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Executive Summary

Countries around the world have set various examples of collaborative efforts
towards the general all round growth of economy. These efforts, over time, have
proved very effective in serving the purpose of globalization. India and Sweden,
being responsible members of new age collaborative global economy, here
enumerate various opportunities for mutual benefit.

The report presents a roadmap for India and Sweden to further enhance the
bilateral cooperation in the areas of Trade, Investments and other business
opportunities. The report explores such opportunities in sectors such as
Automobiles, Telecommunication, Biotech, IT and ITeS, High Tech,
Pharmaceutical, Food Processing, Paper and Pulp, Renewable Energy and
Environment Technology, Infrastructure and SME. The report tries to cover most
of the strategically important sectors promising high growth prospects in the
Indian business environment.

The report, in each of the sectors discussed, outlines the present status, future
outlook, growth prospects, industrial environment, government incentives and
opportunities for the bilateral cooperation.

The report intends to provide the required impetus for the talks on mutual
cooperation between both the parties, so that both India and Sweden can explore
some concrete steps towards mutual cooperation. The motive of this work is to
lay the foundation for extended cooperation between the two dynamic and
flourishing economies.

The intelligent thought leadership from both the sides is further expected to assist
in the establishment of stronger bilateral relations between India and Sweden in
areas ranging from political, economic and cultural to technological and scientific.




Indo-Sweden Business Overview

Ties between Sweden and India have been growing at a steady pace, with top
leadership emphasizing the need of strengthened relations on the economic front
Indo-Sweden trade relations date back to more than a century. Economic
relations with Sweden date back to 1903 when Ericsson sold its first switching
system to India. Currently, several Swedish companies are operating
successfully in India. Both countries are democracies with a federal system of
government and both share common values and views on many International and
allied issues.

1
The Indian Economy

Indian economy has witnessed considerable growth in the last decade and has
crossed trillion dollars per annum in GDP. India is the second fastest growing
economy after China with average annual growth of 8 percent over last five years.
Abundant human capital, higherinvestmentin infrastructure, globalization, strong
corporate sector, growth in savings and investment are some of the reasons
responsible for the rapid economic growth. The factors which are favoring India
as the destination of Foreign Direct Investment are the consistent GDP growth of
above 8 percent, strong capital markets, comfortable foreign reserves close to
USD 310 billion, rapid growth in international trade, heavy infrastructure
investments along with high capital expenditure by companies and rapid
improvement on the technological front. The Eleventh Five year Plan (2007-12)
envisages 9 percent annual economic growth. The Indian government's emphasis
on fiscal discipline and reforms in social sectors, coupled with improved relations
with the industrialized world, has the capacity to transform India from a
developing to a dynamic country which can become one of the big economic
powerhouses of the world.

The Swedish Economy

Sweden is an export dominated economy possessing highly developed internal
and external communications, modern distribution system and a skilled labour
force. Timber, hydropower, and iron ore are among the major resource bases of
the market economy. Sweden's engineering sector alone accounts for 50% of
industrial output and exports. Telecommunications, automotive and the
pharmaceutical industries are some of the main industries.




Sweden is known for its high taxes and a large public sector. High taxes have
ensured a higher degree of government influence on household consumption
decisions than in most other Western nations. Swedish economy grew 3.4% in
2007 and the unemployment rate in February 2007 was at 6.7% down from 7.4%
from February 2006.

Composition of Sweden's GDP(2007)

Industry
29%

Agriculture
1%

Services
70%
Source: CIA World Fact Book

Composition of India's GDP(2007-08)

Industry
19%

Agriculture
20%
Services
61%

Source: CIA World Fact Book

Indo-Swedish Trade (SEK million)

2003 2004 2005 2006 2007
Indian | 7111.140 8296.143 6964.772 9922.004 10649.489
Imports (+16.6) (- 16) (+42.4) (+7.3)
Indian 2975578 2320.239 2949.333 3269.272 4166.923
Exports (+1.9) (+27.1) (+10.8) (+27.4)
Total 9386.718 10616.382 9914.105 13192.76 14816.412
(+13.1) (- 6.6) (+33) (+12.3)
Trade
Surplus for| 4835.562 5975.904 4015.439 6652.732 6482.566
Sweden

Source: Trade Profiles

'CIA World Fact Book




I Indo-Swedish trade has crossed USD 2.3 billion mark in 2007
I Indian imports from Sweden have increased 7% in 2007
I Indian Exports to Sweden showed a steady increase of 27.4% in 2007

I India's share of Swedish exports accounts for just 0.9 percent of total
Sweden trade which implies ample room for growth.

I India's share of Swedish imports accounts for just 0.4 percent of total
Sweden trade which provides great scope for further growth.?

Engineering products such as telecom equipment, power generating
machinery, equipment for distributing electricity, automotive components and
scientific instruments form a large part of the export from Sweden to India.

Textiles and garments are one of the major Indian exports to Sweden, in
addition to Indian service exports; which are growing, in particular in the field
of computer and information services.

mmj

India is now the second most favored destination, after China, for global
investors according to AT Kearney's Business Confidence Index, 2007.* Rising
foreign reserves, increased trade, better policy regime and a booming capital
market - all contribute toward increasing FDI and Fll flows.

Sweden with its large number of MNCs has had a very long presence in India.
Ericsson, which started supplying telecom switches to India in 1903,
inaugurated its R&D facilities in Chennai in February 2006 in addition to
starting its second manufacturing facility in Jaipur in March 2005. In Jan 2007,
Ericsson announced its intention to invest US$ 500 million in the next five
years in India. Swedish Match had established its facility (WIMCO) as early as
in 1926. Since then other Swedish companies like SKF, Atlas Copco, Delaval,
Volvo, ABB, Astra Zeneca, etc. have expanded their operations in India. Scania,
Europe's number four heavy truck makers, has also entered into an agreement
with L&T for building tippny trucks. Retail giants like IKEA are also keenly
watching the opening of the retail sector in India.

15 major Indian IT companies have their representative offices in Sweden and
their cumulative exports are estimated at US $ 400 million. Indian pharma

Trade Profiles
*Indian Embassy of Sweden
“Business Standard




companies like Dr. Reddy, Biocon, Kemwell and Ranbaxy have also either
formed collaborative relations or are looking to tie up or establish joint R&D
facilities in Sweden. This trend has permeated beyond IT and pharma sector
and a recent entrant is Bharat Forge, which acquired the Swedish firm Kjilsta
AB in 2005. In 2006, Wipro acquired 100 per cent equity of the Sweden-based
Hydrauto Group AB for a consideration of US § 31 million

Over 100 Swedish companies have operations in India. Some of the major
companies are ABB, Astra Pharmaceuticals, Electrolux, Barracuda
Technologies, Hennes & Mauritz, IKEA, Lindex, Perstorp, Sandvik, Swedish
Match, Volvo, Perstorp, Alfa Laval, Atlas Copco, Ericsson, Hoganas, Indiska,
Oriflame, Svedala, Skanska, Tetrapak, and Svedala.

Why India? Why Sweden?
! Fourth largest economy in terms of I Technological leader in many
PPP in the world with steady GDP, industries; especially engineering

R owth. I Sweden is the third largest country

! Higher savings and investment by area in Western Europe and fifth in
rates. all of Europe 84% of the population

) lives inurban areas.
! Favourable demographics

I Sweden's tax system is very
attractive to the foreign investors

I Skilled human capital at competitive

rates. . - .
because of its efficiency, clarity and
! Largeinvestmentin Infrastructure easily accessible information.
I Competitive financial sector. ” I Excellent internal and external
| } communication infrastructure
! Government commitment for
economic and social reforms I Sweden is one of the largest

recipients of cross-border real estate

' Strong fiscal policy initiatives and ; .
Bl policy - investmentin Europe.

rapidly expanding tax base.
I Sweden ranks third in Global

! Strategically located with smooth Competitiveness Report 2006-2007

access to the domestic and South

Asian market. I Sweden was ranked fourteenth, by
| Population highly conversant in \zl\é%:d B blisiness in
English ’
" Growing middle class with strong
consumption demand
0001000000000000°

I Bilateral Investment Protection Agreement (BIPA), signed on July 4, 2000

I Avoidance of Double Taxation Agreement, signed between the two
governments in end-June 2000

*Indian Embassy of Sweden
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Memorandum of Understanding was signed between the Sweden India
Business Council (SIBC) and the Federation of Indian Chambers of
Commerce & Industry (FICCI) in June, 2005 for promoting bilateral trade
and investment

Memorandum of Understanding was signed between India and Sweden for
Cooperation in the fields of Science and Technology in December 2005.

