Opportunities and Challenges
of Doing Business with India

Dr. Abdul Quader Shaikh
Senior International Economist
U.S. Department of Commerce

1-800-USA-TRAD(E)
www.export.qov
August 27,2010



http://export.gov/

x }‘E; Outline

1. Overview of India
2. Opportunities for U.S. Companies in India

3. Challenges of doing business in India

4. U.S. Commercial Service products, services and
resources available for U.S. companies

5. Questions & Answers



INDIA

States and Union Territories

AMMU & KASHMIR
-Exln&gar

PAKISTAN
ARUNACHAL PRADESH

= F ER

RAJASTHARN
Jnipﬂr

S0 Lo NI
D e

= ~m Imphal
MEGHALAYAL MAMNIFUR
Bropal h SAgartala : :
I ; L TRIPLURE e A
| MADAYA PRA B O Z ORAM
il - MYANMAR

o
DA A

DaDaAR & NAGAR Y
HAUELh i

: 5 Hyderabad
e [ ]

B “AMDHRA

1 W I BAY OF BENGAL

A {Pondicherry)

M

s o e

E D o
O, A 4 . g 0 _

LAKS FL&E}“&'EEP e o "'":-.__‘_ POMDICHERERY Q Port Blair

& - MAHE'(Q {Puduchchery)

{Pondicherry) & | TAMILNADU ~ iARAIKAL ANDAMAMN & NICOBAR ISLANDS

{Pondicherry} -

KERALA
. o -
. 1 (-7

Thiruvananthapura -

-

E=]

]
Copyrigid @ Compara infobases Pyl Lid. Z003 MEE not to Scale



o2 Why India?

» [ndia, the world’s fastest growing free-market
democracy, presents lucrative opportunities

» U.S.-India Dialogue, consists of many tracks: trade,
finance, energy, education, environment, commerce
and agriculture

* According to the McKinsey Global Institute, India’s
middle class, which was 50 million in 2005, will jump
to about 583 million by the end of 2025






1.2 Billion People
Rapidly Growing Middle Class

Private Consumption 62% of
GDP (39% in China)

/1% Under 35 (Median Age 25)



India:

The Market

Strongest Global Growth
Market

Sustained, Generational
Diverse and Challenging

Private-Sector Economic
Vitality



o2 India: The Momentum

»  Soon to become 3 largest global
economy

« Fastest GDP Growth in the world in
3 years

 World Bank forecasts 8.8% growth
in 2010

* More than 100 Foreign R&D Centers

« U.S.-India Trade and Investment
blasting off
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x4 US Exports to India
(in $ millions)
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TOTAL 14,968,845,536 17,682,084,740 16,441,395,486
325--CHEMICALS 2,288,814,034 4,831,908,269 3,265,218,917
336--TRANSPORTATION EQUIPMENT 3,852,675,722 2,022,761,040 2,454,787,863

334--COMPUTER AND ELECTRONIC PRODUCTS

1,984,678,383

2,057,901,808

1,932,106,741

339--MISCELLANEOUS MANUFACTURED COMMODITIES

1,536,767,759

2,202,677,813

1,895,695,715

333--MACHINERY, EXCEPT ELECTRICAL

1,444,581,028

1,780,947,487

1,862,737,959

331--PRIMARY METAL MFG 904,944,414 996,750,891 1,055,949,166
910--WASTE AND SCRAP 644,967,127 666,464,414 760,932,452
324--PETROLEUM & COAL PRODUCTS 305,762,340 520,979,761 604,737,675
111--AGRICULTURAL PRODUCTS 369,777,247 387,316,872 457,143,192
990--SPECIAL CLASSIFICATION PROVISIONS, NESOI 389,763,740 418,905,454 397,445,933




A US Imports from India
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(in $ millions)

TOTAL 24,073,264,282 25,704,382,575 21,165,965,968
339--MISCELLANEOUS MANUFACTURED COMMODITIES 6,467,468,834 5,859,773,013 4,769,480,211

325--CHEMICALS 2,517,159,237 3,619,811,255 3,586,137,634
315--APPAREL MANUFACTURING PRODUCTS 3,301,772,894 3,214,414,514 2,953,608,475

