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foreword

As Readers may be aware, the ‘Make in India’ initiative, aims to achieve 70% indigenization in our Defence

sector. The Ministry of Defence recently released a negative list of 101 Defence items which are banned

for import. The list of embargoed items, along with the Defence Acquisition Procedure 2020 (DAP-2020)

and the draft Defence Production & Export Promotion Policy 2020 (DPEPP-2020) is sure to provide the

required thrust to revitalize the Defence & Aerospace sector in Tamil Nadu.

Tamil Nadu is an industrially advanced State with highest number of factories in India. It is also the most

urbanized state with 48% of the population based out of cities having world class Industrial Parks &

SEZs. The Aerospace & Defence Policy 2019 provides the needed incentives and measures to develop a

strong domestic capability in Defence. The Policy gives greater impetus for economic growth, skilled job

creation and supporting growth of domestic manufacturers, especially MSMEs.

The Southern India Chamber of Commerce & Industry (SICCI) has been advocating for indigenization of

India’s Defence & Aerospace requirements and  our specific focus has been on Tamil Nadu with our

multiple engagements & conferences with the Defence forces. SICCI is committed to the establishment

of the Defence corridor in the State. We strongly feel that industry in this region should not miss this

unique opportunity to manufacture for and supply to the world's most profitable Defence market. With

Chennai already possessing inherent strengths in Automotive manufacturing, the scaling to Defence

manufacturing would be the next logical step.

SICCI has therefore been engaging in hosting relevant conferences, releasing knowledge reports and

interfacing with Government for Defence Production & Procedures. This has been towards enabling

greater participation of industry in the region, especially within the MSME sector. This report released at

the Defence & Aerospace Roundtable on 17th December 2020 is but one example.

We hope this study is insightful and helps every stakeholder of the Defence industry gain a better

perspective while making informed decisions. This would in turn help in the flourishing of the Defence

sector in Tamil Nadu. We appreciate the efforts put in by SAS Partners and Sugosha Advisory in the

preparation of this comprehensive study and making it a "ready reference" on the subject.
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SAS Partners Corporate Advisors takes pride in presenting this knowledge paper in collaboration with its

strategic partner Sugosha Advisory for describing the Indian opportunity in the Aerospace & Defence

Industry in the context of a virtual Round table organized with the Southern India Chamber of Commerce

& Industry (SICCI).  

India is adjudged as one of the largest Aerospace & Defence industrial opportunities in the emerging

world. From a public sector and import-dependent Industry, India’s Aerospace & Defence industry has

been constantly evolving over the last two decades with measured relaxations for private sector

participation. 

Being one of the most critical sectors and a catalyst for industrial development, the sector continues to

attract serious interest from stakeholders. Among the various Indian states that are competing to get a

slice of this vast opportunity, Tamil Nadu positions itself as a compelling location for investments. 

This knowledge paper is aimed at portraying various aspects of Aerospace & Defence Industry landscape,

Regulatory framework for Defence Procurement including the Defence Acquisition Policy 2020,

Framework for doing business in India, Tamil Nadu’s positioning and the outlook towards the future. 

We certainly hope this knowledge paper enlighten its readers and remain as a reference point for some of

the critical matters related to the topics described above.
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This  report  has been prepared by  SAS Partners in  col laborat ion with  Sugosha Advisory  in  the

context  of  a  v i rtual  roundtable  organized a long with  The Southern India  Chamber  of  Commerce

and Industry .  A l l  r ights reserved and this  report  is  for  information purposes only .  Whi le  due

care has been taken dur ing the compi lat ion of  th is  report  to  ensure that  the information is

accurate to  the best  of  our  knowledge and bel ief ,  the content  is  not  to  be construed in  any

manner  whatsoever  as a  substitute for  professional  advice.  We neither  recommend nor

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

do they assume any l iabi l i ty  or  responsibi l i ty  for  the outcome of  decis ions taken as a  result  of

any re l iance p laced on this  report .

disclaimer
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This  Knowledge Paper  a ims to  provide an overview of  the Indian Defence and Aerospace

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

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

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

to the current  trends in  the Indian Defence and Aerospace industry ,  and the tra jectory  of  the

future trends & potentia l ,  as  India  str ives to  establ ish its  own self-re l iant  defence industr ia l

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

Publ ic  Sector  Unit ,  and the level  p lay ing f ie ld  created for  the Pr ivate Sector  companies.
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introduction
The Indian Defence industry  was thrown open to  the pr ivate companies in  2001 ,  when the then

dispensation real ized the gravity  of  the s ituat ion in  keeping this  as the exclusive pr iv i lege of

the Defence Publ ic  Sector  Units  (DPSUs)  and the Ordnance Factory  Boards (OFBs) .  This

wisdom dawned on the decis ion makers dur ing the Kargi l  war  of  1999 ,  when the DPSUs and the

OFBs could  not  cater  to  supply  of  the cr it ical  arms and ammunit ion to  the Indian sold iers,

guarding the front iers.  This  became the proverbia l  “ last  straw on the camel ’s  back” ,  when the

Defence forces stomped its  foot  and the decis ion makers “b it  the bul let” ,  and the f i rst

Defence Procurement Pol icy  (DPP) ,  inv it ing 100% pr ivate sector  part ic ipat ion in  Defence

production was formal ly  real ized.

Ever  s ince,  the DPP has evolved with  new versions every  couple  of  years,  and has attempted

to integrate a l l  the stakeholders for  a  more comprehensive and cohesive approach,  and has

hence crystal l ized its  core phi losophy from a  mere “ Importer-and-Buyer-of-platforms”  to

“Make- in- India” .  This  transformational  approach to  acquis it ion was imbibed from many

developed Defence manufactur ing countr ies and wel l  researched & wel l  intended committee

reports –  For  example:  Shr i  Dhirendra Singh Committee report  was essentia l ly  brought  up to

infuse self-re l iance and transparency in  the acquis it ion process,  and in  keeping in  str ide with

India ’s  aspirat ion to  be a  regional  and g lobal  power.

Even as India  was making these transit ions in  i ts  Defence procurement,  the Geo-pol it ics,  and

along with  it  the Geo-strategic  and Geo-economics in  the region and beyond,  have a lso

transformed and real igned s ignif icant ly .  The reverberat ions of  these a l ignments have been

felt  in  the Indian Defence procurement,  with  some of  the best-of-the-breed Defence

equipment exporters  in  the wor ld ,  vy ing to  partner  with  India ,  as  opposed to  maintain ing the

“buyer”-“sel ler”  re lat ionship.  Such inducements by  g lobal  Defence OEMs seeking partnerships

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

gates to  the aspir ing Indian Defence companies,  with  cornucopia  of  opportunit ies.

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

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

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

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

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

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

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

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

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

to ensure a  v ibrant  manufactur ing industry  in  India .
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R E V E N U E

E X P E N D I T U R E  

( R S .  I N  C R O R E )
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indiaN defence budget
and market
attractiveness

DEFENCE BUDGET

2017 -18 86 ,488 259 ,262
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The Indian Aerospace and Defence market  presents an attract ive and s ignif icant  opportunity

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

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

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

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

through imports.

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

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

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

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

main heads of  Revenue Expenditure and Capita l  Expenditure.

T O T A L

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

172 ,774

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

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

2020 -21  ( B E ) 113 ,734 323 ,053209 ,319

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

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

expenditure of  the government accounts for  about  11% of  its  total  expenditure.
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The Indian economy continues to  be at  a  br ight  spot  in  the g lobal  economic environment,  with

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

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

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

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

feel  the ideal  a l locat ion of  Defence Budget should  be 2 .5% of  the GDP.
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Among the Defence services,  the Indian Army with  a  capita l  budget  of  Rs.  179333  crore

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

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

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

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

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

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

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

indian Aerospace & defence industry outlook

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

2018 -19  ( R E )  

( R S  I N  C R O R E )

2019 -20  ( R E )  

( R S  I N  C R O R E )

A r m y 23420 25799

2020 -21  ( B E )  

( R S  I N  C R O R E )

21094

N a v y 24226 2459819148

A i r  F o r c e 42482 4003234039

T o t a l 90128 9042974281

Modernisation Budget of the Armed Forces

10 .16%

%  I N C R E A S E  I N  

( R S  I N  C R O R E )

1 .54%

-5 .77%

0 .33%
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While  the Armed Forces budget draws out  a  reasonably  h igh 12% of  the union budget,  most  of

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

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

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

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

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

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

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

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

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

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

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

deals  value.

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

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

07
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MARKET ATTRACTIVENESS

DEFENCE OPPORTUNITIES

Defence has s igned more than 180  contracts with  the Indian Industry ,  as  of  December  2019 .

These contracts were valued over  USD 25 .8  Bn  approximately .  Favorable  government pol icy  is

the one which promotes self-re l iance,  indigenizat ion,  and technology upgradation.  The pol ic ies

also a im at  achieving economies of  scale ,  including the development of  capabi l i t ies,  and for

exports in  the Defence sector .  India ’s  extensive modernizat ion p lans are  with  an increased

focus on homeland secur ity  and growing attract iveness as a  Defence sourcing hub.

Defence production in  India  is  gradual ly  heading towards pr ivate sector  part ic ipat ion.  Between

2015 -16  and 2018 -19  (Apr i l -October) ,  out  of  a  total  188  contracts,  121  contracts have been

signed with  Indian vendors including DPSUs/PSUs/OFB and pr ivate vendors for  capita l

procurement of  Defence equipment.  The equipment to  be procured includes Hel icopters,  Naval

vessels ,  radars,  bal l ist ic  helmets,  art i l lery  guns,  s imulators,  missi les,  bul letproof  jackets,

e lectronic  fuses and ammunit ion.
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The s ize of  the opportunity  is  huge.  The government is  looking at  achieving a  turnover  of  Rs

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

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

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

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

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

AEROSPACE OPPORTUNITIES

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

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

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

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

Launch Vehic les (PSLVs)  by  ISRO.

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

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

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

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

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

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

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

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

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

companies in  the Space sector  in  India .

The Civ i l  Aviat ion industry  in  India  has emerged as one of  the fastest  growing industr ies in  the

country  dur ing the last  3  years.  India  has become the 3 rd  largest  domestic  aviat ion market  in

the wor ld  and is  expected to  overtake UK to  become the 3 rd  largest  a i r  passenger  market  by

2024 .

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

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

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

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

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

SPACE OPPORTUNITIES
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The Department of  Defence Production (DDP)  was set  up in  November  1962  with  the object ive

of  developing a  comprehensive production infrastructure to  produce the

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

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

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

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

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

equipment,  specia l  a l loys and specia l  purpose steels .

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

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

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

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

through transfer  of  technology.

SAS PARTNERS CORPORATE ADVISORSSUGOSHA ADVISORY SICCI



The OFs form a  g iant  industr ia l  setup which functions under  the Department of  Defence

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

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

of  Safety.  The 41  OFs operate to  manufacture a  wide l ist  of  products including c iv i l ian  arms &

ammunit ion,  weapons,  explosives,  propel lants & chemicals ,  mi l i tary  vehic les,  armored

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

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

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

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

proof  vehic les and mine protected vehic les etc.

ORDNANCE FACTORIES

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

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

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

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

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

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

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

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

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

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

crore to  the OF b i l ls .

DEFENCE PUBLIC SECTOR UNDERTAKINGS (DPSUS)

10
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Government-owned corporat ions are  termed as Publ ic  Sector  Undertakings (PSUs)  in  India .  In

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

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

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

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

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

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

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

Hindustan Aeronautics L imited (HAL)

Bharat  E lectronics L imited (BEL)

BEML

Bharat  Dynamics L imited (BDL)

Mishra  Dattu Nigam Limited (MIDHANI)

1 .

2 .

3 .

4 .

5 .

6 .  Goa Shipyard L imited (GSL)

7 .  Garden Reach Shipyard and Engineers

Limited (GRSE)

8 .  Mazagon Dock L imited (MDL)

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

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

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

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

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

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

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

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

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

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

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

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

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

BDL for  the Indian Army.  GSL,  GRSE,  MDL and HSL have been involved for  decades in  the

design,  development and production of  many of  the vessels  in  India ’s  f leet ,  including

Destroyers,  missi le  boats and submarines.  MDL has recently  undertaken the project  of

developing cutt ing-edge Scorpene-class conventional  submarines and four  missi le

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

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

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

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

signif icant ly  through the route of  open tenders,  a l lowing level  p lay ing f ie ld  of  competit ion.
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Defence Research and Development Organizat ion (DRDO) is  the country ’s  leading organizat ion

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

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

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

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

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

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

to maximum extent.

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

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

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

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

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

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

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

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

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

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

total  share) .  Major  projects undertaken by  DRDO are as fol lows,
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DEFENCE RESEARCH AND DEVELOPMENT ORGANIZATION (DRDO)
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Light  Combat Aircraft  (LCA)  ‘Tejas’

LCA Navy

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

Airborne Warning and Control  System ( India)

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

Heavy Drop System (HDS)

Control led Aer ia l  Del ivery  System

Medium Size Aerostat  Survei l lance System ‘Nakshatra’

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

Surface-to-Air  Missi le  ‘Akash’

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

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

Supersonic  Cruise Missi le  ‘BrahMos’

Beyond Visual  Range Air-to-Air  Missi le  ‘Astra ’
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To achieve the goal  of  self-re l iance in  the Defence sector ,  cont inuous efforts  are  being made

to increase indigenizat ion,  wherever  technological ly  feasible  and economical ly  v iable .

