to attract more 
young scientists to research? The 
tendency is to get into a corporate 
role or go abroad for research. 
First, you need to create role models for 
youngsters. That is the purpose of the In-
fosys Prize. We recognise outstanding (In-
dian) researchers or people of Indian origin 
who do research in India. These people be-
come role models for youngsters. Second, 
we have to make sure that those youngsters 
who get into research get reasonable com-

hung up on fundamental research or applied research.

What would convince governments to look more at the ne-
cessity of fundamental research since it has long lead times? 
We have to set apart a percentage of our GDP for solving long-term fun-
damental research problems. That will yield results, may be not in 10-20 
years. Sometimes, they yield results in 50-100 years. But they will yield 
results. We have to do long-term planning. But we may set apart a larger 
percentage of GDP on solving problems that we see around us today. 

Is there a percentage that you would recommend for a 
country like India? The country spends 0.7 per cent (of 
GDP) on R&D today. 
The government has decided to take it to 2 per cent (the Economic Ad-
visory Council to the Prime Minister in 2019 recommended that India 
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pensation and the quality of life they lead is comfortable. Third, they 
have to be provided as much academic freedom as is necessary to com-
pete with the best in the world. If we follow all the ideas that developed 
nations have, particularly the US, in encouraging research, I believe our 
youngsters too can do a good job. 

 
Should companies operating largely on the basis of intellec-
tual property (IP) or those who are research-based be taxed 
differently? Perhaps, pay a lower corporate tax? 
I don’t think so. After all, if you create an IP, you can use the IP to cre-
ate your own products and create a differentiation in the marketplace. 
Therefore, sales will go up, revenues will go up. The very job of using 
the IP will make the corporation much more profitable. So I don’t think 
there is any special need. Look at Google, Microsoft. They all have IP; 
they have grown to become huge corporations and their profitability is 
much higher than that of services companies. 

 
Does India need a more structured mechanism or an institu-
tion that looks at funding research? 
A National Science Foundation (NSF) kind of institution is a good idea. 
I believe that the New Education Policy looks at creating such an institu-
tion (the draft policy proposes a National Research Foundation to focus 
on funding research within the education system). The US has had excel-
lent success with NSF (It is an independent federal agency created in 1950. 
With an annual budget of $8.3 billion, it is the funding source for 24 per 
cent of all federally supported basic research conducted by America's col-
leges and universities). Therefore, we have a good example of how the US 
has succeeded. We should follow that and create an institution like NSF 
that will encourage research through project funding. 

 
What ideally should be the duration of funding a project in 
fundamental research? 
While we should not create any artificial barriers to completion of a fun-
damental research project, funding could be in phases. The first phase 
could be five years and the second phase, another five. As long as the re-
searchers have something tangible to show, that they are indeed going in 
the right direction, they should be encouraged. 

 
India does not have a culture of research. But it does have a 
culture of learning…
At this point, even the culture of learning is a rarity in India because most 
of our learning is by rote and not as a means to solve problems. I used to ask 
youngsters at Infosys basic questions on computer science. They used to 
say ‘exams are over and so we forgot everything’. That is not learning. You 
must be in a position to use whatever you learnt in the classroom to solve 
problems around you, in your area of expertise or in related areas. 

 
Are we aiming too high when we say that we have to ideally 
spend 4-5 per cent of the GDP on research when we don’t 
even have a proper culture of learning? 
We have to encourage our students to focus on discussion, debate, criti-
cal thinking, reasoning, curiosity, and problem solving in the classes. We 
have to get to open book kind of examinations. We have to shun learning 
by rote and only for the examination. They don’t cost too much money. I 
do believe that our youngsters can become problem solvers – once they 

do, they can tackle very big problems, even 
fundamental research problems.   

 
We have seen China and the U.S. 
walking away in research around 
artificial intelligence. India has very 
little to show. 
Whatever you want to do, it will require a lot 
of hard work, a lot of discipline, and a good 
work ethic. Those aspects are somewhat 
weak in our culture. Our discipline is poor. 
The productivity of an Indian is somewhat 
low. The ability to work in a team, subordi-
nating individual egos, is also somewhat low 
in India. These are cultural issues and these 
will have to be solved by creating role models. 

 
How did private companies in India 
solve these problems? 
We created exemplars. We created incen-
tives for good behaviour and deterrence for 
not-so-good behaviour. There is also leader-
ship by example. The leader should walk the 
talk, demonstrate compliance with all the 
good values. They provide good results.  

 @Goutam20

Interview – N.R. Narayana Murthy

We have to allow for a 
small percentage of our 

taxpayer’s money  
for fundamental  

research problems
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Management

To survive and grow, all businesses need a culture that is 
conducive to innovation. Enabling management attributes and a 

top-down involvement can make this possible
BY E. KUMAR SHARMA

ILLUSTRATIONS BY RAJ VERMA

UNLOCKING THE 
INNOVATION KEY

W
hen Marico Chairman Harsh C. Mariwala wanted 
to strike out from the family-owned Bombay Oil 
Industries in 1990, he realised that operating out of 
the bustling commodity market in Mumbai’s Mas-
jid Bundar would be difficult. The location was not 
conducive to attracting talent. Many times, people 
who came once, never showed up again. Mariwala 
changed tack and started meeting people outside 
the office. By 1992, Marico shifted to a tony ad-
dress in Bandra, which helped the company in-
duct the right kind of professionals. This helped 
him become one of the early Indian businessmen 
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to unleash the power of innovation. Among the first 
innovations was launching Parachute coconut oil in  
blue plastic bottles, a change from the tins in which  
it used to be sold till then. Soon after, competition fol-
lowed suit.

That was then. Almost 30 years later, innovation is 
still key for any business to survive and succeed. But how 
does one marry innovation with the culture of the com-
pany, and show its impact on growth charts? “First, you 
need to have diverse people on board. 
When you put together people from 
different backgrounds, it becomes 
a melting pot of ideas, which drives 
innovation,” says Mariwala. “There 
should be room for experimentation 
and risk-taking. All these work well 
only in an environment of openness 
and trust, led by a management that is 
constantly reinforcing this culture.”