A Memorandum of Understanding has been signed between Central Pulp
and Paper Research Institute (CPPRI) and the Swedish Pulp and Paper
Research Institute (STFI).

A Memorandum of Understanding on Air Services Agreement between
India and the Scandinavian countries i.e., Sweden, Denmark and Norway
was signed on November 30, 2006 in New Delhi.
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Automotive Sector
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The Indian automotive sector is a high-growth sector and the production
volume of the industry has grown at a compounded annual growth rate (CAGR)
of over 35 percent during 20022007 to reach 10.8 million units of vehicles in
2008. The industry has growth potential and according to KPMG India study,
India had a 'car per 1000 people' ratio of 7 in 2007, which was dismal as
compared to the other emerging economies. The ratio for Brazil, Thailand and
Malaysia stood at 91, 46, and 202, respectively, during the same period?.
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Source: SIAM

The industry is broadly classified into four segments: passenger vehicles,
commercial vehicles, three wheelers and two wheelers. Of the total automobile
production of 10.8 million vehicles in FY 2007, the share of various segments is
shown in the figure below.

Share of Segments in Total Automobile Market, FY
2007 -16.04%

5.05%
3.78%
75.13%
H Passenger Vehicles [0 Commercial Vehicles
[ Three Wheelers O Two Wheelers

Source: SIAM

'Source: Society of Indian Automobile Manufacturers SIAM
%Source: KPMG India study




The Indian automobile industry meets the export demand apart from the
domestic demand. India is seen as a global hub for small cars, two wheelers
and automobile ancillaries. The share of exports in the overall automobile
production during 20022007 is depicted in the figure below.

India exported automobiles and auto components worth about USD 5 bhillion in
2006-07.
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Source: SIAM
The automotive industry growth in India is being primarily driven by the
increasing disposable income of the population, growing economy of the
country and the easy availability of consumer financing. An important factor
leading to the globalisation of the Indian automotive sector has been the
government, which has allowed 100 percent FDI (through the automatic route)
in this sector.

The automotive industry is important to the Indian economy. The sector
contributes about 5 percent to the country's GDP. Moreover, automotives and
related sectors provided employment to about 13 million people as of 2006.

India has an advantage of low-cost labour as compared to developed
economies, such as Germany, Japan, the US and the UK. The cost of technical
labour for design in India is USD 60 per houascompareaU SD80O0
per hour for Europe.
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The auto component sector is also a dominant automotive-related sectaon
India with an estimated turnover of USD 15 billion in FY 2007. Exports account
for about 19.5 percent of the output of the Indian auto component industry.
Engine parts accounted for 31 percent share of automotive components
exports in India in FY 2007. Global OEMs and Tier | suppliers, such as MAN,
Volvo, Iveco, GM, Daimler Chrysler, BMW, Volkswagen, Eaton, Valeo, Visteon,
Delphi, Denso and Bosh, source automotive parts from India®.

0 o A R

The automotive sector is one of the leading industries in Sweden. The industry
is highly export-oriented, with Sweden exporting 8590 percent of its
automobile production®. The Swedish automobile industry is dominated by the
heavy commercial vehicle (HCV) segment, with Swedish manufacturers such
as Volvo and Scania producing approximately one-fifth of the global HCV
production.

The Swedish automotive industry attracts 20 percent of the total investment
on production capital and inventory in Sweden®, and employs about 10 percent
of total employees in the manufacturing sector®.

The automotive suppliers industry in Sweden is highly developed and controls
the whole manufacturing chain from development to assembly. Sweden has
about 1,200 companies employing approximately 75,000 people in the
automotive supplier's business. The automotive supplier's industry generates
annual revenues worth SEK 100 billion.

piti0oooiiobomag

Several areas of synergy and potential areas of co-operation exist for the
Indian and Swedish automotive industries. The Indian automotive sector, with
its low-cost production capabilities, can be an ideal partner for Sweden's
automotive industry. As 100 percent FDI is allowed in the automotive sector,
Swedish automotive companies can invest in India to develop it as a
manufacturing hub. The Indian automotive components industry is highly
developed and so India is a potential sourcing hub for the Swedish automotive
companies.

The opportunities in the sectors of Automobiles and Auto Ancillary are listed as
below:

®Source: Automotive Components Manufacturers Association of India, ACMA
*Source: Study on Car Components Industry in Sweden — Europe Auto Parts
SSource: Report on the Motor Vehicle Industry in Sweden — The Swedish Institute
8Source: Consulate General of Sweden




2.3.1 Automobile
I India is one of the fastest growing passenger car markets in the world.

I International companies have already committed over USD 2 billion to
manufacturing capacity.

I The Automobile Mission Plan envisages industry to grow 5 fold to USD
145 billion by 2016.

I Vehicle production expected to increase from 11 million vehicles in 2006-
07 to 17 million by 2011-12.

I Passenger Cars expected to be the fastest growing segments

I Heavy Trucks and small commercial vehicles (below 1.5T payload) to drive
growth in commercial vehicles.

I' India has several advantages making it an attractive destination for
investment in the automobile sector

0o Low-cost, high-skill manpower with an abundance of engineering
talent the second largest in the world

0 Well-developed, globally competitive Auto Ancillary Industry
o Established automobile testing and R&D centres
o Among the lowest-cost producers of steel in the world

I National Automotive Testing and R&D Infrastructure Project (NATRIP), a
USD 400 million initiative, aims to create the state-of-art dedicated
Testing, Validation and R&D infrastructure across the country

I Opportunity to address the global auto market while leveraging the
domestic market

o Hyundai, Honda and Suzuki are planning to use India as a global hub
for manufacture of small cars - have already committed resources
over USD 2 billion for capacity expansion

14
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o Nissan Renault have set up alliances with local players for entering
the lucrative auto segment

0 Indian manufactures — Tata, Mahindra, Bajaj have major expansion
plans in commercial vehicles and passenger car segment

Opportunity to set up R&D and Engineering centres.

2.3.2 Auto Components

India is emerging as a global manufacturing hub for auto components.

India is among the most competitive manufacturers of auto components in
the world.

Auto component industry in India has potential to grow at a CAGR of 13
percent to reach USD 40 billion by 2015

o Domestic market projected to grow at around 8-10 percent per annum
in the next 10 years

o Exports projected to grow at over 30 percent per annum.

India amongst the most competitive manufacturers of Auto Components;
especially,

o Metal Intensive components: Forgings, Stampings, Castings

o Skilled Labour-intensive components: Machining, wiring-harness,
other electrical components

o Hi-tech components: Electronic Fuel Injectors

Opportunity to address the global Auto Components market while
leveraging India's large and growing domestic market

Opportunity to set up R&D centres in India

o Indian technical skills acknowledged as among the best in the world




2.3.Bade and Investment Activities

I India's Automotive Components Manufacturers Association (ACMA) and
Scandinavian Automotive Suppliers Association (SASA) have signed an
agreement in 2005 to trade in auto components from India which would
be used by auto firms in Sweden, Norway and Finland.

I Scania, the Swedish automotive major, began selling its vehicles in India in
November 2007. The Construction and Mining Equipment division of L&T
is Scania's sales and support partner in India.

I Volvo is planning to enter the Indian heavy commercial vehicles market
and has entered into an agreement with Eicher Motors based in India. The
company entered the passenger vehicles market in India in 2007.

16
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Telecommunications Sector
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This tremendous growth in subscriber base offers opportunities for both
handset as well as telecom infrastructure equipment vendors.. According to
iSuppli, the total sales revenue from legal handset sales in India stood at
approximately USD 6.5 billion in 2007. The size of the wireless infrastructure
equipment market, in terms of sales, was estimated at over USD 4 billion in
2007. With the impending deployment of 3G technologies, as indicated by the
Department of Telecommunication (DoT), service providers are expected to line
up huge investments on their wireless network. Further, a number of new
service providers are expected to start their operations in India and will be
rolling out their networks soon.

’Source: TRAI




18

The growth prospects in India have attracted a number of handset
manufacturers, telecom infrastructure equipment manufacturers, and
Electronic Manufacturing Services (EMS) players to set up their plants in India.
At present, telecom majors such as Nokia, Motorola, Ericsson, Samsung, LG,
Flextronics, Elcoteq, Siemens, and ZTE have their manufacturing bases in
India. The growth of telecom manufacturing has recently led to the emergence
of complete supply chain with a number of component suppliers setting up
their plants in India. Such suppliers include Wintek, Salcomp, Aspocomp,
Foxconn, Perlos, Laird and Jabil to supply various components, such as
display, keypads, battery chargers, antennas and printed circuit boards.