In  May 2001 ,  the Defence Industry  sector ,  which was h itherto reserved for  the publ ic  sector ,

was opened up to  100% for  Indian pr ivate sector  part ic ipat ion,  with  Foreign Direct  Investment

(FDI)  up to  26%, both subject  to  l icensing.  However ,  recently  the Department of  Industr ia l

Pol icy  & Promotion,  Ministry  of  Commerce & Industry  v ide Press Note No.  5  (2016  Ser ies) ,  has

al lowed FDI  under  automatic  route upto 49% and above 49% wherever  i t  is  l ikely  to  result  in

access to  modern technology or  for  other  reasons to  be recorded.

Post  l iberal izat ion of  the Defence sector  in  2001 ,  the f i rst  instance of  opportunity  was

sighted in  the DPP 2006  with  the introduction of  Make category,  which was exclusively

reserved for  Indian pr ivate companies.  We are now looking at  a  decade of  development s ince

2006  in  the pr ivate industry  and here are  some of  the companies which have proved

themselves in  Defence manufactur ing.
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PRIVATE SECTOR

THE TATA GROUP

The Tata group is  leading the 'Make in  India '  charge in  the Defence & Aerospace spaces and is

a  key pr ivate sector  p layer  in  the industry .

In  Aerospace,  Tata has emerged as a  g lobal ,  s ingle-source suppl ier  for  a  number  of  important

f ixed wing and rotary  wing programmes.  In  the Defence domain,  as  a  trusted partner  to  the

Ministry  of  Defence (MoD),  armed forces and Defence Research and Development

Organizat ion (DRDO),  Tata is  p lay ing an increasingly  important  ro le  in  Defence programmes of

strategic  importance.

Going forward,  the group is  focused on,  partner ing g lobal  OEMs for  'Make in  India '  programmes

for  f ighters,  hel icopters,  transport  a i rcraft  and weapon systems and land systems;  bui ld ing

unmanned systems;  support ing other  cr it ical  aerospace & Defence programs for  the Indian

Defence sector ,  and sett ing up wor ld-class aero engine components manufactur ing faci l i t ies.

BUSINESS HIGHLIGHTS

Tata group announced the consol idat ion of  f ive Aerospace and Defence businesses into a

single  ent ity  to  be known as Tata A&D.  It  wi l l  be  amongst India ’s  largest  pr ivate Aerospace

and Defence players post  consol idat ion,  moving beyond provid ing indiv idual  products to

developing integrated offer ings and executing larger  and more complex products.
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Tata Advanced Systems

Tata Power  SED

Tata Advanced Mater ia l  L imited (TAML)

TAL Manufactur ing Solut ions Ltd (TAL)

Tata Motors L imited
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Airbus Hel icopters has awarded a  contract  to  Mahindra  Aerostructures to  make a i rframe parts

for  the AS565  MBe Panther .  These parts  wi l l  be  produced at  the Mahindra  faci l i ty  in  Bengaluru.

They wi l l  be  shipped direct ly  to  the Airbus Hel icopter  production l ine  in  Mar ignane,  France

where they wi l l  be  integrated with  the rest  of  the a i rframe assembly  and wi l l  form a  cr it ical

part  of  the Panthers sold  wor ldwide.  The contract  posit ions Mahindra  Aerostructures as the

f i rst  Indian company to  receive a  d i rect  manufactur ing contract  from Airbus Hel icopters as a

Tier  1  suppl ier .

Annual  procurement of  Airbus Group from India  exceeds USD 500  mi l l ion  from over  45

suppl iers  in  2015 .  I t  supports more than 6000  local  jobs.  Due to  th is  supply  chain ,  every

Airbus commercia l  a i rcraft  produced today is  part ly  ‘Made in  India ’ .

In  March 2014 ,  Mahindra  Defence Naval  Systems (MDNS) inaugurated its  new underwater

systems and naval  appl icat ions manufactur ing faci l i ty  in  Chakan,  near  Pune.  MDNS is  a  whol ly

owned subsidiary  of  Mahindra  Defence Systems,  which is  part  of  the USD 16 .7  b i l l ion  Mahindra

Group.  In  July  2016 ,  Boeing Co.  and Mahindra  Defence Systems formal ly  opened a  centre to

provide C-17  t ra in ing services to  the Indian Air  Force.

In  Feb 2017 ,  Mahindra  Aerostructures,  a  Mahindra  Group company,  s igned an agreement with

Segnere SAS of  France to  col laborate on a i rframe manufactur ing.
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THE MAHINDRA GROUP

LARSEN & TOUBRO (L&T)

L&T is  one of  India 's  leading companies for  supply  of  Defence Equipment and Systems in  the

pr ivate sector ,  with  over  30  years  of  exper ience in  th is  f ie ld .  They provide indigenous,  design-

to-del ivery  solut ions across the Defence spectrum –  from land-based weapon launch systems,

air  Defence and art i l lery  systems and upgrades,  to  naval  weapon launch systems with  f i re

control  solut ions,  br idging systems,  communicat ion,  avionics,  C4 I  and missi le  systems.

L&T won the tender  in  a  g lobal  b id  for  manufacture of  guns,  which or ig inal ly  fe l l  within  the

expert ise of  the OFs.  L&T in  partnership  with  the South Korean f i rm,  Samsung Techwinwon,

was awarded a  contract  for  over  a  b i l l ion  dol lars  for  the supply  of  100  howitzer  art i l lery

pieces to  the Indian Army.  

In  Feb 2017 ,  L&T and the UK-based MBDA,  one of  the leading g lobal  p layers in  missi le

systems,  set  up a  jo int  venture (JV)  to  develop and supply  missi les and missi le  systems to

meet the growing potentia l  requirements of  the Indian armed forces.  MBDA is  jo int ly  held  by

Airbus Group (37 .5  %) ,  BAE Systems (37 .5  %) ,  and Leonardo (25  %) .  The Joint  Venture

Company is  named ‘L&T MBDA Missi le  Systems Ltd’ .
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Kalyani  Strategic  Systems Ltd entered into a  JV with  Saab Group for  manufactur ing of

surface-to-air  missi le  (SRSAM) system and very  short-range a i r  Defence (VSHORAD) a i r

Defence programmes.

In  Feb 2017 ,  Ka lyani  Group,  the owners of  Bharat  Forge,  f inal ized a  JV partnership  with  Rafael

Advanced Systems.  The in it iat ive wi l l  enable  the development and production of  h igh end

technology systems within  the country .  This  wi l l  inc lude a  wide range of  technologies and

systems,  l ike  Missi le  Technology,  Remote Weapon Systems and Advanced Armor  Solut ions.

The proposed JV wi l l  produce Spike Anti -Tank Guided Missi les (ATGM).

Kalyani  Strategic  Systems (KSSL) ,  the Defence arm of  Kalyani  Group and Israel  Aerospace

Industr ies ( IAI )  s igned a  memorandum of  understanding to  incorporate a  JV company in  India ,

at  the Aero- India  exhib it ion in  Bengaluru.  As part  of  the MOU,  IAI  and KSSL are  a iming to

expand their  presence in  Indian Defence market  and to  bui ld ,  market  and manufacture specif ic

air  Defence systems and ground to  ground & ground to  sea munit ions.

DYNAMATIC TECHNOLOGIES L IMITED designs and bui lds h ighly  engineered products for

Automotive,  Aeronautic ,  Hydraul ic  and Secur ity  appl icat ions.  With  futur ist ic  design,

engineer ing and manufactur ing faci l i t ies  in  Europe and India ,  they are  able  to  meet customers'

exacting requirements on 6  cont inents.

Their  faci l i t ies  which are  located in  India  (Bengaluru,  Chennai ,  Coimbatore,  Nasik) ,  United

Kingdom (Swindon,  Br istol )  and Germany (Schwarzenberg) ,  are  lean,  green and c lean,  and

designed to  support  neighbor ing communit ies as wel l  as  the environment.

With three design laborator ies in  India  and Europe,  Dynamatic  Technologies is  a  leading

Pr ivate R&D Organizat ion,  with  numerous inventions and patents to  its  credit .  The Company

and its  Subsidiar ies employ around 50  sc ient ists and 500  engineers with  expert ise in

Mechanical  Engineer ing,  Advanced Computer  Aided Engineer ing,  Mater ia ls  & Metal lurgical

Engineer ing,  F lu id  Dynamics and Defence & Aerospace Research.

Most recently ,  Dynamatic  has bui lt  the f i rst  front  fuselage for  the FOC version of  the Tejas

Light  Combat Aircraft  (LCA) .  This  is  the f i rst  t ime a  complex fuselage section for  a  supersonic

f ighter  a i rcraft  has been bui lt  by  a  pr ivate sector  company.
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DYNAMATIC TECHNOLOGIES LIMITED

BHARAT FORGE
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Establ ished in  1988 ,  VEM Technologies Pvt .  Ltd.  has a  s ignif icant  exper ience in  provid ing

technological  solut ions to  the Defence and Aerospace Industry .  Over  the years,  VEM

developed expert ise in  wide range of  technological  domains ranging from connectors to

missi le  systems and has successful ly  executed many important  projects of  nat ional  interest ,

using its  h ighly  re l iable  state of  the art  manufactur ing,  assembly  and test ing faci l i t ies.  VEM is

one of  the most re l iable  technological  partners for  the Defence and Aerospace Industry .  VEM

was awarded with  the “Best  Technology Award for  the Servo System” by  DRDO.

VEM has transformed itself  into a  prominent  p layer  for  system integrat ion of  missi les and

aircrafts  by  developing know-how and expert ise in  var ious technological  f ie lds l ike

Composites,  Mechatronics,  E lectro-optics,  RF & MW, Power  E lectronics and Micro-electronics.

With the help  of  the expert ise in  a l l  these f ie lds,  VEM successful ly  develops,  manufactures

and integrates major  systems for  Aerospace and Defence Industry .

“Mar ine & Defence”  d iv is ion was formed exclusively  to  cater  to  the requirements of  Mar ine

and Defence sector  including the Indian Publ ic  Sector  Undertaking (PSU)  Shipyards,  Indian

Navy,  Indian Coastguard,  Indian Army,  Indian Air  force,  Ordnance Factor ies,  C iv i l  &  Mar ine

Ships,  MES and a l l  other  Defence establ ishments.

Their  faci l i t ies  are  approved by IRS for  production of  Mar ine grade products.  They are  a lso

registered vendors for  pumps and valves for  the Indian Navy,  DGS & D,  and registered with

DGQA.  They have had the pr iv i lege to  be associated with  the Indian Navy.  They have suppl ied

AC sea water  and chi l led water  pumps for  INS Viraat ,  INS Ranj it ,  INS Ranvi jay  & Salvage pumps

for  INS Makar  Survey Ship .
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KIRLOSKAR

VEM TECHNOLOGIES

ANANTH TECHNOLOGIES

Ananth's  Aerospace div is ion s ince 1992  has been one of  i ts  core strength and d ifferent iators.

The d iv is ion’s  capabi l i t ies  span both the embedded software,  hardware and system design.

Through their  services and solut ions,  Aerospace companies achieve faster  t ime-to-market

with  qual ity  products,  cost  effect ively .  They offer  best-of-breed design solut ions in  aero-

structures,  aero-engines for  Aircraft  Or ig inal  Equipment Manufacturers  (OEMs)  and suppl iers .

Core areas of  expert ise a lso include systems design and development including Avionics,  RF

and Microwave communicat ion systems,  Telemetry  systems,  power  modules,  DC-DC

converters,  PCM encoders,  and more.
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Alpha is  set  up to  ut i l ize  the Government of  India ’s  pol ic ies for  l iberal izat ion of  Indian

economy and opening of  Defence Production to  Pr ivate Sector  Industr ies.  A lpha responds in  a

very  unique and innovative manner  to  the needs of  India 's  Defence and para  mi l i tary  markets.

Establ ished in  Bengaluru,  India 's  h igh-tech metropol is ,  the company is  structured to  offer

technical  support ,  indigenous assembly/manufacture faci l i t ies  and technology integrat ion

services for  a  wide range of  products to  Indian and internat ional  organizat ions.

Annual  r ise in  the Defence budget of  India

Clar ity  on items requir ing ILs,  s ingle  window for  appl icat ion to  obtain  ILs  and streaml ined

procedures

Large capita l  expenditure project ion.  The government has est imated that  around 33% of  its

Defence budget for  the year  2020 -2021  is  to  be spent  on capita l  acquis it ions of  Defence

equipment.