Mariwala says it is important that 
people in the company are aware of 
the importance that top management 
gives to innovation. There are clear benefits, both tan-
gible and intangible, for an organisation that follows a 
culture of innovation, as this is directly linked with im-
proved productivity, which has the potential to trigger 
seismic shifts in business outcomes.

Rishikesha T. Krishnan, Professor of Strategy with 
interest in innovation at the Indian Institute of Man-
agement Bangalore (IIM-B), and the author of “From 
Jugaad to Systematic Innovation: The Challenge for In-
dia”, cites the example of Titan. The company, he says, 

Management – Innovation

EXPERIMENTATION AND  
RISK-TAKING

Trying new models, products 
and strategies with rigour and 
skill while being open to the 

bets failing

NO FEAR OF FAILURE
Learning should be quantified 
and competence ensured with 

the help of filters 

OPENNESS AND TRUST
Cross-functional information 

sharing, learning and feedback

was able to not just improve productivity but also bring 
about innovations in products, processes, branding, ad-
vertisement, marketing and manufacturing with an au-
tomated diamond-bagging machine (a system to count 
diamonds in jewellery).  

 
Innovation Challenges
Among the challenges that companies looking at nurtur-
ing innovation grapple with is ensuring that there is not 

just innovation in product develop-
ment but across the spectrum – prod-
ucts, processes, even manufacturing.

“Innovation and creativity are 
involved in both conceptualising and 
in executing an idea,” says Kishore 
Biyani, Founder and Group CEO, Fu-
ture Group. For this, Future Group 
has a “Zero to One” and a “One to 
Hundred” approach. “The Zero to 
One team drives innovation in cre-
ation and the One to Hundred team 
drives innovation in adoption, execu-

tion and growth,” he says.
The Zero to One team is focused on creating new 

thoughts and ideas for initiatives, services, digital plat-
forms, products and brands. Once it has got early accep-
tance from customers, it is handed over to the One to 
Hundred team that scales it up nationally.  He shares an  
example of Karmiq,  a brand of snacking products made 
from dry fruits that are available through the year. This 
made dry fruits a round-the-year product and not just a 
product sold only around festivals.

INNOVATION AND 
CREATIVITY ARE 

INVOLVED IN  
BOTH CONCEPTU-

ALISING AND IN 
EXECUTING  

AN IDEA
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According to Biyani, innovation is “a continuous 
process, involving small and big initiatives in everyday 
business. From a new way to display a product on a shop 
shelf to building a digital consumer-engagement plat-
form”. While support to experimentation is encouraged, 
so is the need to give adequate weight to rigour and disci-
pline and cross-fertilisation of ideas.

To a large extent, innovation is about taking risks. 
That’s what Hyderabad-based pharmaceuticals com-
pany Natco Pharma did. It has built a growth model 
based on taking on big pharma and launching low-cost 
generic versions through patent challenges in areas such 
as cancer care – and is now trying to replicate this in the 
agriculture space. “It is the ability to go after things that 
most people do not want to because of risks involved ei-
ther on account of patent challenges or new product de-
velopment. While patent challenges are known in phar-
ma, they are not that much prevalent in the agriculture 
space,” says Rajeev Nannapaneni, Vice Chairman and 
CEO, Natco Pharma. It has already invested over `100 
crore to set up a unit to manufacture agri products at 
Nellore in Andhra Pradesh.

While innovation is happening, what is critical is 
to get the right mix of people to drive innovation, quite 
like what Mariwala did. Rekha M. Menon, Chairman 
and senior Managing Director, Accenture in India, while 
talking about the newly built “innovation hub” facility 
a little over a year ago, had said: “The type of people we 
are hiring is  shifting. We are hiring data scientists and 
people with design skills. Earlier, we used to hire mostly 
engineers, management graduates and some specialists 
in areas such as finance and human resources.”

ADDING EXTERNAL 
STRENGTH

Aid processes and people with 
workshops and outside mentor-
ing, engagement and learning

HIRING
Look at talent through the lens 
of where the company should 
be heading and what it needs  

to get there

DIVERSITY
Includes gender, education,  
experience, nationality and 
more. The practice ensures 
cross-fertilisation of ideas

“First, you need to have 
diverse people on board. 
When you put together 
people from different 
backgrounds, it becomes  
a melting pot of ideas,  
which drives innovation”

Harsh C. Mariwala, Chairman, Marico
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Management – Innovation

The change happened because of a shift in the type  
of work. Today it involves design thinking and lots of 
analytics. Kishore Biyani, for instance, operates two 
large design firms – Idiom in Bangalore and DY Works 
in Mumbai – that work independently with outside cli-
ents as well as their  internal teams and bring in, what he 
calls, “a design-led, innovation approach at every stage 
of business – ideation, creation and execution”.

Bengaluru-based software major Wipro, too, took 
the innovative designing route. Ajay Parikh, who heads 
Wipro Infrastructure Engineering’s Additive Manufac-
turing (3D) business, says: “At Wipro3D, we have stayed 
away from traditional organisational silos such as de-
sign manufacturing quality. Most engineers run a proj-
ect from design to deployment, including commercial 
elements using requisite skills, in a workplace that looks 
more like a design studio than a manufacturing set-up. 
This means most people are custom-
er-facing and no one is insulated from 
market forces. This drives ideas, new 
approaches to customer solutions 
and everyone focuses on value cre-
ation for the customer and the busi-
ness rather than completing routine 
transactions. It ensures everyone has 
context and perspective. “Probably 
that’s why it is Wipro3D which put 
India’s first metal 3D-printed func-
tional component into space or built 
India’s first electron beam metal 3D printing machines 
or was chosen by a premier aerospace organisation in In-
dia as a strategic partner in Metal 3D printing,” he says.

The experiment with new platforms is turning out to 
be a game changer for companies. An apt example is the 
shadow board made up of young people who get a chance 
to play a role in deciding strategies for the business.  
The $20-billion Mahindra Group has had shadow boards 
with young managers for several years now. It, among  

other things, influenced the group’s decision to  
acquire a stake in Punjab Tractors, something it was not 
so keen on initially. 