The government of India has been promoting investments in the field of
telecom manufacturing by approving a number of telecom and electronics-
specific special economic zones (SEZs). The increasing domestic demand, and
favourable environment for telecom manufacturing, along with favourable
government policies, presents India as an ideal location for being seen as a
global hub for telecom.

griintboibbidinboboooomno

Sweden is among the world's leading countries as far as the telecom industry
is concerned. Telecom is a major industry in Sweden and it provided
employment to about 19,100 people in 2006.

The Swedish telecom sector comprises several self-employed people along
with a few large companies possessing a large share of the market. The total
number of telecom companies in Sweden was about 461 in 2006. Ericsson,
the Sweden-based telecom major, dominates the domestic industry.

Sweden had approximately 9.6 million mobile phone subscribers in 2006.
However, fixed line telephones outnumbered the mobile phones in terms of
traffic and revenues. There has been a noticeable trend towards increase in IP
telephones, with about 400,000 IP phone subscribers by end-2006°.

Sweden exports a lot of telecom equipment and technology. Exports from the
telecom industry form about 15 percent of the total Swedish merchandise
exports.

8Source: Telecommunication 2006, Sweden Institute
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Sweden is one of the major telecom equipment suppliers to India. Owing to the
global technology leadership of Sweden in the telecom sector and the
excellent R&D facilities available to Swedish companies, the country can play
a key role in the still-developing Indian telecom sector. The major opportunities
in flourishing Indian Telecom industry are outlined as below:

I Over 150 percent growth in telecom subscribers in India is projected in
next 5 years.

I India will require large investments in network infrastructure to bridge its
digital divide.

I India expected to be among the fastest growing telecom markets in the
world

o Projected growth of 27 percent per annum to reach 485 million
subscribers by March 2010

I Over 8 million new users are added every month — mostly in wireless.

I Favourable demographics and socio economic factors leading to high
growth:

o  Growth of disposable income combined with changes in lifestyle

o Increasing affordability - low tariffs, easy payment plans and handset
financing

I Investment opportunity of over USD 76 billion across many areas like:
o Network infrastructure to increase service coverage
o Roll-out of next-generation services like 3G, WIMAX etc.
o Applications / software for voice, data and broadcasting services

o Devices like Mobile handset, Set top box, Modem, Gaming console,
Consumer premise equipments etc.

o Nokia, Siemens, Alcatel, Lucent, Elcoteq, LG, Ericsson are all investing
in India

A number of opportunities are available to Swedish telecom firms in India for
both trade and investment.
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3.3.lade and Investment Activities

I In 2007, telecommunications apparatus was the largest export category
(by value) from Sweden to India, with an approximate value of SEK 3
billion.

I Ericsson has planned to invest about USD 500 million in India during
20072012.

I Bharat Sanchar Nigam Limited (BSNL) commissioned a contract for 45.5
million GSM lines (worth USD 5 billion) in April 2007 and Ericsson was
awarded a 60 percent share in the contract.

I Bharti Airtel awarded a contract worth USD 2 billion to Ericsson in July
2007. The contract involves outsourcing, maintenance and management of
network.

I An order was placed with Ericsson by BSNL for mobile equipment for 14
million GSM lines in July 2007.
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Biotechnology

pIbpoobooomog

The Indian biotech industry is emerging rapidly and is being reshaped by forces
such as policy and regulatory reforms, global competition and domestic
industry's growing strength. The Department of Biotechnology (DBT),
Government of India, estimates that the Indian biotechnology sector is
expected to grow at a CAGR of approximately 36 percent during 200610. This
would raise the revenue to USD 5 billion by 2010, with growth driven by
biopharmaceuticals, bioservices and bioinformatics. Sweden on the other
hand, is Europe's fourth largest biotech industry and offers a wide scope of
growth with approximately 110 biotechnology projects in clinical trial phase as
of 2006°.

High levels of bilateral trade have been witnessed during the recent years.
During 2006, the trade increased over 41 percent in terms of USD and this
positioned India among the top 20 markets for Sweden. Further, bilateral trade
between India and Sweden is continuously expanding, with Sweden's top
leadership emphasising on the need for strengthening relations with India.
Maud Olofsson, the Swedish Deputy PM, and Sten Tolgfors', the erstwhile
Swedish Trade Minister (currently the Defence Minister), visited India in 2007
to focus on trade and economic development, especially in the three key areas,
including biotechnology.

DItiOo00iidDiooromnogio

The Indian biotechnology industry is gearing up for positioning its strengths in
an increasingly competitive global biotechnology industry. There are various
drivers offering opportunities that can attract the Swedish companies to target
India as a destination for investing or partnering in various biotech projects.

4.2.blPcy and Regulatory Reform

DBT is promoting the Indian biotechnology sector by providing an enabling
policy framework. The government is taking initiatives towards this goal by

®Source: Invest in Sweden agency report
%Source: Indian embassy




establishing science-based and professional regulatory systems, promoting
industry-academia partnership in R&D, building competence in technology
transfer, etc. DBT also developed The National Biotechnology Strategy,
announced in November 2007, has several proposals and key elements to
boost the industry."

4.2.2 Evolving Alliances and Competitive Nich¢

With the evolved patent regime, the Indian industry is carving a competitive
niche for itself. Indian biotech companies are trying to leverage their
capabilities by gaining outsourced manufacturing contracts as companies,
such as Sterling Biotech, Dr. Reddy's Laboratories and Panacea Biotec, are
already preparing generic versions of biotech drugs.

India's highly educated workforce and low labour cost also offers advantages
in providing services such as clinical trials. The country is also creating a niche
expertise by investing aggressively in the stem cell sector. Further, based on
the public private partnership model, the national government is interested in
creating stem cell clusters.

4.2.3 Investmamtédimagnd F

The investment in the Indian biotech sector is booming. The funding need of
the industry is met by sources such as the government (Department of
Biotechnology, DBT) capital markets, venture capital funds and banks and
financial institutions. Besides DBT, there are various government funding
agencies that offer research grants and fellowships through soft loans or equity
for research in the fields of biotechnology and commercialising indigenous
biotechnology." International agencies, such as the World Bank, are also
attracted towards the sector.

The overall opportunities in the mushrooming biotechnology sector in India can
be highlighted as below:

I India is emerging as a hub for biotech research.

I The Biotech industry is projected to grow at a CAGR of 36 percent; India
expected to have a significant share of the global market.

I Major opportunities in Biotechnology are in the areas of Bio-informatics,
Bio-pharma, Bio-agri and Bio-services

'2Source: Express Pharma Online
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I Many international biotech companies like Chiron Corp, GSK and Sigma
Aldrich Corp have expressed interest especially in Bio-manufacturing.

DitiOoooiionimoomoyouoag

Sweden offers various opportunities for Indian and other Asian countries to
jointly conduct research in the domain of biotechnology. This is attributed to
the fact that Stockholm has a large cluster of biotech companies. Sweden also
houses Karolinska Institutet, the world's prominent medical centre, working in
the domain of diabetes, oncology, inflammatory diseases and cardiovascular
disease, conducting exploratory research, offering a wider scope of partnership
with Indian companies working in the similar domain.

4.3.@apTResearch Climate in EU Nations

Sweden is a major location for R&D. It offers the best research climate among
the major EU nations in terms of indicators, such as the number of life sciences
publications per million inhabitants and the total R&D expenditure (public and
private) as percentage of GDP. This can be advantageous to countries such as
India as Indian companies could get their Swedish partners to carry out
additional research work.

4.3.2 Good Knowledge Base

Sweden has a large talent pool of skilled process operators, quality control
staff and process development scientists. The country also has a high
optimism index for biotechnology, thus indicating that people are positive
towards biotech research. This suggests the ease of patient recruitment for
various clinical trials.™

4.3.35wedish Biotechnology Pipeline

Sweden has a healthy biotechnology pipeline with about 110 projects in the
late pre-clinical or clinical trial phase as of 2006. Sweden's biotech firms
primarily focus on therapeutic categories that have a large unmet patients
need. About 39 percent of projects originate from collaborations with
academia, thus indicating a strong industry academia relation.