Large imports -  scope for  indigenizat ion

Del ist ing of  several  i tems from export  c learances

The scope of  the pr ivate sector  in  Defence is  immense and ever-growing.  The future prospects

of  the sector  appear  promising,  predominantly  due to  the fol lowing factors:

New thrust  to  Buy and Make ( Indian) ,  and Make categor ies of  procurement in  DAP

Increased scope for  transfer  of  technology due to  procurement categor izat ions in  DAP

Increased FDI  cap in  automatic  route and governmental  route subject  to  certain  condit ions

Level  p lay ing f ie ld  with  the publ ic  sector  -  removal  of  exemptions granted to  publ ic  sector

companies and undertakings for  payment of  customs and excise dut ies

Increased f lexib i l i ty  to  FOEMs in  d ischarge of  offset  obl igat ions in  terms of  change in  IOPs,

t imeframe and products & services.  The government has est imated a  net  amount of

contractual  offset  obl igat ion of  around $4 .5  B i l l ion  over  the next  5 -6  years.
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ALPHA DESIGN TECHNOLOGIES PVT. LTD.
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SCOPE OF THE PRIVATE SECTOR

GOPALAN AEROSPACE

Gopalan Aerospace is  a  fast  paced,  innovative Aerospace composite Design,  Development and

Manufactur ing company.  Their  expert ise l ies  in  Precis ion Engineer ing,  Sheet  Metal  Fabr icat ion,

Heavy Parts  Manufactur ing and Aerospace Composites.  They a lso manufacture Aerospace

inter iors  parts  and more in  order  to  cater  to  the increasing Aerospace equipment and other

heavy engineer ing needs of  India .

Establ ished in  Bengaluru,  Gopalan Aerospace was conceptual ized to  enable  and contr ibute to

the country ’s  rapid ly  changing Aerospace industry .  A  domain  which was sparsely  populated by

only  a  few large p layers is  now open to  new,  more progressive,  faster  moving entrants.

SAS PARTNERS CORPORATE ADVISORSSUGOSHA ADVISORY SICCI



Legal and Regulatory
Framework for Defence
Procurement
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P O L I C Y M I N I S T R Y  O F  D E F E N C E

Legislations &

Procedures

DEFENCE AQUISITION

PROCEDURE, 2020

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

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

Governs industrial  l icensing for

manufacture of Defence Items

INDUSTRIES (DEVELOPMENT AND

REGULATION) ACT, 1951

Governs procedure for capital

acquisitions in the Defence sector

FOREIGN DIRECT INVESTMENT

POLICY & REGULATIONS UNDER FOREIGN

EXCHANGE MANAGEMENT ACT,1999

(FEMA)

Governs policy on foreign direct

investment and regulations on

foreign exchange

OTHER ACTS - INDIAN ARMY ACT,

1950 ;  INDIAN AIR FORCE ACT,

1950 ;  INDIAN NAVY ACT, 1957

Statutory provisions and

supplementary rules concerning

government, regulation,

administration, enrolment and

discipline of the Army, Air Force and

Navy.

Regulators &

Agencies

DEPARTMENT OF DEFENCE

PRODUCTION, MINISTRY OF DEFENCE

Formulation and implementation of

industrial  policy,  including the

relevant FDI policies from time to

time.

DEPARTMENT OF INDUSTRIAL POLICY

AND PROMOTION, MINISTRY OF

COMMERCE & INDUSTRY (DIPP) 

The primary agency dealing with the

production of Defence equipment in

India.

DEFENCE ACQUISITION COUNCIL,

MINISTRY OF DEFENCE

Responsible for the purchases to

be made for the Indian defence

forces.

DEFENCE OFFSETS MANAGEMENT

WING, MINISTRY OF DEFENCE

Reviews the post contract status of

all  the offset agreements entered

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

Defence of  India  and every  part  thereof .  The Supreme Command

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

for  nat ional  Defence rests with  the Cabinet .

This  is  d ischarged through the Ministry  of  Defence,  which

provides the pol icy  framework and wherewithal  to  the Armed

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

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

is  the head of  the Ministry  of  Defence.

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

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

related matters and communicate them for  implementat ion to

the Services Headquarters,  Inter-Services Organizat ions,

Production Establ ishments and Research and Development

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

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

execution of  approved programmes within  the a l located

resources.  Ministry  of  Defence comprises of  four  Departments,

Department of  Defence (DOD),  Department of  Defence

Production (DDP) ,  Department of  Defence Research &

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

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

the Departments are  as fol lows:

Th e  D e p a r t m e n t  o f  D e fe n c e  d e a l s  w it h  t he  I n t eg r a t e d  Def e nc e  S taff  ( ID S)  a nd

t h r e e  S e r v i c e s  a n d  v a r i o u s  I n t e r - S e rv i c e  O r g a n iz a t io n s .  I t  i s  a ls o res pon s ibl e

f o r  t h e  D e f e n c e  B u d g e t ,  e s t a b l i s h m e n t  m a tt e r s ,  D e f e n ce  p o l i cy ,  m a tte r s

r e la t i n g  t o  P a r l i a m e n t ,  D e f e n c e  c o - op e r a t io n  w ith  f o r e i g n cou n t r ies  a n d  c o -

o r d i n a t i o n  o f  a l l  D e fe n c e  r e l a t e d  a c t i v it i e s .

T h e  D e p a r t m e n t  o f  D e f e n c e  P r o d u c t i o n   i s  h e a d e d  b y  a  Sec r e t ar y  a n d d e a ls

w i t h  m a t t e r s  p e rt a i n i n g  to  D e fe n ce p r od u c t i o n ,  in d ig e n iza t ion  o f  i m port e d

s t o r e s ,  e q u i p m e n t  a n d  s p a r e s ,  p l a nn i n g  a n d  c o n t r o l  o f  d e p a r t m en tal  p r o d uct i o n

u n i t s  o f  t h e  O r d n a n c e  F a c t o r y  Boa rd a n d  D e f e n c e  P u b l ic  S e c t o r  U n d erta ki n gs

( D P S U s ) .

T h e  D e p a r t m e n t  o f  D e f e n c e  R e s e a r c h  i s  h ea d e d  b y  a  S e c r e t a r y .  I ts  f un c t ion  i s

t o  a d v i s e  t h e  G o v e r n m e n t o n  s c i e n t i f i c  a s p e c t s  o f  m i l i t ary  e q ui p m en t an d

l o g i s t i c s  a n d  t h e  f o r m u l a t i o n  o f  r e s e a r ch ,  d e s i g n  a n d  d e v e lopm e n t  p l a ns f o r

e q u i p m e n t  r e q u i r e d  b y  t h e  S e r v ic e s .
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The Defence Procurement Procedure (DPP)  (Renamed Defence Acquis it ion Procedure -  DAP in

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

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

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

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

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

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

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

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

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

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

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

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

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

stages of  the acquis it ion process are  the attr ibutes of  th is  DAP.
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DEFENCE ACQUISITION PROCEDURE 2020

KEY FEATURES OF THE DAP 2020

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

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

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

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

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

DRDO/DPSU/OFB

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

Chapter  IX  -  Leasing

Chapter  X  -  Other  Capita l  Procurement Procedure

Chapter  XI  -  Post  Contract  Management

Chapter  I I I  -  Addit ion of  Innovation category

EASE OF DOING BUSINESS

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

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

specif ic  provis ions incorporated:-  

a.  Procedural  Changes

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

reducing t ime

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

reducing the procurement cycle  considerably

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

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

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

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

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

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

Reservation in  Categories for  Indian Vendors

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

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

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

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

Enhancement of  Indigenous Content

a.  Overal l  Enhancement in  Indigenous Content  ( IC)

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

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

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

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

for  using indigenous raw mater ia l

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

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

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

D D P  2016 D A P  2020

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

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

50%, otherwise - Min 60%Min 40%

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

B u y  ( G l o b a l  –  

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

-

Modernisation Budget of the Armed Forces

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

vendors
-

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

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

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

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

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

accredited laborator ies,  computer  s imulat ions of  parameters

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

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

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

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

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

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

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

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

in  the RFP for  vendor

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

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

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

select ion of  DAs based on b idding cr iter ia

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

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

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

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

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

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

faci l i tated.

DESIGN & DEVELOPMENT

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

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

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

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

incorporated as wel l .
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ADDRESS VOIDS

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

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

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

secur ity  requirements and change management have been included

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

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

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

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

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

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

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

INDUSTRY FRIENDLY COMMERCIAL TERMS

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

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

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

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

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

foreign industry .

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

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

manufactur ing

Higher  mult ip l iers  for  technology transfers in  Offsets

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

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

good

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

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

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

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

Timeframes -  Reduction in  implementat ion t imeframes is  encouraging

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

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

IC in  var ious categor ies of  procurement.
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This  Defence Procurement Manual  2009  (DPM 2009 )  contains pr incip les and procedure

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

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

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

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

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

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

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

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

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

by the Government.

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

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

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

establ ished and accepted by the Government.

The Director  General  of  Ordnance Factor ies

Other  ministr ies of  government and state governments

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

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

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

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

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

Channels of  procurement –  by p lacing demand on

SAS PARTNERS CORPORATE ADVISORSSUGOSHA ADVISORY SICCI



indian Aerospace & defence industry outlookchapter 3

Financia l  powers delegated to  service/departments and SHQ:  For  Revenue Procurement,

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

author it ies in  each Service/Department.

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

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

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

the purview of  central  purchase organizat ions.

Types of  Procurement:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

made in  rupee terms.

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

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

suppl iers  abroad.

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

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

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

provis ioning per iod.

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

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

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

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

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

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

sector  subject  to  l icensing under  IDR Act.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

LIST OF DEFENCE ITEMS

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

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

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

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

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

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

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

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

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

74% is  automatic  approval

75  -100  % a l lowed with  Government approval .

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

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

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

approval .

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

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

Defence and the Ministry  of  External  Affairs

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

MoD

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

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

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

manufactured in  India .

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

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

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

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

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

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

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

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

investment in  Defence sector ,

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

Key enablers of  the FDI  pol icy

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

& Regulat ion)  Act  1951 .
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EXPORT POLICY

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

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

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

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

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

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

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

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

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

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

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

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

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

State party

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

non-State actors

Export  control  measures inst ituted by  recip ient  State

Assessment of  end-uses of  i tem(s)

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

agreements to  which India  is  a  party

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

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

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

consent  of  Government of  India

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

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

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

Criteria  to Qualify  for  the Issue of  License:

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

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

SCOMET l ist :
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OFFSETS POLICY

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

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

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

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

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

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

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

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

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

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

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

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

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

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

required value of  the offset  obl igat ions.

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

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

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

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

D P P  2016

3.1.a

D D P  2020

Direct Purchase Export Orders

Investment  in Defence

Manufacturing

Investment in ToT (private industry)

Acquisition of tech through ToT to

Government institutions

Direct Purchase Export Orders

FDI in Joint Ventures

Investment in ‘Kind’ (private

industry)

Investment in ToT (private industry)

3.1.b

3.1.c

3.1.d

Technology Acquisition by DRDO

-

Acquisition of tech or equipment

through ToT to Govt institutions

Technology Acquisition by DRDO

3.1.e

3.1.f

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

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

30

-

For  e l ig ib le  products manufactured or  services

Through Indian enterpr ises

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

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

Defence products

As per  guidel ines of  DPI IT  /  MHA

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

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

infrastructure and re lated equipment is  excluded) .

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

production,  sale  or  export .

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

maintenance of  e l ig ib le  products.

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

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

In  areas of  cr it ical  technology

3 .1 .a  :  Direct  Purchase or  Export  orders

3 .1 .b  :  Investment in  Defence Manufacturing

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

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

3 .1 .e  :  Technology Acquisit ion by DRDO

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

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

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

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

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

The fol lowing Mandatory  Offsets c lause has been removed from DPP 2020 .
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As a  welcome change,  there is  an impetus on system/product  development compared to

component manufactur ing.  Major ity  of  offset  d ischarge has been through the export  avenue,

but  with  l imited know-how from the FOEM.  The new mult ip l iers  g ive s ignif icant  weightage to

product  development and Transfer  of  Technology to  Indian Enterpr ises.  The below table

provides the revised mult ip l iers  for  Offset  Discharge through var ious avenues:
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MULTIPLIERS
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D R D O

3.1.a

P R I V A T E

I N D U S T R Y

Direct Purchase/ Export

Orders

Investment in Defence

Manufacturing

Investment in ToT (private

industry)

Acquisition of tech through

ToT to Government

Institutions

3.1.b

3.1.c

3.1.d

Technology Acquisition by

DRDO
3.1.e

1

NA

3

4

1

NA

3

NA

1

2

NA

NA

1.5

2

NA

NA

D P S U M S M E

0.5 0.5 0.5 0.75

1.5 1.5 1.5 1.5

2 2 2 2

A V E N U E  O F

D I S C H A R G E
C L A U S E

Product

Components

Investment

Defence Corridor

For  ToT on cr it ical  technologies to  DRDO,  a  range of  2  to  3  mult ip l ier  was prescr ibed based on

the restr ict ion enforced by the OEM in  DPP 2016 .  These condit ions have been removed in  DPP

2020 .  Th is  leaves the question whether  DRDO wi l l  have unrestr icted r ights to  use the cr it ical

technology they might  acquire .