To get the best results, much depends on how cur-
rent skills and the ones that companies intend to hire 
are deployed. The Mahindra Group tried to address 
this through what its officials call their “Research Val-
ley”, Hackathon Challenges and Concept Development 
Centre where innovators can build prototypes. It is 

yielding results, say officials. They 
have contributed to products such 
as the Scorpio, XUV 500, Maraz-
zo, XUV 300 in automotive space  
and compact tractors like Novo,  
Yuvo and Jeevo. It adds to bottom line 
and growth.

While that may be so, it is critical 
for the organisation to make innova-
tion part and parcel of daily work. 
Innovations around what customers 
need work well when information 

flows smoothly riding on a flat organisation structure. 

Catering to Niches
A little over four years ago, New Delhi-based health foods 
and breakfast cereals company Bagrry’s did what Marico 
did in 1992 in Mumbai. It shifted its head office from an 
industrial area in north-west Delhi to a single floor in an 
upscale mall with an open office in South Delhi’s posh Va-
sant Kunj. Creating a flat organisation was the first step. 

Kishore Biyani, Founder and Group 
CEO, Future Group

“Innovation is a 
continuous process, 

involving small  
and big initiatives in 
everyday business”

WHILE INNOVA-
TION IS HAPPEN-

ING, WHAT IS  
CRITICAL IS  
TO GET THE 

RIGHT MIX OF 
PEOPLE TO DRIVE 

INNOVATION
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The bigger challenge was the space it was operating in –  
a competitive and niche business of muesli and oats  
within breakfast cereals which in itself was a niche space 
for any company. 

While Bagrry’s did not have a 
presence in cornflakes, it launched 
an innovative product that con-
veyed its USP of selling “healthy” 
products. “We needed a product 
that was healthy and with low glyce-
mic index. After a few initial innova-
tion failures, we finally got it right 
with Corn Flakes Plus,” says Aditya 

Bagri, Director, Bagrry’s India. Here, it added fibre with a 
unique in-house fibre-infusion process. It gave it an entry 
product to ride on during expansion of the retail presence.

“Since 2016, when we launched this, we expanded 
our presence from 35,000 to over 50,000 outlets across 
the country,” says Bagri. “Corn Flakes Plus accounts 
for almost 25 per cent of our overall growth,” he says. 
Last year the company grew 35 per cent, of which 25 per 
cent came as incremental revenues from Cornflakes 
Plus. In 2016, Bagrry’s leveraged its presence in the  
mall and launched a health café offering natural whole 
grain products to try out new offerings and turn a kitch-
en product into an FMCG offering. This model seems to  
have worked. At present, it has four such units and more 
are in the pipeline. 

But then, there is the final bit that still remains – that 
of evangelising innovation. Even if there are bright peo-
ple and clever ideas, it is crucial to build systems that pick 
them up in time, give them the visibility they deserve, 
and use that as a trigger to drive more people to become 
innovative. 

Many companies have various ways of doing this, the 
most common being giving away innovation awards, not 
just to employees within the company but also to others 
working in related areas outside the company and in the 
start-up world. The end goal is to learn and showcase  
and promote efforts that can trigger people to become 
more inventive.

But despite the right competencies and management 
architecture that promotes innovation, the ride need not 
be smooth. Marico faced this around 1999/2000. That 
was when Hindustan Lever launched Nihar and posi-
tioned it as a major challenger to Parachute – Marico’s  
resource-generating engine. Could Marico survive? 
Would it sell out?

Not only did Marico eventually buy Nihar from HUL 
in 2006, new market realities ended up accelerating its 
drive to leverage innovation and strengthen it with more 
product and service innovations. So, from sales of just 
`106 crore and two products in 1991, Marico is today a 
leading consumer products company with over `7,000 
crore in sales and over 20 brand extensions. It has also 
moved up the value chain and transitioned from being 
only an Indian company to an international player and 
moving into the high margin business. 

Despite all that has been achieved, India is still  
not among the leaders in innova-
tion, quite like what American and 
Japanese companies have been all 
along. While there is greater inno-
vation happening, it will be quite a 
while before India comes anywhere 
close to the global leaders. 

@EKumarSharma

“We were conscious of  
our absence in the most 
crucial breakfast segment  
of cornflakes, but we needed 
a product that was healthy 
and with low glycemic index. 
After a few initial innovation 
failures, we finally got it right 
with Corn Flakes Plus”

Aditya Bagri, Director, Bagrry’s India

DESPITE THE RIGHT 
COMPETENCIES 

AND MANAGEMENT 
ARCHITECTURE THAT 

PROMOTES INNOVATION, 
THE RIDE NEED NOT BE 

SMOOTH
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A user experiencing an interactive AR 
training module for manufacturing 

industry at Simulanis
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G Motor India’s studio in Bengaluru’s Residency Road is unique. 
It is small, just 500 sq. ft., and possibly one of the very few car 
showrooms in India without a car. Instead, it uses augmented re-
ality (AR) tools to give potential customers the feel of MG cars. 
The customers get to customise technical aspects such as vari-
ant, transmission and fuel type, and even define the look and feel 
of the vehicle with over 70 accessories. “Traditional retail, due to 
spatial restrictions, cannot achieve such hyper-personalisation. 
This enhanced engagement will translate into increased conver-
sion of enquiries into sales, better profitability and higher pro-
ductivity. The dealers can minimise operational expenditures as 
they don’t have to manage inventory,” says Gaurav Gupta, Chief 
Commercial Officer, MG Motor India.

MG Motor is a small example of what is turning out to be a 
huge trend – use of AR by industries as diverse as oil & gas (HPCL/
GAIL), manufacturing (Schneider Electric), real estate (Lodha 
Group) and retail (Urban Ladder, Pepperfry) to run plants ef-
ficiently, build/design projects, sell things and even carry out 
routine maintenance work more efficiently. AR is also helping 
healthcare providers plan complex surgeries.