3Source: Presentation on Investment opportunities in Swedish biotechnology
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India and Sweden can go a long way in developing trade relations in the
domain of biotechnology. Indian entrepreneurs are realising this as correctly
highlighted by Kiran Mazumdar Shaw, the Founder of Biocon and a
distinguished member of the board of The Royal Swedish Academy of
Engineering Sciences (IVA), “I believe that Sweden's biggest strength lies
within research. Sweden is a small country and has limited resources for
pharmaceutical development, whereas India is a country that can carry out
development in a very cost-effective way. That's the synergy | see between
Sweden and India"."

"Source: Stockholm Business Region




Information Technology (IT)
and Enabled Services (ITES)

Ororooodioa

The information technology (IT) sector has become a driving force for the fast
growth of the Indian economy. The overall contribution of the Indian IT
software and service industry to the GDP stood at 5.2% in 2007, while the IT
sector is likely to contribute about 7 percent to the GDP in 2008. In addition,
sector, mainly comprising of BPO (Business Process Outsourcing) and KPO
(Knowledge Process Qutsourcing) operations, is also growing at a rapid pace.
Various Swedish companies are increasingly considering India as an important
market for trade and investments. Sweden's IT and communications sector
exports stood at approximately USD 626 billion in 2007,

B i A O W A

The IT and ITES industry has witnessed increase across all its segments.
Outsourcing continues to be a primary impetus for the accelerated growth of
the IT and ITES Industry. Cheap, skilled and English speaking labour makes

Overall Revenue of the IT industry

IT Industry — Overall Revenues (Including Hardware)
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India one of the most favourite destinations for outsourcing. The total revenue
of the IT industry in FY2007 amounted to USD 48 billion, which is further
estimated to rise by 33 percent and reach USD 64 billion by FY2008."

Revenue Break-up of the IT Sector Service Offerings

IT Industry: Sector-wise Performance — 2008 (E)
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The Government of India has taken an active interest in promoting the Indian IT
sector in India and has taken many proactive measures such as liberalisation of
the foreign trade and investment policies for electronics and IT products, and
simplification of customs and excise procedures including import tax exemption
foralarge number of components. Further, Electronics Hardware Technology Park
(EHTP), Chip Fabrication Policy, e-Governance, use of computers in schools /
colleges, and Special Economic Zones (SEZ) schemes have been launched to
promote growth of the IT industry in the country.'

A A A R I

I Over 100 Swedish firms are currently operating in India, while 15 major
Indian IT companies (including TCS, Infosys and Wipro) have their
representative offices in Sweden with their exports estimated at USD 400
million in FY2007.

I Telelogic announced to open a development centre in Bangalore, with a
plan to make India as its fourth largest presence.

I' In 2002, Ericsson signed a Letter of Intent with Wipro regarding the
purchase of Ericsson's resources in its development centres in India.

I HCL Technoligies and Skandia signed an outsourcing deal worth USD 780
million.™

Source : Nasscom
18Source: Ministry of information technology-India
"9Source: Indian Embassy in Sweden




I In 2006, The Swedish Trade Council opened an office in Bangalore after
seeing investment opportunities in India.

Ninin|ninnn{EiN

I World leading companies in IT have a significant presence in India
I ITeS is set to grow five-fold over the next 5 years

I The Indian IT and ITeS industry is expected to grow to USD 77 billion by
2010

o Over 25 percent per annum CAGR is expected
o Exports expected to reach USD 60 billion in 2010

I India's inherent IT capabilities - talented workforce and world-class
companies

0 Availability of technically-skilled and English-speaking knowledge
work force at a fraction of the costs in USA and Europe

o Quality orientation, project and process management expertise

o Enhanced global service delivery capabilities of Indian companies
through a combination of greenfield initiatives, M&A, alliances and
partnerships with local players

I Recognition of India’s strengths internationally

0 Increasing awareness among global companies about India’s
capabilities in higher, value added activities and in the Global Delivery
Model

0 Leading international companies have identified custom application
development and maintenance as priority areas due to high
offshoreable component

I High growth of domestic IT & ITeS market due to several regulatory and
technological factors:

o Increased investments by enterprises in IT infrastructure, applications
and IT outsourcing

o Demand for domestic BPOs has been largely driven by faster GDP
growth and by sectors such as telecom, banking, insurance, retail,
healthcare, tourism and automobiles

I Opportunity to supply to the global market in addition to serving the
growing domestic demand

27
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High Technology Sector

Olorooodioa
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iSuppli estimates the manufacturing base of the semiconductor industry to
reach USD 35-40 billion in 2010. Further, the EMS output in India is expected
to reach USD 10 billion.”!

India is attracting EMS contract manufacturers and iSuppli estimates that
contract manufacturers will capture 30% of the total Indian semiconductor
manufacturing industry.

Electronics Sector Production (Excluding Consumer Electronics)
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Telecommunications constitutes a major chunk of the Swedish electronics
industry, of which Ericsson and Telefon AB are the key players. Major global
chip designing companies have their representative offices in Sweden
including Cypress, Hewlett Packard, AMD, National Semiconductor and
Fairchild. In 2007, Sweden exported electrical and electronics equipment worth
USD 24.6 billion, and its IT and communication exports stood at USD 7.25
billion.

00 o o o O W R [

I In March 2007, the Government of India announced a Special Incentive
Package Scheme (SIPS) to encourage investments in setting up
semiconductor and nanotechnology manufacturing industries.

I No custom duties were levied on specified raw materials and capital

goods for the manufacturing of semiconductors and other electronics
goods.

ASource: ELCINA Electronic Industries Association of India




I Computer devices such as microprocessors, floppy- disk drives and flash
memories along with mobile phones and its accessories are exempted
from excise duty.

I Central Sales tax was reduced to 2% by the government.

I Special Economic Zones (SEZs) have been set up for proper functioning of
export processes. Further, there is 100% exemption of income tax on SEZ
units for five years, and 50% for the next five years.

I The Indian government has been proactive in protecting Intellectual
Property Rights (IPR) and recognising problems related to it. Further, the
government is also organizing seminars, providing facilitation services and
conducting IPR clinics. During the previous financial year, 4 IPR clinics
were conducted. Also, the total patents filed by the Department of
Information Technology (DIT) reached 86. 22

2Source: Ministry of Information Technology
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Pharmaceuticals

Olomootobbolon

India is moving towards becoming one of the top 10 pharmaceutical markets
by 2015. The country is adopting several reforms, such as patent reform in
2005, in order to rapidly integrate with the global industry. Currently, India is
the fourth largest producer of drugs in the world and is also viewed as a
provider of international quality drugs. Ilts growing domestic market,
operational efficiency and the emerging pharma outsourcing service sector has
been driving several international pharmaceutical companies to India. The
Indian market is one of the major destinations for Sweden's pharmaceutical
exports.

Sweden is the largest pharmaceuticals market in the Nordics. The country
represents a potential market with its growing demand for generics.
International pharma companies can also leverage its strong research
capabilities and lab facilities for the mandatory testing of drugs manufactured
outside the EU. Firms from India can also use Sweden as an entry point to the
EU markets.

There has been an increase in the cross-country activities in the field of
pharmaceuticals through outsourcing, collaborations, or operational set-ups
over the past few years. There exists opportunities for mutual cooperation and
collaboration between India and Sweden in the pharmaceuticals sector.

Olomooitiniotuooibiiirbmiormooo

A memorandum of understanding (MoU) was signed between India and
Sweden for cooperation in the fields of science and technology in December
2005. The agreement supports co-operation through joint research, greater
academic exchanges, and industrial research and development.?

Karolinska Institute, one of the largest medical universities in Europe, has
signed a co-operation agreement with lISc, Bangalore, to work in the area of

B Department of Science & Technology, India




medicine for infectious diseases, such as HIV, TB and malaria, in addition to
areas such as cardiovascular diseases and diabetes. The two partners will
share the cost and intellectual property.

OIoi0oboiobibinbobao

7.3.1 Domesteitc Mark

The Indian pharmaceuticals market was worth USD 13 billion market during
200607 and ranks 4" in terms of volume and 13™in terms of value globally.*
The growing incomes, improved medical infrastructure, and increasing
healthcare insurance penetration are expected to spur growth of the market at
24 percent per annum to touch USD 25 billion by 2010.” India represents a
potential market with a large population suffering from diabetes and other
metabolic diseases. Product patent was introduced in 2005 to instil confidence
in global players. These factors together provide a sizeable opportunity to
Swedish pharmaceutical companies for launching their products in the Indian
market and providing access to the Asian markets.