The provis ion for  Offset  Banking was introduced in  DPP 2008 .  DPP 2016  had a  provis ion for

offset  banking,  where pre-approved banked offset  credits  would  be considered for  d ischarge

of  offset  obl igat ions subject  to  a  maximum of  50  % of  the total  offset  obl igat ion under  each

procurement contract .

DPP 2020 has done away with  offset  banking.

OFFSET BANKING
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Valuat ion to  be done on Cost  Approach and Market  Approach 

Buyback c lause has been removed in  DPP 2020

Specia l ized equipment for  mi l i tary  tra in ing or  for  s imulat ing mi l i tary  scenar ios

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

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

test ing or  production of  the above products

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

products

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

Civ i l  Aerospace Products

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

Software development.

Investment in  Defence Manufacturing:  Must  provide a  Detai led Project  Report  (DPR)  with

cost  break-up.  Offset  d ischarge shal l  be subject  to  physical  complet ion of  the project  and

ver if icat ion of  audited accounts of  the company sett ing up the manufactur ing unit .

Investment in  ToT:  Where technology is  proposed to  be transferred under  Para  3 .1 (c) ,  a  th i rd

party  valuat ion from the recognized/cert if ied valuat ion f i rms duly  accepted by the IOP to  be

submitted.

Submission of  Offset Discharge Claims

DPP 2020  states that  the vendor  shal l  submit  offset  d ischarge c la ims in  the required format

to the DOMW through the online portal .

The requirement to  submit  s ix-monthly  reports has been done away with  in  DPP 2020.

Eligible  Products

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

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

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

Cr it ical  technologies for  ToT under  c lause 3 .1 .e  to  DRDO has been updated in  DAP 2020 .
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CONDITIONS FOR OFFSET CREDITS
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Foreign Exchange Laws:  Foreign Exchange Management Act ,  1999  ( “FEMA”)  and ru les,

regulat ions,  c i rculars,  not if icat ions and press notes issued under  the same.

Corporate Laws:  Companies Act ,  L imited L iabi l i ty  Partnership  Act ,  2008  and the

regulat ions la id  down by the Secur it ies and Exchanges Board of  India  (SEBI)  for  l isted or  to

be l isted companies in  India .

Labour Laws:  India  has many Central  &  State Labour  laws such as the Industr ia l  D isputes

Act,  1947 ,  Min imum Wages Act,  1948  etc.  Labour  Laws are going through a  major  reform of

gett ing compi led into four  major  codes and expected to  be effect ive soon.  The

appl icabi l i ty  of  such laws is  determined by var ious parameters (such as the nature of  work

to be performed,  type of  establ ishment,  number  of  employees,  etc. ) .

Sector  Specific  Laws:  In  addit ion to  the abovementioned general  legis lat ions,  specif ic

laws re lat ing to  Insurance,  Aviat ion,  F inancia l  Services (banking,  non-banking f inancia l

services) ,  Infrastructure and other  sectors are  a lso appl icable.

General  Legal  Framework for  investing in  India:

Doing Business in India
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The State and Central  Governments have made changes to  var ious laws to  deal  with  economic

growth and to  streaml ine the legal  system l ike,  Introduction of  a  Unif ied Indirect  tax  law

system,  introduction of  Insolvency and Bankruptcy Code ( IBC)  to  turn  around stressed assets

and a lso the recent  vast  reforms in  the proposed New Labour  Codes.  

The b iggest  testament of  effect iveness of  a l l  the changes that  have been introduced by the

Government is  that ,  India  has continuously  been scal ing to  a  greater  ranking in  the World

Bank’s  Ease of  Doing Business rankings.
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Prohibited Sectors in  FDI:  Activ it ies/  sectors not  open to  pr ivate sector  investment l ike

Atomic Energy,  Rai lway operat ions,  Gambl ing and bett ing including casinos/  Lottery

business including onl ine lotter ies,  Chit  funds,  Nidhi  company,  Real  estate business or

construct ion of  farm houses,  Manufactur ing of  c igars,  cheroots,  c igar i l los  and c igarettes,

of  tobacco or  of  tobacco substitutes.

Permitted Sectors:  In  the sectors/  act iv it ies,  which don’t  fa l l  within  ‘Prohib ited Sectors’ ,

FDI  is  ( i )  e ither  permitted upto the l imit  indicated against  each sector/  act iv ity  or  ( i i )  is

permitted upto 100% under  the automatic  route,  subject  to  appl icable  laws/  regulat ions;

secur ity  and condit ions.  In  few sectors,  addit ional  condit ions are  required to  be compl ied

with  such as minimum capita l izat ion requirements.

74% -  Automatic  approval

75 -  100 % al lowed with  Government approval .  

I .  Foreign Direct  Investment (FDI) :  

Sett ing up India  operat ions or  investing in  India  by  non-residents requires conformity  with

India ’s  foreign exchange regulat ions,  specif ical ly ,  the regulat ions governing FDI .  Most

aspects of  foreign currency transactions with  India  are  governed by FEMA and the delegated

legis lat ions thereunder .

FDI  l imits  with  respect  to  the shareholding of  non-residents in  an Indian company can be

div ided into the fol lowing categor ies:

Aerospace & Defence Sector :  The latest  re lease in  August  2020 of  the FDI  pol icy  a l lows the

fol lowing investment in  Defense sector
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Taxation Laws:  The Income Tax Act ,  1961  ( ITA) ;  Indirect  tax  laws including laws re lat ing to

Goods and Service Tax,  (GST) ,  Customs,  Excise etc. ,

International  Tax Treaties:  Treat ies with  favorable  jur isdict ions are  in  p lace which help  to

plan the tax  appl icabi l i ty  g lobal ly .

TAX:

Crit ical  aspects for  Doing Business in  India:
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I I .  Establishing a  Presence (Unincorporated and Incorporated Options):  

a.  Unincorporated Entities:  A foreign company can use unincorporated ent it ies to  do

business in  India  through fol lowing opt ions,

Liaison Office:  A l ia ison off ice acts as a  representat ive of  the parent  foreign company in

India .  However ,  a  l ia ison off ice cannot  undertake any commercia l  act iv it ies and must

maintain  itself  f rom the remittances received from its  parent  foreign company.

Branch Office:   I t  can represent  the foreign parent  company in  India  and act  as its  buying

or  sel l ing  agent  in  India .  However ,  a  branch off ice cannot  carry  out  any retai l ,

manufactur ing or  processing act iv it ies.  The branch off ice is  permitted to  remit  surplus

revenues to  its  foreign parent  company subject  to  the taxes appl icable.

Project  Office:   A foreign company may set  up a  project  off ice in  India  to  execute a  project

in  India .  A  project  off ice is  permitted to  operate a  bank account  in  India  and may remit

surplus revenue from the project  to  the foreign parent  company.

b.  Incorporated Entities:  Incorporated ent it ies in  India  are  governed by the provis ions of  the

Companies Act  /  L imited L iabi l i ty  Partnership  Act ,  2008 .

Limited Liabi l ity  Partnership (LLP):  LLPs are  governed by the L imited L iabi l i ty  Partnership

Act,  2008 .  LLP is  a  body corporate and exists as a  legal  person separate from its  partners.

Companies under the Companies Act:   With effect  from Apr i l  1 ,  2014 ,  the Companies Act ,

2013  has replaced the previous Companies Act ,  1956 .  The Companies Act ,  2013  sets out ,

inter  a l ia ,  provis ions re lated to  incorporat ion of  a  company,  issuance of  shares,  ro les and

responsibi l i t ies  of  d i rectors,  winding up etc.  Companies may either  be ‘Pr ivate L imited

Companies’  or  ‘Publ ic  L imited Companies’ .

I I I .  Tax Considerations:  Direct  & Indirect  Tax

Any person investing or  doing business in  India  has to  consider  var ious Direct  Tax ( Income

Based)  and Indirect  Tax (Consumption Based)  which are  levied and col lected by  the Central

Government and the State Governments.

A.  Direct  Tax:  Corporate Tax:

i .  Tax incidence of a  company depends on the residentia l  status of  the company,  i .e . ,

whether  the company has been incorporated in  India  or  i ts  p lace of  effect ive management

l ies in  India .
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The domestic  company should  have been set-up and registered on or  after  the 1st

October  2019 ,  and has commenced manufactur ing or  production of  any art ic le  or  th ing on

or  before 31st  March 2023 .

The business should  not  be formed by spl itt ing up,  or  the reconstruct ion of  a  business

already in  existence (not  appl icable  to  a  business referred in  Sec 33B of  I .T  Act ,1961 )

The company should  not  use any machinery  or  p lant  previously  used for  any purpose,  but

with  exceptions .

a.  New Tax Rate for  New Manufacturing Companies (Section 115  BAB)

The  Government,  v ia  Taxat ion Laws (Amendment)  Ordinance,  2019  passed on 20  September

2019 ,  has introduced a  favorable new corporate tax  rate for  new manufacturing

companies.   I t  has inserted Section 115BAB offer ing a  low corporate tax  rate of  15% (plus

Surcharge and Health  and Education Cess)  making an effect ive rate of  17 .16% to new

manufactur ing companies,  subject  to  condit ions.

This  is  a imed at  attract ing new Investment to  India  from aboard and boost  expansion p lans

by exist ing companies operat ing in  India .  Few sample condit ions attached with  new section

are,
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i i .  Domestic   Company:  Tax Rates
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b.  Other  Companies Tax rate are as below,

The Government has been taking steps towards reducing corporate tax  rates from 30% to

25% (excluding surcharge and cess)  over  the next  4  years.  Few changes in  tax  rates have

come in  the last  few years.

25%Income Tax on total turnover /  gross receipts during

PY 2018-19  does not exceed Rs. 400  crores

Income Tax on any other domestic company

Company opting for section 115BA

Minimum Alternate Tax (MAT)

30%

25%

15%

Surcharge where total income is Rs. 1  crore <  Rs. 10

crores
7%

P A R T I C U L A R S
F Y  2020 -21  

( A Y  21 -22 )

Surcharge where total income > Rs. 10  crores 12%

Company opting for section 115BAA* 22%

Surcharge 10%

*Section 115BAA- As per  the 2019  Amendment,  effect ive from Apr i l  1 ,  2019 ,  domestic

companies may choose to  be taxed at  an effect ive rate of  25 .17% under  the newly  introduced

section 115BAA of  the ITA subject  to  certain  condit ions.

i i i .  Dividends and Share buy-back

Dividends distr ibuted by Indian companies were subject  to  a  d iv idend distr ibut ion tax  (DDT)  at

an effect ive rate of  20 .55% payable  by  the company.  However ,  the F inance Act,  2020  has

abol ished the DDT and reverted to  a  c lassical  system of  taxat ion of  d iv idend /  d istr ibuted

income in  the hands of  shareholders /  unit  holders respectively ,  at  the appl icable  marginal  tax

rate.  Therefore,  on payment of  d iv idend there shal l  be a  d iv idend withholding tax  appl icable  on

the company at  the t ime of  payment to  the shareholders who can then take credit  of  the

withheld  amount whi le  calculat ing h is  own taxes.  The new regime is  applicable from Apri l  1 ,

2020 .
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iv.  Double Tax Avoidance Treaties

India  has entered into more than 100  b i lateral  tax  treat ies for  avoidance of  double  taxat ion.  A

taxpayer  may be taxed either  under  domestic  law provis ions ( i .e .  under  the ITA)  or  the

appl icable  tax  treaty  to  the extent  it  is  more benefic ia l .  India  is  a lso a  s ignatory  to  the

Mult i lateral  Convention to  Implement Tax Treaty  Related Measures to  Prevent  Base Erosion

and Prof it  Shift ing (MLI) ,  in  furtherance of  the OECD’s  Base Erosion and Prof it  Shift ing (BEPS)

project .

v.  Structuring Investments

Investments into India  are  often structured through hold ing companies in  var ious

jur isdict ions for  number  of  strategic  and tax  reasons.  Whi le  select ing a  hold ing company

jur isdict ion,  i t  is  necessary  to  consider  a  range of  factors.  Over  the years,  major ity  of

investments into India  have come from countr ies such as Maur it ius,  S ingapore and The

Nether lands,  which have favorable  tax  treat ies with  India .

B.  Indirect  Taxation

Prior  to  July  1 ,  2017 ,  a  ser ies of  Central  and State taxes were levied at  var ious stages of  the

production and d istr ibut ion process.  These included Central  Excise Duty on manufacture,

Central  Sales Tax on interstate sale ,  sales tax  /  va lue added tax on intra-state sale ,  and

Service Tax on the render ing of  services.  Moreover ,  credit  for  input  taxes paid  was not

uniformly  avai lable  across central  and state levies thereby leading to  a  cascading of  taxes.