AR enhances the viewing experience by superimposing 
computer-generated content – image, video or sound – in the 
real world, viewed through hardware such as smartphones, tab-
lets and special glasses and headgear. According to Statista, the 
worldwide market for AR, is forecast to rise from $3.5 billion in 
2017 to over $198 billion in 2025. “The AR market in India alone 
will be around $1 billion taking into account the opportunities 
in the consumer and enterprise space,” says Hemanth Satyana-
rayana, CEO, Imaginate, a seed-funded extended reality start-
up based in the US, with offices at Hyderabad and Bengaluru in 
India. AR is often clubbed with VR (virtual reality) and is gradu-
ating towards extended reality (XR). The latter includes all real-
and-virtual environments and human-machine interactions 
generated by computer technology and wearables. “AR and VR 
– collectively classified as XR – are transforming our connection 
with information, experiences and each other. However, XR as a 
concept is in its infancy in India and most solutions seem to be 
at the proof of concept stage,” says Saurabh Bhatnagar, Manag-
ing Director, Manufacturing, Accenture Strategy. However, this 
is changing fast.

Tech – AR

Simplifying Business
“AR helps users enhance and better visual-
ise information. In oil & gas and aerospace 
sectors, it is being used to train people to 
run complex engineering parts. In real 
estate, it is being used to enable potential 
buyers to experience the spaces. It is also 
used during construction where, using the 
image of a particular site sub-section such 
as complex wiring or piping, the AR tab can 
give a step-by-step instruction on what ac-
tion to take next,” says N. Chandramouli, 
CEO, TRA Research.

Take Schneider Electric. The company’s 
factory in Bengaluru has integrated digital 
tools such as AR to give operators visibility 
into operations and maintenance, driving a 
10 per cent reduction in time taken to repair 
critical equipment. A common application 
on shop floors, especially in industries such 
as aviation and oil & gas, is use of live data 
and predictive maintenance using visuals 
that keep tabs on the status of the machin-
ery. “Schneider Electric’s smart factories in 
Hyderabad and Bangalore are equipped with 
EcoStruxure Augmented Operator Advisor 
– an AR application which offers real-time 
information at all times. This application 
improves operational efficiency with AR – 

$ 1 9 8
B I L L I O N

E X P E C T E D  S I Z E  O F  T H E 
G LO B A L  A R  M A R K E T  BY 
2 0 2 5  F R O M  R O U G H LY 
$ 3 . 5  B I L L I O N  I N  2 0 1 7

$ 1
B I L L I O N

T H E  E X P E C T E D  S I Z E 
O F  T H E  A R  M A R K E T 

I N  I N D I A

M



10123 February 2020 Business Today

projects, many innovations have shown 
to the world that AR has good commer-
cial value and future potential,” says 
Sumit Sood, Managing Director, Asia 
Pacific (APAC), GlobalLogic. Global-
Logic has developed a solution called 
Guided Installation which ensures 
more efficient assembling operations 
in the construction industry.

Siemens Healthineers has been 
using AR for education and training 
medical staff. Now, it is looking fur-
ther. “We are working to combine AR 
with our cinematic rendering technol-
ogy to improve communication with 
referrers and patients and pre-surgical 
planning,” says Gerd Hoefner, MD 
and President, Siemens Healthcare. 
For example, while studying parts of a 
patient’s anatomy, they can zoom in, 
zoom out, enlarge, rotate and also slice 
through the regions of interest. The 
3D/4D technology brings images to life.

With increasing number of busi-
nesses using AR, Mindtree has es-
tablished an Immersive Aurora facil-
ity that gives opportunities to enhance 
customer experience across AR and 
MR touch points in Bangalore. In Janu-
ary 2019, the Kerala Start-up Mission 
had joined hands with US-based Unity 
Technologies to launch a centre of ex-
cellence for AR/VR and gaming.

Consumer Engagement
AR has become a big platform to inform 
and engage customers in sectors rang-
ing from automobiles to education, real 
estate to travel. Take Lodha Group. “AR 
gives us an edge as we take our business 
to a new level by meeting customers at 
their doorstep. The tool provides a de-
tailed virtual tour of the property and 
the locality. We aim to integrate it with 
service providers such as packers and 
movers, home décor players and others 
to give buyers a seamless experience of 
moving into a Lodha property. Custom-
ers will be able to visualise the apart-
ment and design the interiors, giving a 
new dimension to the property- buying 
experience,” says Rahul Mahajan, EVP-
IT, Lodha Group.

In construction, a lot of things 
such as 3D renders, elevation/floor 
plans, electrical looping/plumbing dia-
grammes and installation plans are cre-

enabling operators to superimpose the 
current data and virtual objects onto 
machine, cabinet or plant,” says Javed 
Ahmad, Senior Vice President, Global 
Supply Chain-India, Middle East & Af-
rica, Schneider Electric India.

“Use of AR in industrial sector for 
troubleshooting will transform the 
rudimentary servicing procedure and 
pave the way for Industry 4.0 revolu-
tion. AR servicing applications for de-
vices measure parameters of gas and  
fluids in machinery and so on,” says an 
ABB spokesperson. This helps the en-
gineer in troubleshooting and involves 
identification of device through Quick 
Response (QR) codes provided in the 
device or image recognition, identifica-
tion of error by decoding QR code and 
presentation of solutions through AR.

Oil & gas companies in many West 
Asian countries are using AR to in-
crease productivity and safety. Those 
carrying out maintenance use remote 
servicing capabilities that connect 
technicians with technical experts us-
ing in-call AR on the device’s screen. 
“As conventional AR devices and hard-
ware cannot be operated in most clas-
sified zones in a refinery due to risk 
of explosion, special explosion-proof 
wearable hardware is used in such 
cases ,” says Raman Talwar, Founder 
& CEO, Simulanis. Working on similar 
lines, New Delhi-based Simulanis has 
developed applications and content 
which help companies such as HPCL 
and GAIL train employees and carry 
out remote assistance and trouble-
shooting/repair. In oil & gas, Shell is 
using AR in geological data visualisa-
tion in collaboration with research-
ers worldwide. Simulanis has been 
building interactive and immersive 
AR-VR-MR/XR applications for in-
dustrial training across manufactur-
ing sectors such as pharmaceutical, 
FMCG, automotive, automation, oil 
& gas, engineering and construction, 
paints, power, energy and chemicals, 
to name a few.