7.3.2 Operational Efficiency

The availability of skilled and scientific manpower, technological advancement,
diverse patient population, and low-cost of research and production has
attracted several global drug majors to India. These factors provide the
international players a cost-effective way to deliver quality products
worldwide. About 15 of the top 20 pharmaceutical players have their
operations in India. In 2007, Bluefish Pharmaceuticals, a Swedish generic
pharmaceuticals company, opened a wholly owned subsidiary in India to
access the competenskillandtechnologdaesailabiethe
Indian pharmaceuticals market.

7.3.3 Contract Research and Manufacturing Se

India is increasingly being viewed as a global hub for contract research and
manufacturing services (CRAMS) as it offers both quality and cost advantage
over other countries. Factors such as low cost of manufacturing, largest
number of U.S. Food and Drug Administration (USFDA) approved plants outside
the US, and skilled scientific manpower is promoting outsourcing from global
pharma companies and will drive the market to reach USD 6.6 billion by 2013.

2BEF
Blnvestment Commission of India

32




33

Swedish companies can rationalise their drug development and manufacturing
costs by outsourcing part of their operations, such as clinical research,
preclinical testing, clinical trial activities, as well as manufacturing of bulk drug
and formulations to Indian companies.

To capture this opportunity, Sweden-based Innate Pharmaceuticals AB entered
into a collaboration agreement with Syngene, the contract research and
manufacturing subsidiary of Biocon Ltd. in September 2006. The two
companies will jointly develop, manufacture and market virulence blockers as a
therapy for bacterial diarrhoeal disease.

The opportunities in the fast growing pharma sector in India can be
highlighted as below:

I Pharmaceutical Industry in India is growing at over 20 percent per annum.

I The Indian Pharmaceutical industry (including exports) is expected to grow
at 24 percent per annum till 2010

o The pharma industry is expected to grow to USD 25 billion by 2010
I India is an attractive global sourcing destination for Pharmaceuticals:

0 Availability of low-cost, high-quality production and regulatory
compliance

o Large and growing US FDA approved plant capacity
o Synthetic Chemistry talent for early stage compound development
o Low cost of research and world-class testing facilities.

*Cost of a research scientist in India is only about 1/6th to 1/4th of that in
USA

I Major opportunities in Pharmaceuticals are in the following areas:
0o Marketing of Patented Drugs
o Contract Research and Manufacturing (CRAM)

o IT enabled services including clinical/market data analysis
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o Clinical Trials: Revenues to grow from USD 70 million (2002) to USD
1-1.5 billion by 2010 driven by a 60 percent cost advantage and large
gene pool for trials

I Organised pharma retail is at a nascent stage in India with several
corporates expressing interest in making an entry.

000 00ooiogiioonoiooooog
7.4.1 Domeseitc Mark

The domestic pharmaceuticals market is expected to grow at a rate of 4.6%
per year over the next few years to reach USD 5.6 billion by 2012.%5 Sweden
has an advanced healthcare system, and the health expenditure of the country
is well above the European average at 1.2 percent. Some of the high potential
segments include conditions of the cardiovascular system, alimentary tract
and metabolism, blood and blood forming organs, and central nervous system.
The increase in the ageing population is also expected to increase the cost of
long-term care and the total pharmaceuticals market value.

Entry into the lucrative Swedish market can provide access to the European
markets. Kemwell, a Bangalore based provider of contract manufacturing and
development services, acquired Pfizer's Swedish manufacturing plant based in
Uppsala in 2006. The plant is approved by USFDA, EMEA and Japanese
regulatory authorities. It provides Kemwell with access to the European quality
standards and expansion of the contract manufacturing business.

7.4.2 Generics

At present, generic drugs constitute approximately 39 percent of the pharma
market in Sweden.”” In order to curtail the escalating healthcare budgets,
Sweden introduced a reform in its reimbursement system in 2002, thereby
mandating generic substitution between medically equivalent drugs.? This will
offer significant opportunity to India, which is a producer of high-quality
generics sold across the world. India is expected to have a 28 percent share in
the world generic market, becoming one of the top three generic drug makers
in the world by 2020.%

BEspicom

ZEurActiv

ZLFN, Pharmaceutical Benefits Board
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7.4.R&D Capabilities

With the introduction of the product patent, Indian companies are considering
developing their NCE pipelines through collaborative research strategies.
Sweden can offer an internationally competitive environment for drug
development by providing an advanced healthcare system, ease to establish
collaboration with research teams and hospitals, and high investment by the
pharmaceutical industry in R&D (25 percent of the revenue)®. To leverage this,
Zydus Cadila has entered into three-year collaboration with Sweden-based
Karo Bio to develop drugs for inflammatory diseases. Several other Indian
pharmaceutical companies such as Dr. Reddy, Biocon and Ranbaxy have either
collaborated or are looking to establish R&D facilities in Sweden.

USweden.se, The official gateway to Sweden
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Food Processing Sector

Ororooodioa

The food processing industry is the fifth largest industry in India and is also among
the fastest growing industries in the country. India is the second largest food
producer in the world and its food production is estimated to double in the next
decade. The Indian food processing industry, which is estimated to be
approximately USD 90 billion, is growing at the rate of 13.7 percent (the growth
rate has approximately doubled during the last four years). Food exports from
India have increased significantly to USD 20.51 billion in the fiscal year 200607,
as compared to USD 6.98 billion in the fiscal year 200203. Further, India is
targeting to increase its share in the global food trade from 1.7 percent to 3
percentby 2015.%

Food processing is the fourth largest industrial sector in Sweden accounting for
approximately 10 percent of the total industrial production.*> Swedish food
processing companies are primarily dominant in dairy, meatpacking, milling and
bakery. There is a huge potential for Sweden to invest in Indian food processing
segments, especially refrigerated food, packaging, canning, diary, thermo
processing, fruits and vegetables.

India can be a good investment opportunity for various Swedish food processing
companies such as Arla Foodsm Axfood AB, Delaval, Kopparberg's Brewery,
Swedish Match, Tetra Pak and V&S Group.

Projected Growth of Indian Food Processing Segments
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8.2.1 DiraordiuPts

India is the largest milk producer in the world. The size of the Indian dairy Industry
was estimated to be approximately USD 62 billion in 2007, and it is currently
growing at a rate of 5 percent annually. The Indian domestic dairy sector is
estimated to reach USD 122 billion by 2011. To tap this opportunity, many
beverage manufacturing companies are planning to enter the Indian milk
beverage segment.

8.2.Pukts amgeVables

India is the second largest producer of vegetables in the world and ranks third in
the production of fruits; however, hardly 2 percent of this production is processed.
Therefore, the processing of fruits and vegetables presents huge, untapped
potential.

8.2.3 MeatoahdyP

India has more than 171 meat producing units producing 4.5 million tonnes of
meat annually. A KPMG report estimated the size of India's meat and poultry
segment to be approximately USD 13 million in 2004-05. Although India has the
largest livestock population in the world, only 1 percent of the total meat
production is converted into value-added products.®

8.2.4 Fisheries

India ranks second in terms of inland fisheries, producing approximately 6.57
million metric tonnes annually with shrimps forming 53 percent of the country's
overall marine exports. India plans to double its marine exports to USD 4 billion by
2012.%

8.2.ackaged Food

The overall size of this segment was estimated to be approximately USD 2 billion
in 200506. Spices exports, which are estimated to be worth USD 1 billion in
2008-09, are expected to cross USD 10 billion by 2017.%

#Source: KPMG Report
#Source: Economic Times
%Source: Indian Brand Equity Foundation
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8.2.6 Beverages

The packaged beverage segment of the Indian food processing industry is
estimated to be worth USD 2.3 billion, out of which the carbonated drinks
category and the fruit drinks category constitutes USD 1.8 billion and USD 300
million, respectively. Both the fruit drinks and carbonated drinks sectors have
been growing at an annual rate of 20 percent and 7 percent, respectively. The beer
market in India, which is estimated to be about 12 million hectolitres, is expected
todouble by 2012.

8.2.7 Grains

India produces approximately 200 million tonnes of grains every year, including
paddy, wheat, maize, barley and millets®. India is the second largest producer of
rice in the world. The US Department of Agriculture estimates that India will
register the highest growth rate of rice production in the world over the next
decade, with the rice production growing from the current 90 million tonnes to
107.3 million tonnes by 2016.