With the introduction of  the Goods and Services Tax (GST) ,  India  now has unif ied indirect  tax

system.

i .  Goods and Services Tax (GST) 

GST is  levied at  the fol lowing rates n i l ,  5%, 12%, 18% and 28% depending on the rate

schedule  appl icable  to  the supply  in  question.  To prevent  cascading of  taxes,  a  uniform

input  tax  credit  system is  avai lable  in  respect  of  input  suppl ies of  goods or  services used

or  intended to  be used in  the provis ion of  output  suppl ies of  goods or  services or  both.

GST is  a  consumption tax  and is  typical ly  passed on to  the consumer of  the good /  service

as part  of  the pr ice.

i i .  Customs Duty 

Customs duty is  levied on goods that  are  imported into India  by  the Central  Government.

The rates at  which customs duty  is  levied are  specif ied in  the Customs Tar iff  Act ,  1975 .

Pr ior  to  the introduction of  GST in  India ,  import  dut ies were general ly  categor ized into

basic  customs duty,  addit ional  customs dut ies,  countervai l ing  duty,  safeguard duty  and

anti-dumping duty.  With  the introduction of  GST,  the customs framework has been

signif icant ly  revamped.
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C:  Equalization Levy (EL)

The F inance Act  2016  introduced a  new kind of  tax  cal led the equal izat ion levy (EL) .  The EL is

a  6% tax on income in  excess of  INR 1  crore earned by non-residents from the provis ion of

onl ine advert is ing revenues in  India .  The EL is  intended to  tax  revenue streams which were

previously  not  considered taxable  in  India  on the basis  of  physical-presence based permanent

establ ishment tests.

With effect  from Apr i l  1 ,  2020 ,  the scope of  the EL has been expanded to  cover  non-resident

e-commerce operators making suppl ies in  India  or  having a  nexus with  India  by  imposing a  2%

EL on the amount of  considerat ion received or  receivable  by  an ‘e-commerce operator ’  f rom

‘e-commerce supply  or  services’  made or  provided or  faci l i tated by  or  through it .

IV.  Central  and State Incentives

Central  Incentive Schemes

Production Linked Incentive Schemes (  PLI  Schemes)

A scheme that  a ims to  g ive companies incentives on incremental  sales from products

manufactured in  domestic  units .  The scheme invites foreign companies to  set  units  in  India .  I t

a lso a ims to  encourage exist ing companies to  set  up or  expand exist ing manufactur ing units .

The Central  Government a l ready announced PLI  Schemes in  three sectors i )  Mobi le

Manufactur ing and Specif ied E lectronic  Components,  i i )  Drug Intermediar ies and Active

Pharmaceutical  Ingredients,  i i i )  Manufactur ing of  Medical  Devices.

In  addit ion to  the above three sectors,  fo l lowing 10  sectors are  a lso proposed on 11th

November  2020 ,  namely ,  i )  Advance Chemistry  Cel l  (ACC)  Battery ,  i i )  E lectronic/Technology

Products,  i i i )  Automobi les & Auto Components,  iv)  Pharmaceuticals  drugs,  v)  Telecom &

Networking products,  v i )  Text i le  products:  MMF segment and technical  text i les,  v i i )  Food

products,  v i i i )  H igh Eff ic iency Solar  PV modules,  ix)  White Goods (ACs & LED)  x)  Specia lty

Steel .

Few other  Central  Incentive Schemes

There are  other  incentives avai lable  from Central  Government l ike  Author ized Economic

Operator  Scheme,  Project  Import  Scheme,  Export  Promotion Capita l  Goods Scheme,  MEIS/

RoDTEP Schemes etc which may a lso be avai led from case to  case basis  subject  to

condit ions.
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State wise Incentive Schemes

State wise incentives are  avai lable  to  a l l  types of  ent it ies,  whether  Indian or  foreign.  I t  is  a lso

avai lable  whether  “New” or  “Expanding Operat ions”  in  India .  Incentives vary  based on the

locat ion,  industry ,  investment,  employment generat ion etc.

State Wise incentives are  avai lable  in  addit ion to  the Central  Incentives Schemes and

general ly  no restr ict ion to  avai l  both together .  Most  states have announced Sector  Specif ic

Pol ices grant ing incentives to  thrust  sectors l ike  Aerospace & Defence,  E lectronics etc.

Tai lor  made Incentive Packages are  avai lable  in  most states for  substantia l  investments

(general ly  referred as Mega Projects) .

F iscal  Incentives general ly  provided in  three methods,  i )  Capita l  L inked-  Cash Back,  i i )

Expenditure L inked-  Exemption /  Cash Back i i i )  Sales L inked-  Domestic  Sales by  GST Subsidy.

Tami l  Nadu a lso offers  var ious incentives through Tami l  Nadu Industr ia l  Pol icy ,  2014 and Tami l

Nadu Aerospace & Defence Industr ia l  Pol icy ,  2019 .  Tami l  Nadu Government is  working on New

Industr ia l  Pol icy ,  which is  expected to  be announced soon.
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Tami l  Nadu (TN) ,  located on the south-eastern coast  of  India ,  is  a  wel l -known and industr ia l ly

diversif ied economy.  The State is  a  s ignif icant  contr ibutor  to  the Indian economy and has

consistently  performed wel l .  I t  is  India ’s  2nd largest  economic powerhouse.  I t  is  one of  the

most sought  after  investment destinat ions in  India  due to  the avai labi l i ty  of  ski l led

manpower,  h igh qual ity  infrastructure,  a  conducive business environment and its  favorable

locat ion.

Tamil  Nadu ranks number one in  industrial  performance,  number of  factories,  annual

turnout of  ski l led manpower and number of  operational  Special  Economic Zones.  The

State ranks second in  healthcare and good governance.  It  is  the second largest economy

in the country.

TN is  home to the largest  automotive hub,  with  OEM companies l ike  Hyundai  Motor  Co. ,  BMW,

Daimler ,  Renault-Nissan,  Ford Motors,  Yamaha Motors,  Ashok Leyland,  TVS motors,  Royal

Enf ie ld  etc. ,  TN accounts for  35% of  India ’s  auto component production.  The state a lso

accounted for  45% of  India ’s  total  auto exports in  previous years.
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TN also contr ibutes to  16% of  the total  e lectronics production in  India ,  2nd in  India  in

Computer ,  E lectronics and Optical  Products,  3 rd  in  India  in  terms of  E lectronic  Exports and

home to leading companies l ike  Del l  Computers,  Motorola ,  Samsung,  Foxconn,  F lextronics,

Nokia ,  S iemens,  Sanmina -  SCI ,  Salcomp etc and many other  suppl iers  of  components.

Tami l  Nadu should  be seen as an attract ive destinat ion due to  its  exist ing industr ies and

infrastructure in  the Automotive,  Engineer ing,  E lectronics & other  sectors and how this  would

have synergies with  the Aerospace and Défense sector .
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FEW OTHER HIGHLIGHTS OF TAMIL NADU

Infrastructure:  On the infrastructure front ,  the state boasts of  4  large ports  -  Madras,

Ennore,  Kattupakkam,  and Tut icor in  -  handl ing around 19 .3% of  India ’s  capacity ;4  A i rports

handl ing 23  Mi l l ion  passengers;  6700  KM of  Rai l  network,  and 200 ,000  KM of  Road

network,  and more,  l ike  the 8  lane Chennai-Salem Green Expressway are  in  the p ipel ine

FDI:  The state has received $27  B i l l ion  USD as Foreign Direct  Investment (FDI) ,  between

2000  to  2017

SEZ& Industrial  Parks:  Tami l  Nadu has 36  operat ional  Specia l  Economic Zones (SEZs)  –

the h ighest  in  the country  –  and a  v ibrant  MSME sector ,  and a  network of  about  113

industr ia l  parks,  and the h ighest  number  of  factor ies in  the country ,  g iv ing it  the edge of

being one of  the most urbanized states in  the country

Higher Education:  With  over  500  Engineer ing col leges,  and an equal  number  of

Polytechnics,  the state can offer  an abundance of  ski l led manpower,  and a  v ibrant  youth

populat ion of  more than 66% are in  the working age group

Power Sector:  The state has 2  Nuclear  p lants –  at  Kalpakkam and Kudankulam –  besides

many Thermal  Solar  and Wind power  p lants,  to  provide cost-effect ive power  for  the

industr ies

Others:  The state of  TN has a  good blend of  Publ ic  Sector  Units  –  including Defence PSU –

many Indian and g lobal  manufacturers  and IT  companies,  and its  proximity  to  the IT/ ITES

and Electronic  design and manufactur ing base hub,  Bengaluru,  is  an  added advantage.

TAMIL NADU DEFENCE INDUSTRIAL CORRIDOR

The formal  launch of  the Tami l  Nadu Defence Industr ia l  Corr idor  was done by the then Defence

Minister  Nirmala  Sitharaman in  Tr ichy on 20th  January  2019 .  Th is  southern Defence corr idor  is

also cal led the “Tamil  Nadu Defence Production Quad” ,  s ince the nodal  c it ies namely ,

Chennai ,  Salem,  Hosur ,  T i ruchirappal l i  and Coimbatore form the quadr i lateral .  Independently ,

each of  these c it ies a l ready supports wel l  def ined t iered manufactur ing c lusters,  which cater

to a  var iety  of  industr ies,  f rom automobi les to  heavy industr ies.  These manufactur ing hubs

also have a  fa i r ly  developed ecosystem l ike  the Ordnance Factory  Boards,  DRDOs,  and other

Defence Publ ic  Sector  Units.
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Investments of  approximately  INR 3 ,100  crores have been announced in  the Tami l  Nadu

Defence Corr idor

An establ ished TIDCO Aerospace park  with  250  acres (expandable  to  500  acres)

An Aircraft  MRO (Maintenance Repair  Overhaul ing)  faci l i ty  in  Kr ishnagir i  and an upcoming

MRO faci l i ty  in  Chennai  wi l l  further  catalyze industry  growth

An Advanced Computing & Design Engineer ing Centre (ACDEC)  for  Aerospace Industry  in

TIDCO Aerospace & Defence Park  wi l l  offer  cutt ing edge technology and state-of-the-art

infrastructure to  support  incubation and innovation in  the Aerospace Industry .  Most  of  the

investment wi l l  come from the Defence Publ ic  Sector  Units  (DPSUs) ,  such as Ordnance

Factory  Board (OFBs) ,  Bharat  E lectronics L imited (BEL) ,  Bharat  Dynamics L imited (BDL) ,

Bharat  Heavy Movers L imited (BEML) ,  and Mazagon Dock L imited (MDL) .  OFB wi l l  be

investing Rs 2 ,305  Crores,  BDL wi l l  invest  Rs 150  Crores,  MDL wi l l  be  sett ing up incubators

in  I IT  Chennai  with  an investment of  Rs.  15  Crores,  and BEML is  p lanning to  set  up a  spares

manufactur ing faci l i ty  with  an investment of  Rs.  40  Crores

Tami l  Nadu Industr ia l  Explosives L imited has s igned an MoU with  Bharat  E lectronics

Limited for  reviv ing its  defunct  factory  for  producing ammunit ion and to  set  up a  Centre of

Excel lence for  ammunit ion re lated technologies

An Aerospace div is ion is  being establ ished by BHEL in  Ranipet  with  an investment of

Rs.200  crore

Land acquis it ion has commenced for  the satel l i te  launch stat ion of  ISRO at

Kulasekarapatt inam in  Thoothukudi  Distr ict .  This  launching stat ion wi l l  be  establ ished at

an est imated investment cost  of  Rs.1000  crore

A feasib i l i ty  study by  T IDCO through I IT-Madras for  developing Ulundurpet  a i rstr ip  as  an

Aviat ion Technology Development complex including UAV Testing,  F l ight  Academy,

Aeromodel ing,  etc  is  in  progress

The pr ivate sector  companies have a lso announced their  investment p lans.  The Bengaluru

headquartered Alpha Design has announced an investment of  Rs 100  Crores,  whi le  the TVS

Group wi l l  be  investing Rs 50  Crores,  with  p lans for  manufactur ing tact ical  combat gears

for  sold iers.  The Chennai  headquartered Data Patterns with  p lans for  Transfer-of-

Technology (ToT) ,  wi l l  invest  Rs 75  Crores.  Aerospace Engineers based at  Salem also p lans

to invest  Rs 105  Crores

L&T MBDA Missi le  Systems Ltd,  a  JV between Larsen & Toubro and France’s  MBDA,  have

obtained the provis ional  approval  for  their  SEZ unit  in  Coimbatore from Government of

India ,  for  producing missi le  weapon systems

The fol lowing are  some of  the key h ighl ights of  the launch:
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Lockheed Mart in ’s  has announced their  intent ion to  invest  in  the corr idor  and a lso

mentioned of  the impressive expert ise and capabi l i t ies  of  companies l ike  Lakshmi  Machine

Works (LMW) and some others,  which measure up to  be their  supply  chain  partners

The Defence Minister  a lso launched by v ideo conferencing,  the “CODISSIA Defence

Innovation and Incubation Centre”  to  support  the MSMEs,  Start-up,  and exist ing

companies,  to  encourage their  part ic ipat ion and indigenous contr ibut ion to  the Defence

industry

DRDO handed over  the model  of  Ar jun Mark-1A to Mr  Saurabh Kumar,  Director  General  of

Ordnance Factor ies (DGOF)  and chairman of  the Ordnance Factory  Board.  The re lease a lso

said  that  the Ar jun Mark-1A is  much super ior  to  the ear l ier  version in  terms of  f i repower,

mobi l i ty  and protection features

According to  the TN Govt,  Govt  has identif ied about  1 ,000  acres of  land in  Manapparai ,

1 ,300  acres in  Kr ishnagir i ,  1 ,000  acres in  Dharmapur i  and 900  acres in  Hosur
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ANALYSIS OF CLUSTERS IN TN DEFENCE CORRIDOR AND ITS STRENGTHS
Chennai:  The capita l  c ity  of  the state is  a lso the automobi le  capita l  of  South Asia .  I t  is

home to Armored Vehic les and Ammunit ion Depot –  AVADI  has been a  mi l i tary  base s ince

the colonia l  t imes.  Heavy Vehic les Factory  (HVF) ,  EFA-Engine Factory  Avadi ,  Combat

Vehic les Research and Development Establ ishment (CVRDE) ,  Central  Vehic le  Depot (CVD),

The Ordnance Depot [OD] ,  Unf it  Vehic les Park  [UVP]  and the Ordnance Clothing Factory

(OCF)  exist  within  the l imits  of  Avadi .  A  Maintenance Repair  Overhaul ing (MRO)  complex is

being p lanned in  Chennai  which wi l l  emerge as the preferred MRO destinat ion.  Aerospace

Park in  Sr iperumbudur  (Val lam -  Vadagal)  with  an Advanced Computing and Design

Engineer ing Centre (ACDEC)  is  being set  up to  form a  strong base for  support ing large

OEMs.  