314--TEXTILE MILLS PRODUCTS

1,918,972,886

1,951,814,348

1,746,861,739

333--MACHINERY, EXCEPT ELECTRICAL

1,260,708,022

1,362,073,732

1,107,756,785

331--PRIMARY METAL MFG 1,280,567,560 2,156,403,493 970,362,180
332--FABRICATED METAL PRODUCTS, NESOI 1,074,496,758 1,219,790,754 885,798,146
334--COMPUTER AND ELECTRONIC PRODUCTS 750,911,490 985,710,849 809,445,220
311--FOOD MANUFACTURES 658,803,060 873,828,229 665,568,295
324--PETROLEUM & COAL PRODUCTS 1,096,449,927 361,209,989 445,233,888
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Service Exports to India

(in $ millions)

Exports of goods and services 6073 6725 7714 6001 6982
Goods, balance of payments basis 3323 4169 5010 4007 4012
Services 2750 2556 2704 1995 2970
'(I:':)anr;:z:: under U.S. military agency sales 1 4 3 3 5
Travel 516 888 41 432 523
Passenger fares 224 326 292 146 210
Other transportation 73 73 87 75 90
Royalties and license fees 177 334 190 165 139
Other private services 1746 918 1377 1160 1989
U.S. government miscellaneous services 12 13 14 15 14




2009 Exports from Tennessee to India
(in $ millions)
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TOTAL 130,570,191 178,625,076 163,984,688
325--CHEMICALS 32,329,088 44,320,483 38,894,497
333--MACHINERY, EXCEPT ELECTRICAL 9,707,974 13,854,037 34,852,375
334--COMPUTER AND ELECTRONIC PRODUCTS 12,688,733 14,393,874 16,203,506
339--MISCELLANEOUS MANUFACTURED COMMODITIES 10,096,385 16,660,378 14,800,684
322--PAPER 22,271,534 29,520,799 10,366,816
332--FABRICATED METAL PRODUCTS, NESOI 4,976,613 7,200,713 10,127,788
336--TRANSPORTATION EQUIPMENT 8,144,967 13,448,160 6,429,435
311--FOOD MANUFACTURES 3,183,003 4,733,542 5,520,077
331--PRIMARY METAL MFG 8,353,032 7,569,287 5,457,669
910--WASTE AND SCRAP 6,086,461 4,008,611 5,400,970




ﬁj Growth in Metropolitan
15 Sectors (GEMS)
Ry

« With rapid economic development and a growing
middle class, the Indian demand for U.S. goods and
services Is increasing and bilateral trade is growing as a
result

 The International Trade Administration has targeted
India as one of the most promising global markets

« GEMS is a new focused on building commercial ties
bet ween the United States ¢
regions
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Tier Il Cities
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Figure 3. Ranking of Business Climate in 16
Indian states
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The Technological Age
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Keys to Success:

» Strategic Thinking

» Forward Approach
» Market Perseverance
* Due Diligence

« Solid Partner
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«  GDP growth was 7.4% from 2009-'0, but will reach at 8% by 2010-11.
-Agriculture: 17%
-Industry: 20%
-Service: 63%
 FDI was $ 156B (until 2009)
Share of FDI
-Manufacturing : 29%
-Infrastructure: 25%
-Service: 46%
 Foreign trade was 455.2B (2009-10), share in World Trade being 1.2%
-Exports: $176.5B
-Imports: $278.7B
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Airport and Ground Handling
Equipment

Computers and Peripherals
Education Services

Electric Power Generation,
Distribution and Transmission
Equipment

Food Processing & Cold
Storage Equipment

Machine Tools
Medical Equipment

Best Export Prospects

Civil Nuclear Energy

Mining and Mineral Processing
Equipment

Oil and Gas Field Machinery
Pollution Control Equipment
Safety and Security Equipment

Telecommunications
Equipment

Textile Machinery
Water Treatment



ﬁ Alrport Infrastructure
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» Government of India plans to spend $9B through
2012 to improve airport infrastructure

— Increase capacity at existing airports, upgrade metro and
non-metro airports and develop new greenfield airports

* Investment opportunities could reach $110b by 2020
— $80b in U.S. aircraft
— $30b in airport infrastructure



ﬁ Alrport Infrastructure
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» Maintenance, repair and overhaul (MRO) and
training provide additional opportunities

— $120B by 2020 (Ernst & Young)

— Opportunities include:
» Specialized consulting
* Project management
* Airport operations
* Engineering



o2 Civil Nuclear Energy

» Civil Nuclear Energy is perhaps the biggest market
opportunity in terms of potential export value to U.S.
companies, valued at more than $150 billion over the
next 30 years