Market Penetration of Indian Food Processing Segments
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> Only 1.3 percent of agricultural products are processed in India as compared
to 80 percent in developed countries.

> India currently has more than 900 fast food and coffee joints, including food
chains and restaurants that buy packaged food.

%Source: Ministry of Food Processing Industry




> According to the Indian Food Report 2008, the Indian food processing sector
will receive more than USD 23.5 billion worth of investments over the next
three years.”

> The domestic food retailing market, which is estimated to be approximately
USD 6 billion, accounts for nearly 66 percent of the total Indian retail market.
Currently, less than 1 percent of the food retailing market is organised, which
implies that there exists huge opportunity forinvestment in this segment.

> The Indian government has taken several initiatives to boost investment in
this sector, such as reducing the excise duty on meat, poultry and fish to 8
percent. For 100-percent export-oriented units, the import duty on raw
materials and capital goods has been nullified.

8.3.1 Opportunities

I The domestic processed-food market, at USD 115 billion in FY 2006 is
expected to grow to USD 310 billion by FY 2015

I India aims to increase its share of world trade in this sector from 1.7
percent currently (USD 7.5 billion) to 3 percent by 2015 (USD 20 billion).

I Factors that are likely to fuel rapid growth in demand for processed food in
the domestic market are:

o Changing lifestyles and growth in disposable income

0 Rising double-income families and proportion of women in the
workforce

o Decreasing prices of processed foods, making them more affordable
thereby accessing a much larger market

o Rapid growth in organised retail (> 20% per annum) with a variety of
retail formats being developed

I Estimated investment of about USD 24 billion in the next 8 years

I Major investment opportunities lie in processing milk, sugar, fruit,
vegetables, grain based snacks and marine products

o An estimated 30 percent of new capacity could be added for the
export market

¥Source: Economic Times
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Paper and Pulp Industry

0

The paper and pulp industry is 2.2 percent of the overall manufacturing sector of
the Indian economy. The growth of the paper and pulp industry was estimated to
be 8.3 percent in 2006-07. India currently has 515 units of manufactured paper,
paperboards and newsprint, which makes the country self-sufficient in paper
production. India imports wood and waste paper for its raw material
requirements.

The production capacity of paper in India was 2.45 million tones in 2002-03
(including paperboard). Non-wood raw material constitutes 60.8 percent and
wood-based raw material constitutes 39.2 percent of the total production.

The growth of the Indian paper and pulp industry primarily depends on
government regulations and the demand for paper. The average growth rate of
paper consumption in India is estimated to be 6 percent per annum®. Further, the
demand for secondary paper products such as tissue paper, filter paper, tea bags
and coated papers is also growing continuously. The current per capita
consumption of paper in India is estimated to be 4 kg.

It is estimated that the Indian paper and pulp industry will receive investments of
over USD 2.5 billion in the next three years, leading to an increase in the paper
production by 2 million tonnes.*

The Indian government has prioritised foreign collaboration in the Indian paper
industry and has taken several initiatives, such as 100 percent foreign equity
participation and automatic approval from the RBI, to encourage growth in the
paper and pulp industry. The Indian government also provides various incentives
to paper manufacturers, especially to those who utilise non-conventional raw
material.

The Indian paper and pulp industry constitutes three segments, which includes
forest-based, agro-based and secondary fibers (including market pulp)*

38Source: Metso
%Source: Hindu Business
“OSource: Economy Watch
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Categorisation of the Indian Paper Industry (based on raw materials)
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The Swedish paper and pulp industry has an extremely strong technological
base. Many Swedish paper and pulp companies offer equipment and
technological expertise for enhancing trade opportunities in foreign markets.
Swedish banks, including Swedish Export Credit Guarantee Board (EKN),
finance the Swedish paper and pulp companies to help expand their trade into
this industry.

The paper and pulp industry in Sweden has witnessed a steady growth for
many years. A survey conducted by FAO revealed that the capacity of
Sweden's paper and pulp industry grew to 12.3 million metric tones in 2004, as
compared to 11.4 million metric tonnes in 1999.

Swedish Paper and Pulp Industry: Capacity Growth
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India and Sweden can collaborate in the paper and pulp industry to share technical
= know-how and specialized equipment required for the development of the paper
and pulp industry.”" At the same time, various Swedish companies such as

: . Holmen, Stora Enso Ovi and Svenska Cellulose can target the Indian market for the
-y supply and production of paper and other paper materials.

N o
DOoOiooiorboooim

I FDI up to 100 percent permitted in all activities, except those requiring
industrial licenses

I Opportunities in manufacturing paper products such as filter paper, tissue
paper and medical grade coated paper, which have a high demand in India

I Opportunity to set up a paper and pulp greenfield plant in India
I Technical consulting for the Indian paper industry

I Supplying specialised, new-generation technical equipment to Indian paper
and pulp companies

“Source: Swedwatch
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Renewable Energy and
Environmental Technology Sector

India is both a major energy producer and consumer. It accounts for almost 2.4
percent of the world's total annual energy production.*” During the last Five
Year Plan of 2002-2007, India added electricity generating capacity to the tune
of about 23,000 MW.*

The demand for petroleum products grew at 2.7 percent per annum in the first
four years of the 10" plan (2002-07). The consumption of petroleum products
is expected to rise to 135 million tonnes by the end of the 11" plan, as
compared to 112 million tonnes in 200506. Further, the net crude oil import
saw a major growth of more than 38 percent and reached USD 61.16 billion in
the first 11 months of 2007-08.*

Comparison of Energy Demand (Estimated)

Sources Demand (In MTOE)
2006-07 2011-12

Coal (in MT) 190 254.93
Lignite (in MT) 15.51 22.05
Qil (in MT) 144.58 185.4
Natural Gas (in BCM) 42.7 57.6
Hydro Power (in BKwh) 12.73 18.54
Nuclear Power (in BKwh) 6.04 14.16
Wind Power (in BKwh) 0.35 1
Total Commercial Energy 411.91 553.68
Total Non-Commercial Energy 151.3 170.25

N
10.1.1 Solar Energy

During 2007-08, the Indian Ministry of Non-Conventional Energy Sources
(MNES) was increasingly involved in the utilisation of select photovoltaic
systems to manage the energy crisis. The ministry continued to provide Central

“2Source: Carbon Sequestration Leadership Forum
*Source: World Bank

“Source: Economic Times

Source: Ministry of Non-Conventional Energy Sources
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Financial Assistance for installing Solar Photo Voltaic (SPV) lighting systems,
standalone power plants and new applications of SPV technology.

The ministry sanctioned a total of 63,250 solar home lighting systems, 7,000 solar
street lights and 94,000 solar lanterns to various states and union territories of
which a total of 35,338 solar home lighting systems and 3,121 street lighting
systems were installed by 31 December 2007.

Further, MNES has been implementing a programme on solar photovoltaic water
pumping systems since 1993-94. The ministry is also focussing on implementing
a solar thermal energy demonstration programme. The solar thermal energy
programme supports and promotes the installation of dish and community solar
cookers, solar dryers and solar stills in villages.

10.1.2 Hypdwer And Wunnedr P

India is continuously increasing the installed capacity of hydro power stations to
meet the energy needs of its growing economy. Currently, India has tapped 23
percent or 29,500 MW of its hydropower resources.” Hydro power energy
accounts for 26 percent of the total power generation.* In the 10" Five Year Plan, a
total of 7,862 MW of hydro power capacity was added, thus increasing the total
capacity to 34,131 MW.* India also has the fourth largest installed wind power
capacity inthe world.

10.1.3 Biomass Energy

India is the world's largest producer of cane sugar. The energy potential from
cogeneration is estimated at 19,500 MW, accounting for around 3,500 MW of
power from bagasse-based cogeneration and 16,000 MW of grid quality power
from biomass materials.

QUidibbiidiooUomobromouood

Sweden's energy market is mainly privatised. While India is increasingly utilising
hydro power, it still needs to harness its nuclear energy potential. In comparison,
Sweden has been utilising its nuclear power generating capacities to the
maximum, and has 10 nuclear power reactors providing half of its electricity
needs." Various Swedish companies such as Vattenfall, Birka Energi and E.ON
Sverige AB can find potential investment opportunities in the Indian energy
sector.