The c ity  a lso boasts its  advantage of  having the largest  port  in  India  which connects with

the busiest  trade routes in  the Indian Ocean.

Trichy:  One of  Tr ichy’s  unique advantages is  the usage of  state-of-the-art  tools  and

technology in  SMEs that  specia l ize  in  laser  cutt ing of  tungsten,  a  mater ia l  which is  widely

used in  the making of  ships and submarines.   Heavy Al loy  Penetrator  Project  (HAPP)  Tr ichy

pioneers in  the manufacture of  Tungsten and other  heavy a l loys pr imar i ly  for  Defence

appl icat ions

Tr ichy a lso houses Bharat  Heavy E lectr icals  (BHEL) .  The Ordnance Factory  of  Tr ichy (OFT)

specia l izes in  the manufacture of  r i f les,  grenades etc.

Coimbatore:  The entrepreneur  r ich  c ity  is  a  strong base for  foundry,  machin ing,  tool ing and

forging.  I t  a lso has a  large base for  auto-anci l lar ies manufactur ing in  the country .  I t  is  an

education hub with  a  large number  of  Engineer ing and Industr ia l  Tra in ing Inst itutes

supply ing technical  ta lent  to  the nat ion.  Termed the “Manchester  of  South India”  i t

p ioneered the industr ia l  development in  India .  Current ly ,  over  14 ,000  MSMEs support  the

supply  chain  across foundry,  motor  & pumps,  auto-components and tool ing sectors.

Salem:  Strategical ly  ly ing at  the heart  of  the Defence quadr i lateral  and equidistant  from

the four  Nodal  c it ies of  the Defence corr idor ,  Salem has r ich  deposits  of  minerals  such as

bauxite,  magnesite,  granite  and calc ite,  and is  a  hub for  making power  gr ids and steel ,

which form the foundation for  the shipping industry .   Salem is  a lso a  focus state for  Power

Gr id .  

Hosur:  Hosur  is  a  prominent  c ity  a long the Chennai  -Bengaluru  Industr ia l  Corr idor .  Heavy

Engineer ing and Automobi le  majors  across the g lobe have set-up bases.  Hosur  is  a

powerhouse in  the auto corr idor .  Often missed out  in  the Defence quadr i lateral  is  the

proximity  of  the corr idor  with  Bengaluru,  the IT  hub of  the wor ld .  Bengaluru  is  r ight  at  the

doorstep of  Hosur  and Defence corr idor .  E lectronics,  embedded systems and software

controls  are  cr it ical  to  Engineer ing systems and proximity  of  Bengaluru  is  a  bonus to  the

already wel l -p laced Quadr i lateral .
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TAMIL NADU AEROSPACE & DEFENCE POLICY 2019

To create an end-to-end ecosystem for  A&D sector

To attract  an est imated investment of  around 5  Bn  USD in  5  years  and 10  Bn  USD in  10

years in  A&D sector

To generate d i rect  & indirect  employment opportunit ies to  around 1  lakh persons in  10

years

To create a  g lobal  workforce for  h igh-end manufactur ing by  establ ishing Centre of

Excel lence,  R&D and ski l l  development inst itut ions and

To attract  g lobal  OEMs and T ier-1  suppl iers  and Indian majors  as anchor  units  in  the State.

POLICY OBJECTIVES

Anchor Unit Subsidy of Rs.10  Crore for the first 10  t ier 1  /  OEMs each and / or their supplier with

a minimum investment of Rs.50  crore each and direct employment of 50  persons.

A N C H O R  U N I T  S U B S I D Y  ( C L A U S E  5 .1 )

INCENTIVES & CONCESSIONS AND SINGLE WINDOW CLEARANCE

100% of the cost of the “on job” technical training wil l  be reimbursed (subject,  to max. of

Rs.10000/  month/ trainee for 50  trainees per unit per year).

S U B S I D Y  F O R  S K I L L  D E V E L O P M E N T  ( C L A U S E  5 .2 )

50% of the cost of Certification from Indian and International bodies wil l  be reimbursed to the

Industry,  subject to a ceil ing of Rs 25  lakhs per unit.

S U B S I D Y  F O R  C E R T I F I C A T I O N  P R O C E S S  ( C L A U S E  5 .3 )

20% Concession wil l  be given on the land cost for A&D units.

S U B S I D Y  F O R  L A N D  A L L O T M E N T  ( C L A U S E  5 .4 )

Back ended Subsidy @10% will  be given to the MSME industry investment upto Rs.10  crore.

C A P I T A L  S U B S I D Y  F O R  M S M E  U N I T S  ( C L A U S E  5 .5 )

Back ended Subsidy @10% will  be given to the developers of A&D parks.

C A P I T A L  S U B S I D Y  F O R  D E V E L O P M E N T  O F  A E R O S P A C E  A N D  D E F E N C E

P A R K  ( C L A U S E  5 .6 )

Attractive Tax refund for MRO activities in Tamil  Nadu.

M R O  ( C L A U S E  5 .7 )

Structured Package of Incentives for projects @ investment >Rs.300  crores wil l  also be offered

to both new and expansion of A&D manufacturing units on a case-to-case basis.

O T H E R S
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Heavy Vehic les Factory  (HVF) ,  Avadi ,  Chennai ,  manufactur ing tanks and heavy vehic les for

mi l i tary  requirements

Ordinance Clothing Factory  (OCF) ,  Avadi ,  Chennai  manufactur ing c lothing and other  mi l i tary

wears for  armed forces

Engine Factory  (EFA)  manufactur ing h igh power  d iesel  engine and batt le  tanks for  Defence

appl icat ions

Ordnance Factory  Tr ichy (OFT)  manufactur ing r i f les  and grenade launchers etc. ,

Heavy Al loy  Penetrator  Project  (HAPP) ,  Tr ichy manufactur ing specia l  a l loys l ike  T itanium

and other  a l loys for  Defence appl icat ions,  and

Cordite  Factory  Aruvankadu (CFA)  Ooty manufactur ing arms and ammunit ions

The Defence industry  in  Tami l  Nadu is  one of  the fastest  growing sectors in  the state

generat ing a  huge amount of  export  revenue.  The state serves as the headquarters  for

numerous Defence manufactur ing publ ic  undertakings and number  of  pr ivate companies.

Few highl ights of  the AD industry  are:

More than 120  Aerospace Component manufactur ing companies

More than 700+ suppl iers  to  Defence Publ ic  Sector  Units  (DPSUs)
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AEROSPACE & DEFENCE ECO SYSTEM IN TAMIL NADU

FEW OF DEFENCE PSUS AND ORDINANCE FACTORIES IN TAMIL NADU

FEW PRIVATE SECTOR PLAYERS IN A&D SECTOR IN TAMIL NADU

L & T ’ s  s h i p b u i l d i n g  a r m  o f f e r s  t o t a l  s o l u t i o n s ,  f r om  c o n c e p t  d e s i g n  t o  c o n s t r u c t i on  f o r  n e w  b u i ld s ,  a s

w e l l  a s  r e p a i r ,  r e f i t s  a n d  m i d - l i f e  u p g r a d e s .  L & T  o f f e r i n g s  s p a n  b o t h  D e f e n c e  a n d  c om m e r c i a l  v es s e l s .

L & T  h a s  d e s i g n e d ,  b u i l t  a n d  d e l i v e r e d  5 0  D e f e n c e  v e s s e ls  in  le s s  t h a n  a  d e c a d e.

h t t p s : / / w w w . l n t s h i p b u i l d i n g .c o m / 

L&T SHIPBUILDING

ASHOK LEYLAND DEFENCE SYSTEMS

A s h o k  L e y l a n d  h a s  s u p p o r t e d  t h e  m o d e r n i z a t i o n  o f  t h e  In d i a n  Ar m y  b y  d e v e l o p i ng  a  h o s t  o f  lo g i s t i c a l

v e h i c l e s  w i t h  m i l i t a r y  p a y l o a d s  r a n g i n g  f r o m  1 .5  t o  1 6  t o n n e s  f o r  L i g h t  S p e c i a lt y  V eh i c l e s  ( L S V ) ,  M i n e

P r o t e c t e d  V e h i c l e s  ( M P V ) ,  G e n e r a l  S e r v ic e s  Ro l e ,  L ig h t  Re c o v e r y  V e h i c l e s ,  H i g h  M o b i l i t y  V e h i c l es ,  F i r e

F i g h t i n g  T r u c k s ,  F i e l d  A r t i l l e r y  T r a c t o r s  a n d  o t h e r  s p e c i a l  a p p l i c a t i o n s .  I t s  d i e s e l  e n g i n e s  h a v e  b e en  u s ed

t o  p o w e r  v e h i c le s ,  b o a t s ,  c r a n e s ,  g r o u n d  s t a r t e r  a g g r e g a t e s ,  c o m p r e s s o r s  a n d  g en er a t o r s .

h t t p s : / / w w w . a s h o k l e y l a n d . c o m /e n / d e f e n c e .
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T i t a n  E n g i n e e r i n g  &  A u t o m a t i o n  L i m it e d  ( T E A L ) ,  for m e r l y  k n o w n  as  T IT A N  - P r e c i s i o n  E n g i ne er i ng  d i v i s i on

( P E D )  i s  a  w h o l l y  o w n e d  s u b s i d i a r y  o f  T i t a n  C o m p a n y  L im i t e d ,  a  T A T A  E n t e r p r i s e .

B o r n  a s  a n  i n - h o u s e  e n g i n e e r i n g  t e a m  d e d i c a t e d  t o  h i g h  p r e c is io n  c o m p o n e n t  m a n u f a c t u r i n g  a n d

d e s i g n i n g ,  m a n u f a c t u r i n g  a u t o m a t i o n  m a c h i n e s ,  t h e  A e r o s p a c e  a n d  D e f e n c e  b u s i n e s s  b u i l d s  p r ec i s i o n

c o m p o n e n t s  a n d  s u b - a s s e m b l i e s  c a t e r i n g  t o  t h e  G l o b a l   A e r o s p a c e  a n d  D ef e n c e  c u s t om e r s  i n  A i r c r a f t

E n g i n e  a n d  i t s  a c c e s s o r i e s ,  A c t u a t i o n s ,  T r a n s m i s s i o n s ,  L a n d i n g  s y s t e m s ,  E n v i r o n m e n t  s y s t em s ,

U n d e r w a t e r  s y s t e m s ,  M i s s i l e s  a n d  U A V s .  h t t p s : / / w w w .t i t a n t e a l . c o m / a e r o s p a c e 

L a k s h m i  M a c h i n e  Wo r k s  ( L M W ) ,  i n  2 0 1 0  a d d ed a  n e w  p l a n t  t o  p r o d u ce  c r i t i ca l  c o m p o n e n t s  a n d  s ub -

a s s e m b l i e s  f o r  A e r o s p a c e  i n d u s t r y  f o c u s e d  o n  E n g i n e ,  S t r u c t u r a l  a n d  S h e e t  M e t a l  p a r t s .