* The recent opening of the civil nuclear sector
provides a huge market opportunity (reactors, raw
materials, supplies) for U.S. companies
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}‘E; Auto Components Sector

* Indian auto components industry sector has an
average annual growth of over 20% in the past few
years

+ Sales turnover of $18B in FY 2008
— exports of $3.6 billion and imports of $4.9 billion

» Indian auto components sector has a potential to
reach $40 billion by 2016



ft? Food Processing in India

* Ranked fifth largest industry in India in terms of
production, consumption, export, and expected
growth

* The processed food industry 6.3% of India’'s GDP

» U.S. companies have a great opportunity to export
equipment for processing and packaging meat,
seafood, vegetables, fruits, cereals, oil seeds, and
other like items



o2 Security

COMMERCIAL
SERVICE

United States ;’Amtn'm
Department of Commerce

 With recent terror attacks In
Mumbal, security has
become a primary concern

* According to industry
contacts, the industry is
estimated to reach $5 B
over the next five years




ﬁ Electronic Security
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» Approximately $100M imported from the U.S.

» Both Union and State governments looking to put
forth regulations that will make security more
accessible. These include:

— Reduction in their import customs duty to 5%

— Reduction in Excise duty to 4%

— Reduction in state VAT to 2%

— Abolition of Service Tax levied on guarding services

— Classification of security systems as life safety equipment




ﬁj Medical Equipment
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» Healthcare market expected to reach $75B by 2012

» Market for medical equipment currently $2.3B

» Expected to reach $5B by 2012

» Market for new dental equipment and technology
growing rapidly

 Many hospitals and dentists prefer to import medical
equipment for improved quality healthcare



o2 Hospital Improvement

» Shortage of hospitals for its growing 1.2B population

* Opportunities might exist for hospital infrastructure
and development

* Free government hospitals tend to be overcrowded
and shabby

* Rural healthcare extremely inadequate



x**/f Renewable Energy
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* Three drivers affect the demand for more renewable energy in
India:
— “First, the gap between existing electricity supply and demand is large
and expected to grow”

— “Second, the need to strengthen energy security has caused India to
invest in renewable energy as a way to diversify their energy portfolio”

— “Third, fossil fuels imports are increasingly susceptible to price
fluctuations, leaving India vulnerable to supply insecurity”

 The 11" Five Year Plan projections show that possible
Investments in renewable energy sources could be as much as

$21b over ten years



o2 | ndi ads Tel

* [ndia is expected to produce the highest number of
new multinational companies. According to
PricewaterhouseCoopers on emerging MNCs, over
2,200 Indian companies are likely to open operations
outside India over the next 15 years

* India’s subscriber base in wireless segment
increased to 584.32 million in March, 2010

* The overall tele-density has touched 53%



x**/f Retall Trade in India
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+ India’ $ 420B retail market growing at 10% on an
average last 5 years

* India Number one AT Karney's Global Retail
Development Index beating China and Russia

» Retail trade to grow higher than GDP growth next 5
years

Growing middle class with urbanization trend

Shopping malls are becoming increasingly common in
large cities




P2 Retail Trade

India is called a nation of shopkeepers

12 million “mom and pop” stores

78% of these are small and family owned
Only 14 companies run department stores

Sales through department store is limited compared with overall
retail sales

Franchising is emerging as a popular mode
Retall sector is underdeveloped compared other Asian countries
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http://www.pbase.com/yardbird/blogs_chapter1
http://www.pbase.com/yardbird/india_gurgaon

ﬁj Challenges in India:
15 Top U.S. Business Complaints

» Excessive government interference — at all levels
High tariffs & excessive indirect taxes
Restrictions on foreign investment

Differential tax rates for foreign companies
Weak protection of intellectual property
Substandard infrastructure with excessive cost
Corruption



World Bank Ranking of Doing
Business in India

m Doing Business 2010 Rank | Doing Business 2009 Rank | Change in rank

Ease of Doing Business Rank s
Starting a Business -48
Dealing with Construction Permits
Employing Workers
Registering Property
Getting Credit
Protecting Investors
Paying Taxes
Trading Across Borders
Enforcing Contracts

Closing a Business
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Market Research Resources
Trade Events
Trade Leads

Free Trade Agreement
Information

Tariff and Tax Information
1-800-USA-TRAD

File  Edit

iy Start

2 Export.Gov - Microsoft Internet Explorer.

Trade Leads

lETmROEBACRE

Partner Agencies

Contact Us

Welcome to the U.S. Government's Export Portal!