*Source: International Association for Small Hydro
*Source: World Bank

“Source: Eco World

* Source: World Nuclear Organization
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Energy Production In Sweden from Different Sources

Energy Poduction

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

B Nuclear Electric Power Generation
M Hydroelectricity Power Generation

Energy Information Administration
S o u r Energy Information Administration
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The Government of India is trying to achieve the following in its 11th Five Year
Plan:

I Increase forest and tree cover by 5 percentage points
I Attain WHO standards of air quality in all major cities by 2011-12
I Clean river water by treating all urban waste water by 2011-12

I Increase energy efficiency by 20 percentage points by 201617
0 0

I Nuclear Power Development: India can utilise Sweden's experience in the
field of nuclear power generation.

I Both nations can collaborate to develop other non-renewable sources such
as baggase, wind and hydro power.

I There are several opportunities to develop liquefied natural gas (LNG)
infrastructure as the estimated demand for natural gas is over 100
MMSCMD.*

I The Government of India plans to install an additional 100,000 MW of
generating capacity by 2012.

I Indian cities offer several opportunities for investment in gas distribution
(PNG and LPG).

I Untapped hydel power in India amounts to approximately 150,000 MW.

“Source: Investment Commission of India




Infrastructure Sector

Doiomooiboroiotoindotobrboooy

The infrastructure industry is an important sector for India as it employs around 31
million people and contributes around 20 percent to the national GDP. The Indian
construction industry is highly fragmented with about 300,000 companies in
operation. Of these, only about 100 are large or medium-sized companies. The
industry is forecasted to grow at 13.9 percent during 2007-2011.%° This growth is
expected to be driven by the government's investment in infrastructure creation
and growth in real estate (residential and industrial sectors). To provide impetus
to the growth of the Indian construction industry, the government has allowed 100
percent foreign equity in this industry.

The industry is experiencing increased polarisation between large and small
players. The top 10 players such as L&T, Gammon India, Patel Engineering Limited
(PEL), Jaiprakash Associates and Hindustan Construction Company (HCC)
account for around 75 percent of the total industrial revenue. Although an
increasing number of small players are entering the market, most of them do not
have the resources to competently bid for big contracts.

The infrastructure industry in India can be further sub-segmented into power,
road, rail, civil aviation, ports and shipping, urban development and real estate.

11.1.dwker

India, with an installed power capacity of GW, has the fifth largest generation
capacity in the world. Its transmission and distribution network is third largest in
the world and covers around 5.7 million circuit kilometres. A majority of installed
power plants in India run on coal, while a significant proportion of plants are run on
other fuels such as hydel, gas, nuclear fuel and renewables. Figure 5 lists the
different types of power plants in India.

Percentage and Types of Installed Power Plants in India

Types of Power Plants in India

m Coal = Hydel = Gas Nuclear Energy = Renewable Sources

Source :Investmenf Commission

50Source: Business Monitor
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The power sector in India has traditionally been controlled by public sector
undertakings and state electricity boards; however, the government has now
started encouraging private investment, especially in generation and distribution.
Some of the steps taken by the government in this direction are the following:

I 100 percent FDI for the companies in the generation, transmission and
distribution of power

I An income tax holiday for 10 years in the first 15 years of operation for
companies involved in the generation, transmission and distribution of
power

I Import duty waiver on the import of capital goods for mega power projects
(above 1,000 MW generation capacity)

11.1.2 Roads

India has second largest road network in the world spanning around 3.3 million
kilometres. The road network in India is pivotal to its economic growth as it
carries around 65 percent of the freight and 80 percent of the passenger traffic
in India. Several projects are underway for the further expansion and
modernisation of the road network in India under national ,initiatives like
National Highways Development Programme, Rural Roads Improvement
Programme, Urban renewal Mission etc.The Indian government has been
encouraging private investment in road construction through various policies
such as

I 100 percent FDI under the automatic route for all road development
projects

I 100 percent income tax exemption for a period of 10 years

11.1.8rt5 and Shipping

India has 12 major ports and 187 minor ports along its 7,517-km-long
coastline. Of the 12 major ports, 11 are run by Port Trusts, while the port at
Ennore is a corporation under the central government. These major ports
handle around 74 percent of the total traffic. In 2006-07, major ports in India
handled around 463 million tonnes of cargo, a 9.5 percent increase over the
previous year. The Government of India has been encouraging private
investments in port infrastructure through favorable policies such as

I 100 percent FDI under the automatic route for port development projects

I 100 percent income tax exemption for a period of 10 years




I A comprehensive National Maritime Development Policy formulated to
facilitate private investment, improve service quality and promote

competitiveness

National Maritime Development Programme is underway with the objective of
modernizing ports sector.

11.1.3 Civil Aviation

India has 454 airports and airstrips; out of these, 16 are designated
international airports. Currently, 97 airports are owned and operated by the
Airports Authority of India (AAl). In 2006-07, Indian airports handled an
estimated 95 million passengers and 1.5 million tonnes of cargo, indicating an
increase of around 30 percent and 11 percent, respectively, over 200506. The
government aims to attract private investment in aviation infrastructure

through favorable policies such as:

I 100 percent FDI permissible for airports; FIPB approval required for FDI
above 74 percent

s,

I 100 percent FDI under automatic route permissible for greenfield airports

I 100 percent tax exemption for airport projects for a period of 10 years

I AAI Act amended to provide legal framework for airport

New Delhi and Mumbai Airports are now managed by private sector.
Hyderabad and Bangalore new Airports are examples of success of private
entrepreneurship. 34 Metro airports are under rapid modernization programme.
New airport projects in Mumbai and New Delhi are on drawing boards.

11.1.5 Urban Development

As per Census 2001, 28 percent of the total Indian population lives in urban
areas, and this figure is expected to reach 40 percent by 2021. Urban areas
contribute around 60 percent of the national GDP. The government has
allocated around USD 12 billion for improving urban infrastructure across 63
cities, under the Jawaharlal Nehru National Urban Renewal Mission
(JNNURM). The key metro cities of Mumbai, Kolkata, Delhi, Bangalore,
Chennai, Hyderabad and Ahmedabad have been allocated 47.5 percent of
these funds. JNNURM focuses on the following activities in the identified

urban areas:

48




! Integrated development of urban infrastructure projects
! Renewal and redevelopment of inner city areas
! Provision of basic services to urban poor

The Government of India has allowed 100 percent FDI under the automatic
route for the development of townships, housing, built-up infrastructure and
projects based on construction and development. Javaharlal Nehru National
Urban Renewal Mission also provides grants/viability gap funding for such
projects.

N 0 A R

The infrastructure industry is among the important sectors in Sweden. The
construction industry in Sweden accounted for around 6 percent of the jobs in
the country in 2003. The growth and productivity in this sector is slower as
compared to those for sectors related to technology and life sciences as these
are labour-intensive sectors.”’ The Swedish construction industry is dominated
by a few major players such as Skanska, NCC, Peab, JM, Veidekke and YIT.

DOinitooboibommmd

The Planning Commission of India has planned to invest around USD 494.43
billion on the infrastructure sector during the 11th Five Year Plan, starting from
2007, of which the private sector is expected to contribute around 30
percent.”

11.3.dwker

I QOver 150,000 MW of hydel power is yet to be tapped in India.
I India requires an additional 70,000 MW of generation capacity by 2012.

I Power costs need to be reduced from the current high of 8-10 cents/unit
by a combination of measures such as lowering the losses, increased
generation efficiencies and adding low-cost generating capacity.

I Large demand-supply gap: The average energy shortfall across India is 9.9
percent and the peak demand shortfall is 13.5 percent.

$'Source: IVA, Royal Swedish Academy of Engineering Sciences
%2Source: Dun & Brad street

49




50

Renovation, modernisation, up-rating and life extension of old thermal and
hydro power plants is required.

Expansion of the transmission network by an additional 60,000 circuit
kilometres is expected by 2012.

Select distribution circles are to be franchised/privatised.

Over US$ 220 bhillion investment opportunities exist in Power sector in
India.

11.3RDdads

The annual growth is projected at 12-15 percent for passenger traffic and
15-18 percent for cargo traffic in India.

Investments over USD 90 billion are required over the next five years to
improve road infrastructure.

Road sector investments are expected to grow at 19 percent per annum.

Highways/Expressways constitute only about 66,000 km (2 percent of all
roads).

The Government of India plans to spend about USD 10 billion per annum on
road developments over the next five years.

The ambitious 7-phase National Highway Development Project (NHDP) is
India's largest road project. Phase Il, lll and IV are under implementation.

Programme for six-laning of about 6,500 km of national highways is
underway.