“AR technologies have advanced 
the experience of human-to-computer 
interactions for changing the customer 
experience. We are experiencing it in 
our day-to-day conversations with cus-
tomers. From proof of concept to live 

SCHNEIDER ELECTRIC’S
smart factories in 
Hyderabad and Bangalore 
have been equipped with 
EcoStruxure Augmented 
Operator Advisor that 
offers real-time informa-
tion for improving 
operational efficiency

MG MOTOR India’s 
showroom in Bengaluru 
allows customers to 
experience the exterior 
and interior of MG cars 
through AR

SIEMENS HEALTHINEERS
is working on combining 
AR with cinematic 
rendering technology. 
Blending holograms 
with real medical world 
improves communication 
with referrers and patients. 
It also helps in better 
pre-surgical planning

LODHA GROUP uses AR 
to provide buyers a 
detailed virtual tour of 
the property and locality

GLOBALLOGIC’S
Guided Installation 
solution is used in 
the construction 
industry for more 
efficient assemblies
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ated during the designing phase. These 
need to be referred to by members from 
different teams like suppliers, contrac-
tors and designers. “It is imperative that 
any change is communicated correctly 
to the right stakeholders as costs asso-
ciated with not doing so are huge. We 
intend to operationalise the use of AR 
for this by late 2020,” says Rohit Modi, 
Chief Technology Officer, Livspace. 
This means the different teams will be 
able to visualise the change made by 
any team and work out the changes re-
quired on their part in real time.

Even online furniture retailers Ur-
banLadder and Pepperfry are using AR 
to superimpose furniture in the room 
to help the buyer see how it will blend 
into the house. Lenskart is using it to 
help buyers try on spectacles in a vir-
tual trial room.

AR has a role in marketing as well. 
Tagbin has a platform for designing ex-
periential spaces. Recently, it created 
an experiential zone at the 50th Inter-
national Film Festival of India at Goa. 
It has also created experience centres 
for BPCL, IOCL, GAIL and Myntra us-
ing AR. New Delhi-based Augtraveler 
has designed an AR app that helps users 
learn more about historical sites and 
monuments. Tata Motors recently used 
AR to help visitors experience cars at 
the Geneva Motor Show. 

The Hardware Angle
Be it industrial use or consumer AR 
application, AR requires special hard-
ware with cameras, sensors and apps 
for superimposing relevant content in 
real time as well as track real-time mo-
tion and movement. The hardware is 
divided into handheld devices such as 
smartphones, tablets and head-mount-
ed displays, including smart glasses and 
headgears. “Most organisations are still 
using handheld devices because the 
companies already have them. Head-
mounted devices (this includes glasses) 
are starting to get more traction be-
cause many organisations recognise 
the need for their workers to have their 
hands free for work,” says Tuong H. 
Nguyen, Sr. Principal Analyst, Gartner. 
This depends on the application and 
the complexity of the application.

Among handheld devices, Apple’s 
iPad is one of the widely used hardware 
for accessing AR apps across consumers 
and enterprises. The Vuzix Blade smart 
glasses use Waveguide optics to experi-
ence AR glasses, projecting real-time 
content for seamless integration of dig-
ital and real world for operations such 
as workplace instructions, quality as-
surance and maintenance. With Blade, 
users can choose between hands-free 
voice control or smooth touchpad navi-
gation. Epson has a Moverio AR hard-
ware with smartglasses for consumers 
and professionals and smart headset 
for feature-rich industrial applications.

Microsoft’s Hololens is an MR 
headset that can project 3D holo-
grams onto the lenses. “Today’s AR 
devices do not have the right form 
factor for consumers. Rather than 
looking at small screens in our hands, 
meaningful data will be presented to 
us through lightweight, low-cost AR 
displays. Additionally, brain-com-
puter interfaces and Natural User 
Interfaces will change the way we 
interact with future AR platforms,” 
says Karan Parikh, CEO, Green Rain 
Studios LLP – a US-based real-time 
graphics studio. 

The Challenges
Poorly designed experiences, high cost 
of solutions and hardware remain the 
problem areas. “Adoption, costs, con-
tent and talent are other issues of this 
industry. Since each is dependent on 
the other, unless there is larger adop-
tion, the costs will not come down and 
the content will be expensive to create. 
Talent only gets attracted to where the 
future lies,” adds Chandramouli.

The cost of developing an enterprise 
solution can range anywhere between 
a few lakhs to a few crores, depending 
upon the scale of the project. As the 
cost of hardware makes it expensive 
to implement, AR solution developers 
have started offering their services, in-
cluding the solutions and hardware, as 
bundled propositions.

Expect an AR revolution when 
costs are really taken care of.

@nidhisinghal

Tech – AR

“A R  M A R K E T  I N  I N D I A 

A L O N E  W I L L  B E  A R O U N D 

$ 1  B I L L I O N  TA K I N G 

I N T O  AC C O U N T  T H E 

O P P O R T U N I T I E S  I N 

T H E  C O N S U M E R  A N D 

E N T E R P R I S E  S PAC E ”

Hemanth Satyanarayana
CEO, Imaginate

“A R  G I V E S  U S  A N  E D G E 

T O  TA K E  O U R  B U S I N E S S 

T O  A  N E W  L E V E L  B Y 

M E E T I N G  C U S T O M E R S 

AT  T H E I R  D O O R S T E P.

T H E  T O O L  P R O V I D E S  A 

D E TA I L E D  V I R T U A L  T O U R 

O F  T H E  P R O P E R T Y 

A N D  T H E  L O C A L I T Y ”

Rahul Mahajan
EVP-IT, Lodha Group









Rahul Bajaj’s Kurta Passion
Chairman of the Pune-
based Bajaj Group, Rahul 
Bajaj, stands out among 
Indian businessmen for 
multiple reasons. He has 
strong views and is not 
afraid of articulating 
them. That apart, at a time 
when one meets a sea of 
sharp-suited CEOs and 
proprietors, Bajaj wears his 
crisp kurtas with elan.

Bajaj’s passion for 
kurtas is well known in 

business circles. He can be 
spotted in his favourite at-
tire at professional events 
too. For a person who was 
always seen in safari suits 
in his earlier executive 
days, the changeover to 
kurtas happened after he 
was nominated to the Rajya 
Sabha in 2006. That’s when 
his love for kurtas, bandis 
and Nehru jackets came 
forth. Bajaj discovered 
that it was all the more 

easy to mingle with voters 
and politicians in the truly 
Indian attire. And the fact 
that kurtas are comfortable 
to wear just made it the oft-
opted attire. 