By Industry i . .
Market Research What's New in Exporting

Trade Events ign up for E nail upd

A Coun

International
Sales-Marketing
International
Finance
International
Logistics
Regulations &
Licenses

Trade Data &
Analysis

Trade Problems

1-800 USA TRAD{E}

» Find a Local U.5.
office
b Find an Overseas

[@logus. [Mascoc. |@ruoscr. | @ndate. Zome. - £ @ %

The Colombia Tariff Ticker

$1,159,574,507
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Market Research Library

U.5. Commercial Service : Your Global Business Partner
MRL ver, 3.01.2

Market Research Library
Search

lick here to register for the MRL e-Alerts
International Market Research

Industry: | All Industries

Region: | All Regions
Country: | Al Countries
Report Type: | All W
Date [Range]: | Month “ || Year % | To: | Month || Year w

Keyword(s): ALL words | I8

[1search the document body [slower but more results]

[Tinclude Archived records [ Include the 1D Number
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nd does not ¢
its prodi



4 Market Research Reports
Sy on India (1559)

Department of Commerce s j 3 rd or print this page. If you would like to re
( ] k on eMail Alerts.

Section: Country Commercial Guide,Best Market Report,Market Research
Country: India

ords Found: 1559

Country Commercial Guide

FX India Country Commercial Guide 2009

India is a story of growth and oppertunity. India’s sustained growth of around 8% in 2008 and growing dynamism in
several of its regional markets hawve created wide and diverse business prospects for U.5. exporters and investors.
While 2008 growth estimates are more modest, howering arcund 5.7

{Entire:

I India Country Commercial Guide 2008
This is a how-to guide for U. 5. exporters intersted in entering the Indian market....
{Entir

Best Market Report

I International Airport Dewvelopment Opportunities
Summary of U.5. Commercial Service reports on airport development opportunities worldwide....

lMarket Research
FiX India: Gas Industry and City Gas Distribution [CGD)
This report gives an owveriew of the Indian Gas industry with a focus on City Gas Distribution {CGDJ...
{Report)

but

I ADE Projects, Grants and Technical Assistance (IMI), September 2009

The International Market Insights {IMI} report contains 34 procurement notices, amounting to 860 million. The
largest is a 5250 million Development Policy Support Program in the Philippines....

{Repaort)

I\ India: Test and Measurement Equipment
The Indian Test and Measurement Equipment [TME) market is expected to

achiewve a compounded annual growth




-4 Our Network &
Bt What it can do for you

Trade specialists in 108 U.S. cities and more
than 150 posts in 80 countries worldwide...

We can...

* Locate international buyers, distributors & agents
* Provide expert help at every stage of the export process
* Help you to enter new markets faster and more profitably



U.S. Commercial Service In
India

* Most extensive U.S.
Commercial Service
operation overseas

« 7 offices, + 50 staff

« New Delhi, Chennai,
Mumbai, Kolkata,
Ahmedabad, Bangalore,
and Hyderabad
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X www.ciionline.org Http://Export.qov/india
X www.ficci.com 1-800-USA-TRAD(E)
x www.amchamindia.com x newdelhi.usembassy.gov

X www.uschamber.com X WwWw.ita.doc.qov

X WWW.UsIbc.com X www.export.gov

X WWW.Nnasscom.org X www.tda.gov

X WWW. Indous.org X WWW.exim.gov

x www.indiatradefair.com X WWW.OpiC.gov

x www.infodriveindia.com X Www.buyusa.gov



http://www.ciionline.org/
http://www.ficci.com/
http://www.amchamindia.com/
http://www.uschamber.com/
http://www.usibc.com/
http://www.nasscom.org/
http://www.nasscom.org/
http://www.usibc.com/
http://www.usibc.com/
http://www.nasscom.org/
http://www.nasscom.org/
http://www.nasscom.org/
http://www.nasscom.org/
http://export.gov/India
http://www.newdelhi.usembassy.gov/
http://www.ita.doc.gov/
http://www.export.gov/
http://www.tda.gov/
http://www.exim.gov/
http://www.opic.gov/
http://www.buyusa.gov/

The End.

Questions ?