L M W  A d v a n c e d  T e c h n o l o g y  C e n t r e  ( A T C )  m a n u f a c t u r e s  e n g in e  p a r t s  f r o m  v a r i o u s  e x o t i c  a l l o y s .  Ha s

c a p a b i l i t i e s  t o  m a c h i n e  s t r u c t u r a l  c o m p o n e n t s  u p  t o  10 - m e t e r  l e n g t h  a n d  a s s e m b l y  &  sy s t em

i n t e g r a t i o n  r a n g e  f r o m  s m a l l  s u b - a s s e m b l y  t o  m a jo r  s t r u c t u r a l  a s s e m b ly ,  c a p a b i l i t i e s  t o  m a n u fa c t u r e

s h e e t  m e t a l  p a r t s  o f  v a r i o u s  a l l o y s  u p  t o  t h e  l e n g t h  o f  4  m e t e r s ,  w i t h  v a r i o u s  p r oc es s e s ,  a n d  p r ov i d e

o n e  s t o p  s o l u t i o n  f r o m  p a r t s  m a n u f a c t u r i n g  t o  a s s e m b l y  o f  la r g e  s t r u c t u r e s  u n d e r  on e  r o o f  i n c l u d i n g

c o m p o n e n t s  a s  p e r  ‘ B u i l d - t o - P r i n t ’  a n d  ‘ D e s i g n - t o - P r i n t ’  c o n c e p t .  h t t p s : / / w w w . l m w a t c . c om /

C U M I ,  w h i c h  i s  p a r t  o f  M u r u g a p p a  g r o u p ,  h e l p s  D e f e n c e  i n d u s t r y  t o  d e v e lo p  l ig h t w e i g h t  a n d  e r g o no m i c

b a l l i s t i c  p r o t e c t i o n  s o l u t i o n s .  C U M I  e n g i n e e r s  d e s i g n  a n d  m a n u f a c t u r e  c u s t o m i z e d  s o l u t i o n s  t o  c a t e r  f or

s p e c i a l  D e f e n c e  n e e d s .  C U M I  c e r a m i c s  s p e c i a l i z e s  in  s o l u t i o n s  f o r  D e f e n c e  i n d u s t r y  w i t h  L i g h t w ei gh t  &

e r g o n o m i c  b u l l e t  p r o o f  a r m o u r .  T h e  C U M I  P r o t e c t  r a n g e  c o v e r s  b o t h  p e r s o n n e l  a n d  v e h i c l e  p r o te c t i o n .

w w w . c u m i - m u r u g a p p a .c o m

D a t a  P a t t e r n s  p o s s e s s e s  c o m p l e t e  i n - h o u s e  d e s i g n  c a p a b i l i t y  f o r  d e v e lo p in g  h i g h  r e l i a bi l i t y  s olu t i o n s  i n

D e f e n c e  a n d  A er o s p a c e  s y s t e m s .  D a t a  P a t t e r n s  w o r k s  o n  A u t o m a t i c  T e s t  E q u i p m e n t  a nd  T e s t  S o l u t i o n s ,

A v i o n i c s  P r o d u c t s ,  C O T S  B o a r d s ,  F i b e r  O p t ic s ,  F i r e  C o n t r o l  s y s t e m s ,  G i m b a l  a n d  A c t u a t or  C on t r ol

s y s t e m s ,  H i g h  S p e e d  P r o c e s s o r  s o l u t i o n s  w i t h  C P U ,  D S P  a n d  F P G A  a r c h i t e c t u r e s ,  I d e n t i f y  F r i en d  or  F oe

s y s t e m s ,  L a s e r s  a n d  E l e c t r o  O p t i c s  p r o d u c t s ,  N a v a l  S y s t e m s ,  N a v ig a t i o n  s y s t em s ,  P ow e r  S u p p l i e s ,

Ra d a r  a n d  Ra d a r  S u b s y s t e m s ,  Ra d i o  F r e q u e n c y  a n d  M ic r o w a v e  p r o d u c t s ,  C o c k p i t  &  Ru g g e d  D i s p l a y s ,

S e e k e r s  &  S p a c e  P r o d u c t s .  h t t p s : //w w w . d a t a p a t t e r n s i n d i a . c o m /
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DATA PATTERNS

TITAN ENGINEERING & AUTOMATION LIMITED (TEAL)

LAKSHMI MACHINE WORKS- ADVANCED TECHNOLOGY CENTRE (ATC)

CARBORUNDUM UNIVERSAL LTD
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S a n m a r  E n g i n e e r i n g  T e c h n o l o g i e s  P r i v a t e  L i m i t e d  ( S E T L )  i s  a  w e l l - i n t e g r a t e d ,  s y n e r g i st i c  g r ou p of

e n g i n e e r i n g  c o m p a n i e s  a n d  fo u n d r i e s  i n  I n d i a  a n d  t h e  U S A .  T h e  S a n m a r  G r o u p  t o  o f f e r  i nd i g en ou s l y

m a n u f a c t u r e d  p r o d u c t s  a s  s u b s t i t u t i o n  o f  i m p o r t s  f o r  a  w i d e  r a n g e  o f  c r it i c a l  p r o c e s s  e q u i p m en t ,

c o n t r i b u t i n g  s i g n i f i c a n t l y  t o  e n h a n c e d  in d u s t r ia l  e f f i c i e n c y  a n d  p r o c e s s  s a f e t y .  T h e  r a n g e  i n c l u d es

m e c h a n i c a l  s e a l s ,  r u p t u r e  d i s k s  a n d  e x p lo s i o n  v e n t s ,  s l e e v e d  p l u g  v a l v e s ,  l i n ed  p l u g  v a l v e s ,  h i g h

p e r f o r m a n c e  b u t t e r f l y  v a l v e s ,  s a f e t y  r e l ie f  v a l v e s  a n d  h i g h  p r e s s u r e  g a t e ,  g l o b e ,  c h ec k  v a l v es .

h t t p : / / w w w . s a n m a r g r o u p .c o m /

H i g h  E n e r g y  B a t t e r i e s  ( I n d i a )  L i m it e d ,  i s  a  m a n u f a c t ur e r  o f  b a t t e r i e s  f o r  A e r o s p a c e,  N a v a l ,  P ow e r  S y s tem

B a t t e r i es ,  a n d  L e a d  A c i d  S t o r a g e  B a t t e r ies .  T h e  C o m p a n y ' s  b a t t e r i e s  a r e  u s e d  f or  v a r i o u s  a p p l i c a t i on s ,

s u c h  a s  u n d e r w a t e r  p r o p u l s i o n ,  c o n t r o l  g u i d a n c e ,  c o m m u n ic a t i o n ,  e m e r g e n c y  st a r t i n g  a n d  A e r os pa c e .

h t t p : / / w w w . h i g h e n e r g y .c o . i n /p r o d u c t s /d e f e n c e /

A e r o s p a c e  E n g i n e e r s  s t a r t e d  w it h  m a n u f a c t ur e  o f  F l a m e p r o o f  S e a ls ,  G a s k e t s ,  B e l l o w s  &  H o s es ,  a n d  l a t e r

m o v e d  t o  m a n u f a c t u r i n g  s t e e l  b r a i d e d  a n d  u n - b r a i d e d  h o s e  a s s e m b l i e s  f o r  H y d r a u l i c  F u e l  H ot  A i r  l i n es

w i t h  s u i t a b l e  e n d  f it t i n g s .

Co un t e r  M e a s u r e s  T e c h n o l o g i e s  P v t  L td  ( C M T ) ,  f o r  o v er  a  d e c a d e h a s  b e en  a   t r u s t e d  s u p p l i e r  o f  w or l d -

c l a s s  a r m s ,  a m m u n i t i o n ,  a n d  s p e c i a l  e q u ip m e n t  t o  D e f e n c e  F o r c e s ,  C e n t r a l  A r m e d  P o l i c e F or c es  a n d

S t a t e  P o l i c e  F o r c e s .  P r o d u c t s  i n c l u d e  P i s t o l s ,  S u b m a c h in e  G u n s ,  A s s a u l t  R i f l e s ,  S u b m e r s i b l es  et c .

h t t p s : / / w w w .c m t p l . c o m /

M A K  Con t r o l s  a n d  S y s t e m s  P  L td  m a n u f a c t u r e s  G r o u n d  S u p p o r t  E q u i p m e n t  r e q u i r ed  f o r  a i r c r a ft ,  a i r l ines ,

D e f e n c e ,  A v i a t i o n  a n d  G r o u n d  H a n d l i n g  in d u s t r y  i n  In d i a  a n d  a r o u n d  t h e  w or l d .

h t t p s : / / w w w . m a k c o n t r o l s .c o m /
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SANMAR GROUP

HIGH ENERGY BATTERIES (INDIA) LTD

COUNTER MEASURES TECHNOLOGIES PVT LTD

SALEM AEROPARK GROUP- ELASTOMERIC ENGINEERS & AEROSPACE ENGINEERS PRIVATE LIMITED (AEPL)

MAK CONTROLS AND SYSTEMS PVT LTD

H I L D  A D  p r o v i d e s  s t r a t e g i c  s e r v i c e s  t o  p r iv a t e s e c t o r  c l ie n t s  a n d  g o v e r n m e n t  s e gm en t  i n  t he  a r e a s  o f

n a t i o n a l  h o m e  l a n d  s e c u r i t y ,  c y b e r s e c u r it y ,  I n t e l l ig e n t  C a m e r a  &  S u r v e i l l a n c e  s o l u t i o n s ,  i n t e l l i g en t

c a m e r a  p r o d u c t s ,  C o m m a n d  &  C o n t r o l  S y s t e m s ,  A n t i - d r o n e  s o lu t i o n s ,  A I  b a s e d  s oft w a r e  s o l u t i o n s  a n d

B o r d e r  S e c u r i t y  s o l u t i o n .  h t t p s : / /h i l d a d .c o m /
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M E L  S y s t e m s  a n d  S e r v i c e s  L t d  ( M E L S S )  o f f e r  e le c t r o n i c s ,  a u t o m a t i o n  a n d  IT  s o lut i o n s  t o  i t s  c u s t o m er s .

M E L S S  h a s  d e v e l o p e d  Co r r e c t i o n  U n i t s ,  D VR ,  D D U ,  S W I S S  a n d  H U D  C a m e r a  f o r  s t r a t e g i c  a p p l i c a t io ns .

T h e y  w o r k  w i t h  D e f e n c e  f o r c e s  f o r  o b s o l e s c e n c e  m a n a g e m e n t  s u p p o r t ,  s t r a t e g i c  e l e c t r on i c s  a n d

i n d i g e n i z e  p r o d u c t s  a t  b o t h  s y s t e m  l e v e l  a n d  c o m p o n e n t  l e v e l .  h t t p s :/ / w w w . m el s s . c o m /s t r a t e g i c -

e l e c t r o n i c s /

A v a l o n  T e c h n o l o g y  &  S e r v ice s ,  p a r t  o f  S i e n n a  G r ou p ,  is  i n v ol v e d  i n  o v e r  5 0 0  s h e e t  m e t a l  c o m p on e nts

a n d  a s s e m b l i e s  f o r  c o m m e r c i a l  a n d  D e f e n c e  a i r c r a f t s .  A p p l ic a t i o n  v a r y  f r o m  f l i g h t  c r i t i c a l  e n g i n e  p a r t s

a c r o s s  m u l t i p l e  e n g i n e  p l a t f o r m s  t o  A v i o n i c s  e n c l o s u r e s ,  S e a t i n g ,  S e n s in g  a n d I n f l i gh t  En t e r t a i n m e n t

s y s t e m s .  h t t p :/ / s i e n n a g r o u p .c o m /

RO O T S  fo l l o w  e ve r y  r e q u i r e m e n t  of  A e r o s p a c e  s p ec if i ca t i o n s .  W it h  t h e  s u p p o r t  o f  t h ei r  C a s t i ng  & S heet

m e t a l  d i v i s i o n s ,  Ro o t s  H i g h  P r e c i s i o n  E n g i n e e r i n g  D i v i s i o n  h a s  t h e  f a c i l i t ie s  f o r  d ev e l op m e n t  a n d

m a n u f a c t u r e  o f  n e w  p r o d u c t s  a n d  p r o c e s s .  T h e y  a d o p t  n e w  t e c h n o lo g ie s  t o  m e e t  c u s t o m e r  n eed s  i n

a r e a s  l i k e ,  i d e n t if ic a t i o n  o f  l o w  c o s t  a l t e r n a t e  m a t e r i a l s ,  s u r f a c e  f i n is h i n g  t e c h n i qu e s ,  E n v i r on m en t a l

Re q u i r e m e n t  &  S t a n d a r d i z a t i o n  u s i n g  V a l u e  E n g i n e e r i n g .  h t t p s : / / w w w . r o o t s in d i a .c o m /

U C A L  T e c h n o lo g i e s  s pe c ia l i z e s  i n  A e r o s p a c e d es ig n ,  a n a ly s is ,  m a n u f a c t u r i n g ,  s y s t e m  i nte g r a t ion a n d

t e s t i n g .  U C A L  a l s o  o p e r a t e  a  f l e e t  o f  D r o n e - a s - a - S e r v ic e  v e h i c le s  f o r  D e f e n c e  a n d  c i v i l i a n  a pp l i c a t i on s .