Bajaj owns a variety of 
kurtas to suit the occasion 
and is often gifted the same 
by friends and relatives. An 
industrialist remarked on a 
lighter note that Bajaj prob-
ably has more kurtas than 
any Bollywood star. 

In the earlier photo-
graphs in which he is pos-
ing with the iconic scooter 
Chetak, Bajaj can be seen in 
a safari suit. 

He was recently again 
seen with a Chetak, but 
things were different. The 
scooter was launched in an 
electric avatar late last year, 
and Bajaj donned a blue 
kurta to felicitate the event 
in Akurdi, Pune.  
 – NEVIN JOHN
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Every time Rajesh Sethi, MD of 
NBA India, finds himself in a dead-
lock, he heads to the hills. Sethi finds 
hiking therapeutic. His favourite 
hiking terrain is Chamoli in Utta-
rakhand, where he goes at least four 
times a year. “I like to be all by myself 
in the midst of nature,” he says.

Sethi believes the best part about 
being in the midst of the hills is that 
his phone doesn’t work, so he has 
all the time to introspect. “I make 
notes, as there are learnings of self-
improvement. I try to understand 
where I need to improve, if I need to 
change my game plan profession-
ally, and much more. I come back 
rejuvenated.”

Sethi also finds hiking a great way 
to bond with colleagues. He recounts 
one of his most memorable hiking 
trips in recent months, to Pindari Gla-
cier, in Uttarakhand, with his team. 
“The kind of bonding, camaraderie 
and team spirit that evolves during 
those trips is mind boggling.” An ad-
venture off-site, says Sethi, removes 
many inhibitions. “You become more 
authentic about each other and also 
get to see their good and bad sides. 
Adventure trips are tough. You don’t 
get to stay in five-star hotels. When 
you are together during tough times, 
the bonhomie increases.”

Just about 100 days into his role as 
the NBA India head, Sethi has started 
playing basketball. “I am trying to 
improve my skills.” – AJITA SHASHIDHAR

LIFE-LESSONS 
FROM HIKING 

GOLDMAN CEO 
PLAYS A NEW TUNE
Ensuring that one of New 
York’s most storied invest-
ment banks stays on track 
is just one part of Goldman 
Sachs Chairman and CEO 
David Solomon’s persona. 
The other side is diametrical-
ly opposite to the boardroom 
avatar. When not chairing 
meetings at Goldman Sachs, 
the 6-foot-2 Solomon is busy 
making people dance to  
his tracks. Better known  
as DJ D-Sol, he is also a  
disc jockey.

Spinning tracks started 
years ago as a Sunday-after-
noon hobby and remained 
so for years. He has come 
a long way since then. His 
EDM tracks have thousands 
of admirers on social media 
– over five million streams 
on Spotify and 23,000-plus 
followers on Instagram.

DJ D-Sol’s first release 

was a groovy rendition of 
Fleetwood Mac’s hit ‘Don’t 
Stop’. But in February 2019, 
he released his first original 
track, ‘Feel Alive’, that had 
Katt Rockwell on vocals, 
followed by a track ‘Rescue 
Me’, a reinterpretation of the 
1965 Fontella Bass hit.

DJ D-Sol has been spin-
ning tracks for many years in 
New York and Miami. He has 
even opened for the likes of 
famous DJs Paul Oakenfold 
and David Guetta.

All of DJ D-Sol’s music 
proceeds are donated to 
charities fighting the opioid 
crisis. Solomon has often 
spoken about how his pas-
sion for music helps him 
strike a work-life balance, 
keep his energy levels up 
as well as stay in touch with 
younger employees. 

           – ANUP JAYARAM

23 February 2020  Business Today
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Encapsulating a Passion
While their company 
might be in the business 
of making medicines, 
Chairman and Manag-
ing Director of Granules 
India, Krishna Prasad 
Chigurupati and his wife 
and Executive Director 
Uma Devi Chigurupati, 
are passionate about a dif-
ferent kind of concoction. 
The promoters are keen 
winemakers. They pursue 
their interest in their own 
vineyard and winery in the 
Hampi Hills of Karnataka.

“I was only 17 when I 
first tasted wine, imported 

from the Vatican, at a local 
bishop’s house in Guntur, 
Andhra Pradesh. I was 
fascinated and resolved 
that someday, I will make 
wine myself,” says Krishna 
Prasad. He began reading 
about wine making and in 
two years procured local 
grapes and yeast to start his 
wine-making journey, from 
his bedroom.

Today, he is joined by 
his wife Uma. She is a soil 
microbiologist, which helps 
them in their endeavour. 

The Chigurupatis 
produce their own brand 

– Krsma, derived from 
their names. They make 
Cabernet Sauvignon (red 
wine), Cabernet Sauvignon 
Blanc (white) and Syrah 
(also red) varieties. 

Their wine is sold in New 
York for about $50 a bottle 
and is priced at `2,000 a 
bottle at select stores and 
hotels in Bengaluru. They 
offer Krsma at `2,450 a 
bottle in Hyderabad. “We 
have chosen to keep it 
boutique and make around 
24,000 bottles a year with 
a capacity to produce three 
times this, if not more,” says 

Krishna Prasad.
He believes that their 

wines would score 82-83 
on the Parker rating, where 
the range is 1 to 100.  
Although Krsma has not 
been rated by Parker, 
Krishna Prasad believes 
that it would rank higher 
than other Indian wines. 
“My aim is to cross 90 and 
from ‘very good’ to ‘out-
standing’,” he says. 

The couple now has a 
goal to put India on the 
wine map of the world and 
make people admire Indian 
wine. – E. KUMAR SHARMA
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PEDAL LIKE A PRO
Cycling is not just recreation 
but also therapy for Rohan Ku-
mar, one of two co-founders 
of Toffee Insurance, an insur-
ance-tech start-up that offers 
bite-sized covers for loss/dam-
age to bicycles, backpacks, 
gym injuries and even accident 
during daily commute. Al-
though an amateur cyclist, 
Kumar’s life revolves around 
the activity. He can easily 
pedal his way up to 150 km in 
one session. He cycles all the 
way from Gurugram to India 
Gate to watch the sun rise. “It 
is about 65 km (both ways) that 
I complete one way in an hour 
or so. I have explored a lot of 
places in Delhi-NCR riding on 
my bicycle,” he says.

Kumar loved to cycle as a 
child but could not continue as 
an adult. He began pursuing 
his passion only three years 
ago. “I hadn’t cycled for over 
20 years. Gymming had taken 
precedence,” he says. Unlike 
exercising in a gym, which 
tends to get boring very soon, 
cycling is a new experience 
every day, says Kumar. While 
he is still a regular at the gym, 
Kumar manages to cycle at 
least thrice a week.

Kumar had earlier joined 
various cycling groups but 
found that he prefers solo rides 
or the ones with Toffee co-
founder Nishant Jain. Cycling 
paces his thought process. 
“The best self-conversations 
happen when I cycle,” he says. 
All the best ideas also come 
when he is pedalling away. 

When Kumar and Jain 
stumbled upon the idea of 
cycle insurance, they knew 
they had to pursue it. There is 
little recognition for pedestri-
ans and cyclists in India, says 
Kumar. “Dangers they face are 
high, but not much discussed. 
I knew that a product like this 
makes sense and will work.”

“As an entrepreneur I never 
know what will come my way 
next. In cycling also, I never 
know what new places and 
people I will see if I take a dif-
ferent route.” – APRAJITA SHARMAP
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WEF 2020

THINGS 
WILL TURN 
AROUND 
SOON:  
INDIA INC 
INDIAN BUSINESS LEADERS AT DAVOS 
SAY THEY EXPECT THE ECONOMY TO 
RECOVER IN TWO TO THREE QUARTERS

very January, the snowy 
slopes of Davos in Switzerland 
emerge as the ultimate network-
ing spot for global movers and 
shakers. This year at the 50th 
edition of the World Economic 
Forum (WEF), Klaus Schwab, 
Founder and Executive Chair-
man, came up with a Davos 
Manifesto that states companies 
should pay their fair share of 
taxes, show zero tolerance for 

corruption, uphold human rights 
throughout their global supply 
chains, and advocate for a com-
petitive level playing field.

That’s an admirable agenda 
to start off from. The leaders at 
WEF this time round included a 
whole host of leaders from US 
President Donald Trump and 
Swedish teen environmental-
ist Greta Thunberg to the CEOs 
of some of the world’s largest 
corporations. India had a large 
delegation led by Commerce and 
Railway Minister Piyush Goyal 
and close to a 100 CEOs.

The focus of the WEF this 
year was on establishing stake-
holder capitalism as a way of 
addressing the world’s greatest 
challenges, from societal divi-

E



sions created by income inequal-
ity and political polarisation to 
the climate crisis.

Speaking at Davos, Gita Gopi-
nath, Chief Economist, Inter-
national Monetary Fund (IMF), 
said, “We see India recovering. 
There is a significant recovery 
coming in the next fiscal. There 
is a fair amount of monetary 
stimulus in the system, corpo-
rate tax cuts are also there — 
these should help with recovery 
in growth.”

The IMF lowered India’s 
growth estimate to 4.8 per cent 
for 2019 due to stress in the 
country’s non-bank financial 
sector and weak rural income 
growth. It expects growth to 
be 5.8 per cent in 2020 and 6.5 

per cent in 2021. For the world 
economy, IMF sees growth at 
3.3 per cent in 2020 compared 
with 2.9 per cent in 2019. How-
ever, Gopinath added that the 
current economic slowdown in 
India was the primary reason 
behind global growth estimates 
being downgraded in the lat-
est World Economic Outlook, 
which slashed global growth 
projections for 2019. Accord-
ing to her, the government must 
take measures to re-stimulate 
growth while ensuring that the 
non-performing assets (NPAs) 
issue is not further intensified.

 
From Another Angle
Most Indian business leaders at 
Davos, however, had a different 
view. They were not overtly pes-
simistic about the growth pros-
pects of the country in future 
years. Some measures taken by 
the NDA government in its first 
term such as demonetisation and 
introduction of the goods and 
services tax (GST) have resulted 
in small businesses getting hit 
badly. But with the government 
trying to clean up India’s debt 
laden state-owned banks and 
using the Insolvency and Bank-
ruptcy Code to sell highly in-
debted companies, are expected 

“(Provide) greater 
market access 
for Indian goods 
and services on a 
reciprocal basis”

“There is a 
significant 
recovery coming 
in the next fiscal 
(in India). There 
is a fair amount of 
monetary stimulus 
in the system, 
corporate tax cuts 
are also there – 
these should help 
with recovery  
in growth”

PIYUSH GOYAL  
Commerce and Railway Minister

GITA GOPINATH  
Chief Economist, IMF



to start showing results in the 
not-too-distant future.

However, while India is keen 
to be a major part of global sup-
ply chains, larger participation 
may be possible only if regulato-
ry practices are more balanced. 
At Davos, Goyal said India 
was not willing to engage with 
the Regional Comprehensive 
Economic Partnership (RCEP) 
unless there’s “greater degree 
of transparency”. This could 
happen only if member nations 
engage in “open government 
and regulatory practices” and 
provide “greater market access 
for Indian goods and services on 
a reciprocal basis”, he said.

Describing RCEP in its cur-
rent state as an “unbalanced 
trade agreement” that was not 
fulfilling its guiding principles, he 
said India could not participate 
in it. “We aren’t negotiating trade 
with deadlines and in a hurry. 
The FTAs (free trade agree-
ments) that were entered into 
from 2009-12, sadly did not have 
as many stakeholder consulta-
tions as our government is do-
ing,” he added.

US President Donald Trump 
also spoke in a positive note 
about the US economy. In his 
keynote address, Trump lauded 
the country’s economy, telling 
business and political leaders 
that the US’s economic turn-
around had been “nothing short 
of spectacular”.