U C A L  s u p p o r t s  D e f e n c e  o r g a n i z a t io n s  s u c h  a s  DRD O  l a b s ,  In d i a n  Na v y  a n d  ISRO.

h t t p : / / w w w . u c a l g l o b a l .c o m /

P r i c o l  p r o v i d e s  le a d i n g  a u t o m o b i l e  a nd  in d u s t r i a l  b r a n d s  w it h  p r e c is io n - e n g in ee r e d  t ec h n ol o gi c a l

s o l u t i o n s  i n  o v e r  4 5  c o u n t r i e s  w i t h  m o r e  t h a n  2 0 0 0  p r o d u c t  v a r i a n t s ,  in c lu d i n g  A e r o s p a c e &  D efe n c e

s e g m e n t .  h t t p s :/ / w w w . p r i c o l . c o m /

L u c a s  T V S  D e f e nc e  U n i t  c a t e r s  t o  I n d i a n A r m e d  f o r c e s  w i t h  e l e c t r i c a l  &  e l e c t r o -  m e c h a n ic a l  p r o d u c t s

b y  s u p p l y i n g  t o  H e a v y  V e h i c l e s  F a c t o r y  (  H V F )  a n d  B h a r a t  E a r t h  M o v e r s  L t d  (  B E M L ) .  h t t p : / / w w w . l u c a s -

t v s . c o m / c u s t o m e r s _ o t h e r s

50

indian Aerospace & defence industry outlookchapter 4

MEL SYSTEMS AND SERVICES LTD (MELSS)

UCAL TECHNOLOGIES

ROOTS GROUP

AVALON TECHNOLOGY & SERVICES PVT LTD

PRICOL LIMITED

LUCAS TVS DEFENCE UNIT
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looking 
forward

The Defence Acquis it ion Procedure 2020 ,  introduced the category  of  Buy (Global  –

Manufacture in  India)  for  the acquis it ion of  foreign designed and developed equipment but

to be manufactured in  India

The Buy ( Indian -  IDDM) category  has been afforded the h ighest  pr ior ity  among the forms

of  acquis it ion.

Procurement of  equipment with  enhanced performance metr ics

Funding of  pr ivate sector  design and development projects with  a  specia l  focus on the

Medium and Smal l  Manufactur ing Enterpr ises (MSME) Sector .

ENCOURAGING GOVERNMENT MEASURES

UPCOMING DEFENCE ACQUISITIONS

110  contracts s igned with  a  total  value of  INR 1 ,13 ,995  crores

101  Acceptances of  Necessity  (AoNs)  worth INR 2 ,39 ,  000  crores issued.

Letters  of  Intent  for  the acquis it ion of  Mine Counter  Measure Vessels  worth INR 32 ,  640

crores issued.

MAJOR CAPITAL PROCUREMENTS IN RECENT TIMES

Navy Fr igates worth INR 48 ,000  crores 

Apache Attack Hel icopters worth INR 13 ,970  crores

Chinook Hel icopters worth 8 ,000  crores 

Barak Surface to  Air  Missi les worth INR 875  crores 

Poseidon Eight  India  (P8 I )  Long Range Mar it ime Patrol  A i rcraft ,  with  an operat ional  a i rcraft

del ivered and 4  in  advanced stages of  production

36  Rafale  Mult i -Role  Combat Aircraft  from the French manufacturer  Dassault .

SAS PARTNERS CORPORATE ADVISORSSUGOSHA ADVISORY SICCI
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The process of  grant ing Industr ia l  L icenses ( ILs)  has become more l iberal ized and

transparent,  leading to  a  sharp increase in  the number  of  ILs  issued.  The number  rose from

19  in  2013 -14  to  200  in  2018 -19

Strong focus on self-re l iance,  with  a l l  naval  vessels  including submarines on order ,  being

constructed in  India  and a  drop in  expenditure on capita l  procurement from foreign vendors

from INR 35 ,082  crores in  2013 -14  to  INR 22 ,422  crores in  2015 -16

The Streaml in ing of  the Defence exports process has led to  a  s ignif icant  r ise in  the value

of  Defence exports from INR 1 ,050  crores in  2013 -14  to  INR 2 ,014  crores in  2015 -16

There has a lso been a  r ise in  the production value of  DPSUs and OFBs from INR 43 ,746

crores to  INR 51 ,  351  crores

The new Offset  Pol icy  has led to  100% of  the offset  obl igat ions being c la imed by Foreign

Vendors in  2014  and 2015 ,  a  s ignif icant  increase from 63% from 2008 -13

The HAL Tejas,  Advanced L ight  Combat Aircraft  has been inducted into the Indian Air  force

The indigenously  developed warships INS Kochi  and INS Kolkata have been commissioned

with the INS Kalvar i  Attack Submarine inducted in  Dec 2017

The indigenously  developed Akash Surface to  Air  Missi le  Defence System has become ful ly

operat ional .

ENHANCED DEFENCE PRODUCTION MEASURES

SAS PARTNERS CORPORATE ADVISORSSUGOSHA ADVISORY SICCI



The Indian government and the MoD,  have pronounced their  intent ion,  and have walked their

ta lk ,  by  creat ing pol ic ies and opportunit ies to  catalyze the growth in  the Indian Defence &

Aerospace industry .  Taking cognizance of  the undue advantage enjoyed thus far  by  the DPSUs

& OFBs,  the pol ic ies have been s ignif icant ly  modif ied,  to  encourage pr ivate sector

part ic ipat ions of  a l l  s izes and capabi l i t ies,  leaving it  for  the market  forces to  takeover  and

establ ish the industry  ecosystem.  The key dr ivers  such as indigenizat ion and an aggressive

government spending on new platforms,  throws up p lenty  of  opportunit ies for  the pr ivate

sector  companies,  for  both establ ished and the new aspir ing ones.  A  wel l  p lanned,  and

per iodical ly  cal ibrated approach,  can make the d ifference between being a  recognized

Defence company or  the mediocre ones,  which continue to  exist  in  the system.

The opportunit ies are  vast  in  the Indian Defence sector .  With  the ever-changing secur ity

environment in  the APAC region,  whether  i t  is  the uncertaint ies of  North Korea or  volat i le

situat ions with  China,  the requirements are  only  gett ing stronger .  As the wor ld  is  gett ing vary

of  China as a  manufactur ing hub,  and looking for  a  new destinat ion,  India  seems to be

emerging as a  favor ite  destinat ion and it  is  the r ight  t ime to  make inroads into Defence

Manufactur ing.
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In  a  b id  to  woo investments for  the Tami l  Nadu Defence Industr ia l  Corr idor ,  the State

government is  p lanning to  tweak the Aerospace and Defence Industr ia l  Pol icy ,  2019 .  The

pol icy  a ims to  create an end-to-end ecosystem for  Aerospace sector  development cover ing

design,  engineer ing and manufactur ing of  a i rcraft  for  the c iv i l  and Defence sector .  The p lan is

also to  attract  Or ig inal  Equipment Manufacturers  and T ier-1  suppl iers  and India ’s  majors  as

anchor  units ,  by  provid ing required faci l i t ies  and support  at  competit ive rates.  

There are  a  lot  of  schemes avai lable  to  support  and handhold  industr ies to  undertake in-house

production.  Expected tweak in  TN Aerospace & Defence Pol icy  and revised TN Industr ia l

Pol icy ,  the Government is  focusing on developing a  strong domestic  capabi l i ty  in  Defence to

give greater  impetus for  economic growth,  ski l led job creat ion and to  support  growth of

domestic  manufacturers  and MSMEs.
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MoD -  http:/ /mod.nic . in/

Ordnance Factory  Board -  http:/ /ofbindia .gov. in/

Department of  Defence Production -  http:/ /ddpmod.gov. in/

Department of  Industr ia l  Pol icy  & Promotion -  www.dipp.n ic . in

Make in  India  -  http:/ /www.makeinindia .com/

AONs -  ‘Make in  India :  the way ahead for  indigenous Defence production in  India ’ ,  6th  Y.B.

Chavan Memoria l  Lecture del ivered by  A.K.  Gupta,  Secretary  (Defence Production) ,  MoD,  at

IDSA on December  7 ,  2015

DPP 2016 ,  DAP 2020  

DPM 2009

Industr ia l  L icensing Pol icy  in  Defence Sector

Consol idated FDI  Pol icy  (Effect ive from August  28 ,  2017 )

Dhirendra Singh Committee Report

Aatre Committee Report

SIPRI

World  Defence Stat ist ics

TIDCO -  http:/ /t idco.com/

Tami l  Nadu GUIDANCE -  https:// investingintami lnadu.com/

Invest  India  -  https://www. investindia .gov. in/
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ABOUT THE SOUTHERN INDIA CHAMBER OF COMMERCE AND INDUSTRY

(SICCI)

indian Aerospace & defence industry outlook

SICCI  was founded in  1909  under  Mahatma Gandhi ’s  inspirat ion to  f ight  for  the economic

freedom of  the nat ion.  Though a  leading regional  chamber ,  S ICCI  possess nat ional  out look

having excel lent  re lat ionship  with  Central  &  State governments.

SICCI  has inher ited r ich  tradit ion and at  the same t ime remains youthful ,  dynamic & embracing

change.  Being in  business for  over  110  years,  S ICCI  p lays s ignif icant  ro le  in  br idging Industry-

Government connect  whi le  empowering society.

The Chamber  is  a  founder  member  of  The Federat ion of  Indian Chambers of  Commerce and

Industry  (F ICCI) ,  New Delhi ,  the apex body,  and continues to  take an act ive interest  in  the

affairs  of  th is  nat ional  body.  Many Presidents of  the SICCI  have a lso been Presidents of  F ICCI

and many members are  a lso on the committees of  the F ICCI  and other  nat ional  bodies.

VINOD SOLOMON, SECRETARY

VINODSOLOMON@SICCI.IN

+91 94862 04970

WWW.SICCI.IN



SAS Partners has been in  the forefront  of  promoting and faci l i tat ing cross border  investments

with India  as a  focal  point .  S ince its  inception in  2008 ,  SAS Partners has been an advisory

partner  for  governments,  businesses and entrepreneurs in  their  endeavor  to  conceiv ing,

implementing and managing path breaking business ideas to  successful  organizat ions.

Drawing from the inherent  competencies in  legal  and regulatory  knowledge,  SAS Partners has

diversif ied into tax,  f inance and human resource advisory  services.  Whi le  the offer ings are

sector  agnostic ,  SAS Partners is  bui ld ing a  passionate and exper ienced ta lent  pool ,  who can

address the nuances of  manufactur ing in  India ,  including in  the domain  of  Aerospace &

Defence.  

Successful  advisory  interventions with  SAS Partners has resulted in  i ts  c l ients establ ishing

numerous manufactur ing projects,  undergoing result  or iented corporate restructur ings and

expanding businesses through corporate M&A in it iat ives.  

SAS Partners is  establ ishing themselves as an end to  end advisory  partner  for  Indian and

foreign Corporates for  doing business in  India .
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In their endeavor to provide a comprehensive suite of service offering for Aerospace & Defense Industry,

SAS Partners has entered into a strategic collaboration MoU with Sugosha Advisory.



“Sugosha”  is  the conch of  Nakula  of  the Mahabharata fame.  Nakula ,  g ifted with  the power  to

see the future,  was cursed that  he must not  share h is  knowledge,  lest  he loses the said

powers.  Lord Kr ishna,  the Chief  architect  of  Kurukshetra  war ,  used Nakula  as the Mi l i tary

Advisor  to  the Pandava leadership .  Lord Kr ishna,  used the knowledge in  Nakula ,  to  posit ion the

fr iendly  forces.  We der ive our  inspirat ion from Nakula ,  as  descr ibed in  the Bhagwat Geeta,  in

fol lowing the pr incip les of  Dharma in  our  Advisory  to  industry .  

Sugosha Advisory ,  is  founded on the pr incip le  of  provid ing “Value Based Consult ing”  to  our

cl ients,  partner ing with  them,  so as to  create an impact  on their  revenue growth.  With  a  team

of erudite  industry  veterans,  having deep domain  exper ience in  the Aerospace,  Defence and

Homeland Secur ity  vert icals ,  Sugosha Advisory  specia l izes in  Defence Pol ic ies,  Procurement

Procedures and Offsets.

Sugosha Advisory  leverages the expert ise of  the sectoral  experts -  with  some of  them having

over  four  decades of  industry  exper ience -  in  Land Systems,  Mar it ime,  Defence & Aerospace,

and subsumes their  valuable  inputs and advice,  for  a  comprehensive and a  result-or iented

approach.  Our  other  core services include Regulat ions & L icensing ( Industr ia l ,  Export  and

Import) ,  Strategic  Business Development,  Market  Entry  for  Defence manufactur ing

companies.  

We at  Sugosha,  a lso publ ish a  monthly  magazine,  DefInsights,  featur ing news focused on

procurement for  the Indian Armed Forces.  DefInsights,  a  Sugosha Media  presentat ion,  enjoys

a c i rculat ion of  more than 3000  professionals  wor ldwide.  We have a l ready received some

excel lent  reviews.

SOHIL PATEL, DIRECTOR

SOHILPATEL@SUGOSHA.COM

+91 98868 12348

WWW.SUGOSHA.COM
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