Where there is Trump, 
climate change cannot be far 
behind, considering that he with-
drew the US from the Paris cli-
mate accord. In stark contrast, 
Greta Thunberg said that while 
her campaign has been accepted 
across the world, “nothing has 
been done” to save the planet. 
Thunberg has managed to mo-
bilise young people globally  
and put climate change at the 
top of the global agenda. That’s 

WEF 2020

“What’s more 
important is our 

outlook in the 
medium and 

long term, and 
not what we 

are doing now”

“November and 
December have 

been better 
than what we 
thought. Still 

not out of de-
growth, but it is 
less than what 

we had some 
time ago. The 
overall vision 

for Q4 is same”

“Despite all 
the gloom and 
doom, India is 
one economy 
that is bound 

to grow. There 
are some 

things that we 
need to fix”

C.P. GURNANI  
MD & CEO, Tech Mahindra

PAWAN GOENKA  
MD, Mahindra and Mahindra

AJAY SINGH 
Chairman, SpiceJet



to be fixed. “At this point, we 
need to reflect on what is going 
wrong and take measures to 
fix it. It is easy to say increase 
demand but how do you do it? 
India is going through a struc-
tural change in terms of how the 
consumer is seeing the whole 
situation — people are looking 
for more competitive products.”

SpiceJet Chairman Ajay 
Singh, however, said the In-
dian economy continues to be 
a bright spot. “Despite all the 
gloom and doom, India is one 
economy that is bound to grow. 
There are some things that we 
need to fix. There needs to be 
a focus on expenditure. The 
credit freeze needs to go away. 
All those issues are internal to 
India. We need to fix them. But if 
you look at it from a global per-
spective, India is one of the few 
bright spots. The world will  
look to India to fuel global 
growth,” Singh said.

The positive sentiment 
shared by the Indian business 
leaders is at odds with what 
many others say. For instance, 
for the first time, more than half 
of the nearly 1,600 CEOs in 83 
territories surveyed by PwC said 
they believe the rate of global 
GDP growth will decline. While 
53 per cent projected a decline 
in global economic growth (up 
sharply from 29 per cent last 
year), only 22 per cent expected 
improvement (down from 42 per 
cent). However, at a time when 
the confidence of global CEOs is 
down on economic growth, India 
emerged as their fourth choice 
after the US, China and Germany 
according to a PwC survey.

Among the global CEOs, at 
40 per cent, Indians showed the 
second highest level of confi-
dence after the Chinese (45 per 
cent). PwC said China is looking 
beyond the US for growth, even 
as the US retains its lead as the 
top market that CEOs look to for 
growth over the next 12 months.

a huge achievement.
Speaking at a session on 

‘Safeguarding our Planet’, Anand 
Mahindra, Chairman, Mahindra 
Group, pointed out that India is 
on track to meet the Paris com-
mitments, adding that climate 
change is about staying alive.

 
On the Recovery Path
Over 100 Indian CEOs and 
several political leaders at-
tended the WEF Annual Meeting, 
where the theme this year was 
‘Stakeholders for a Cohesive and 
Sustainable World’. Overall, the 
Indian corporate sector expects 
the economy of the country to 
recover in the coming two to 
three quarters from the  
ongoing slowdown.

While the IMF said that 
a sharp decline in the Indian 
economy pulled down the global 
growth forecasts for 2020, India 
Inc representatives at Davos 
felt it was important to focus on 
medium- and long-term outlook 
and rally together as a country. 
Tech Mahindra CEO C.P. Gurnani 

“Richer countries 
need to get down to 
zero emissions much 
faster and then help 
poorer countries do 

the same”

DONALD TRUMP  
President, US

GRETA THUNBERG  
Environmentalist

said it was very unusual that a 
growth rate which was running 
at 8-10 per cent was now at 4-5 
per cent, impacting the global 
growth rate. He stressed that 
the focus should now be on the 
future course of action. “What’s 
more important is our outlook 
in the medium and long term, 
and not what we are doing now,” 
Gurnani added. 

Mahindra and Mahindra Man-
aging Director Pawan Goenka, 
said, “November and December 
have been better than what 
we thought. Still not out of de-
growth, but it is less than what 
we had some time ago. And the 
overall vision on what might 
happen in Q4 (of the current fis-
cal) is the same. De-growth will 
come down to low single digits, 
hoping that, with Q1 coming in, it 
will become flat and Q2 (of the 
next fiscal) is when we  
start seeing growth.”

Vikram Kirloskar, the 
Chairman and MD of Kirloskar 
Systems, said the government 
needs to reflect on what needs 

“Today I’m proud to 
declare the United 

States is in the midst of 
an economic boom, the 
likes of which the world 
has never seen before”
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SURESH NARAYANAN, CHAIRMAN & MD, NESTLE INDIA

Q. What was the best advice you 
ever got and from whom?
A. I had returned to India at the height of 
the Maggi controversy. The problem was to 
do with reputation, business. A fourth of our 
turnover had come to a grinding halt, five out 
of eight factories had been shut. For us, trust 
and responsibility is the anchor and that was 
up in flames. It was an existential crisis.  

Q. Who did you approach for advice?
A. The best advice I have ever got was from a 
non-corporate person. I had gone to meet my 
grandmother in Bangalore to take her bless-
ings. Before starting this journey, I needed a 
confidence building measure. I told her about 
the huge challenge and asked her what her 
advice would be. 

 Q. What was the advice?
A. She told me that I should take care of my 
people. That was the soundest piece of advice I 
have ever got. She is not an MBA or a corporate 
captain but she is a fond grandmother to all of 
us. That, I believe, is something I will always 
cherish. She was enormously wise.  Her advice 
to focus on people was wiser than any pro-
fessor in a business school would have given. 
That’s what I value the most. 

Q. How effective was it in resolving 
the problem?
A. Four years on, in terms of value and vol-
ume, we are well ahead of what we had done in 
2014. The company is on the path of excellent 
growth. We have innovated and renovated 
60-plus new products in the last three years. 
I believe some have called our performance 
an 'outliar'. But it is a tribute to the people and 
teams that have made this happen. Adversity 
builds enormous strength, it also give you 
huge opportunities. Nestle India has ben-
efited in some sense from this trial by fire.     

– AJITA SHASHIDHAR

“TAKE CARE  
OF YOUR PEOPLE”
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