11.3.8rt%5 and Shipping

Cargo handling at all the ports is projected to grow at 7.7 percent per
annum till 2013-14 with minor ports growing at a faster rate of 8.5
percent as compared to 7.4 percent for major ports.

Traffic at major ports is estimated to reach 793 million tonnes by 2013-14.

Level of containerisation is expected to increase significantly over the
current levels of 15 percent.

Two major government projects are currently underway—Project
“Sethusamundram”, which involves dredging of the Palk Strait in southern
India to facilitate maritime trade, and Project “Sagarmala”, a USD 22 billion




project for the modernisation of major and minor ports.

11.3.4 Civil Aviation

I Investment opportunities of USD 110 billion are envisaged up to 2020 with
USD 80 billion in new aircraft and USD 30 billion in the development of
airport infrastructure.

FRNIPPPPPPY

i | - I Major investments have been planned for new airports and in the upgrade
; of existing airports.

23ii3
252

I A second greenfield airport is being planned at Navi Mumbai, which will
4 be developed through the public-private partnership (PPP) mode at an
; estimated cost of USD 2.5 billion.

[ |2 ,‘:
e
‘ Bt i I Thirty-five city airports are proposed to be upgraded—city-side
gt 'E; i development is expected to be undertaken through the PPP mode where
i G - an investment of USD 357 million is being considered over the next three
i | 11 years.
it < BN
5 p I About 25 regional greenfield/unutilised airports are likely to be bid out for
| 3 private development.

11.3.5 Urban Development and Real Estate

I Investments of more than USD 50 billion would be required in the next five
years to improve and build urban infrastructure.

I There is ample opportunity for private players to partner with Urban Local
Bodies (ULB) in the development of urban infrastructure such as water
supply and sanitation, slum redevelopment, solid waste management and
urban transportation including roads, highways, expressways, mass rapid
transport systems (MRTS) and metro projects.

I Water supply and sanitation in urban areas is expected to attract
investments over USD 30 billion.

I Mumbai is likely to be developed into an international financial centre, with
a thrust on the development of the transportation system. This will also
create a demand for 1.1 million low-income houses by 2015. The
estimated cost of development is USD 40 billion over the next 10 years.

I Mass rapid transport systems (MRTS) planned for many major cities such
as Bangalore, Chennai, Kolkata and Hyderabad are either being freshly
implemented or expanded through the PPP route.
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Small and Medium Enterprises

Dotbioboononnon

Small and Medium Enterprises (SMEs) have developed due to the socio-
economic policies of the Government of India. In 1956, the government
announced the Second Industrial Policy in which SMEs were encouraged and
developed for specific objectives such as contribution to domestic production at
lower investments, increasing export earnings, substitution of imports and
encouraging technology-oriented industries.*

The definition of Micro, Small and Medium Enterprises (MSME) has been

52

changed as pera circular dated 4 April 2007:

Enterprise As per the Earlier Engaged in the
Definition Manufacture,
Production,
Processing or
Preservation of
Goods

Micro Investment in plant and
Enterprise machinery at actual
NIL cost, excluding land and
building, should not
exceed INR 2.5 million

Engaged in Providing
or Rendering Services

Investment in equipment
does not exceed
INR 1.0 million

Small Investment in plant Investment in plant

Scale Unit and machinery not | and machinery at actual cost
to exceed INR 10 excluding land and
million, except for building, is more

than INR 2.5 million
but should not
exceed INR 50 million

specified items
where investments
should not exceed

Investment in equipment
is more than
INR 1.0 million but
does not exceed
INR 20 million

INR 50 million
Medium Investment in plant and Inve§tment in plant Investment in equipment
Enterprise machinery above and maghlnery at actue_ll c_:ost is more than
INR 10 excluding land and building, INR 20 million
million but not is more than INR 50 million but does not exceed
exceeding but should not exceed INR 50 million
INR 100 million INR 100 million

Source: MSME

53DSIR, India (dsir.nic.in)
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MSMEs currently account for around 89 percent of the GDP, and their contribution
in 2007 to the manufacturing and export output stands at around 45 percent and
40 percent, respectively. There has been a marginal increase in the number of
units from 12.8 million units to 13 million units. Further, the number of sick
MSMEs, as reported by the RBI, is said to have decreased from 140,000 in 2006
t0 132,000 in March 2007.%*

SMEs have been established in all the major industries in India such as food
processing; agricultural inputs; chemicals and pharmaceuticals; engineering,
electrical, electronics and electro-medical equipment; textiles and garments;
leather and leather goods; meat products; bio-engineering; sports goods; plastics
products and computer software. The SME sector in India has grown much faster
than the overall economy.

The industry-wise employment generation comparison indicates that the food
production industry provides the maximum employment amounting to 0.48
million, followed by 0.45 million by the non-metallic mineral products industry and
0.37 million by the metal products industry.

Industry-wise Employment Generation by MSMEs

Employment Generation

5% 13.10%

12.20%

49% 10.20%

B Food Products B Non-Metallic Mineal Products [ Metal Products [ Conglomerate Il Others

Source: SSI

Note: The conglomerate includes industry segments such as chemicals and chemical products, machinery
parts, wood products, paper products and printing, hosiery and garments, repair services and rubber and
plastic products, among others, each individually contributing 5-9 percent

goimootrmoonio

The Swedish SME sector is similar to that in India. The Swedish government
focuses on the development of SMEs in order to enhance the quality of jobs,
generate mass employment and provide a conducive entrepreneurial
environment. Sweden, being a member of the European Union, focuses more on
SMEs since it has been included in the European Charter for small companies,

SMERA




which requires the member states to focus on small companies as a major
employment generator.®

SMEs in Sweden are defined as enterprises employing less than 250 employees.
The Swedish government promotes a number of schemes to develop the SME
sector apart from enabling them to increase their exports. The Nutek Report,
'SMEs in Sweden — Structural Change and Policy Development, January 2004',
estimated that 60 percent of the employees in Sweden work in SMEs and a high
number of SMEs are solo companies with only one employee.*®

Dofbioboooioomoo

Since both the countries are increasingly focussed on the growth of SMEs for
increasing employment, exports, foreign exchange reserves and ensuring a
stable GDP growth, cooperation between SMEs can be mutually beneficial for
both the countries. Thus, the two countries can utilise the competitive
advantages of each other.

The Indian government has initiated various programmes and has established
institutes for enabling the growth and development of SMEs. These include the
following:

11.3Natiorsan allhdustiGesp ora(tNdni€a government body

that has initiated many schemes for the growth of small-scale companies. The
corporation has been instrumental in laying the foundation for the first
generation of entrepreneurs by providing the much needed government
support.

11.3CduncidcientadndustRiad e afCIs isa)government
body that contributes to the technological research undertaken in the country.

11.3A3%iand®acifenteairansfeffechnol ¢ CTAJIR
and\ S Ikave collectively formed a strategic alliance to help small-scale
industries in upgrading their technologies.

11.3NAtioReelseanniiDevelopr@emnp oraNdnDplays an
important role in bringing research and SMEs together. NRDC acquires various
technologies generated all across the country, and evaluates and shares them
with SMEs.

55Euro Found
SEuro Found
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About Evalueserve

Evalueserve provides custom research and analytics services to companies
worldwide including Business Research, Market Research, Data & Financial
Analytics, Investment Research, Intellectual Property and Legal Process Services, and
access to a global network of domain experts through Evalueserve Circle of Experts.
The firm was founded by IBM and McKinsey alumni, and has completed over 10,000
client engagements. The firm currently has over 2,200 professionals located in
research centres in Chile, India, China, New York and an upcoming centre in Romania.
Evalueserve's “in-country” Client Executives are located in major business and
financial centres globally from Silicon Valley to Sydney.

The current team comprises highly educated individuals, most of whom have
advanced business or technical degrees and relevant professional experience. The
teamincludes engineers, MBAs, intellectual property lawyers, medical doctors, PhDs,
chartered accountants, statisticians and other top-level professionals from all over the
world. To date, we have worked on over 10,000+ projects in more than 50 native
languages.

Our Credentials Largest, Oldest and Truly Global

| Evalueserve has successfully redefined the global BPO industry by offering
higher-end 'knowledge/research' services in the outsourcing domain. Evalueserve
coined the term Knowledge Process Outsourcing (KPO) in December 2000 to
differentiate itself from BPO companies.

| Evalueserve Circle of Experts has been named the '2008 Top Pick for
Asia/Emerging Market Expert Network' by Integrity Research

| Evalueserve has been awarded the 'Innovation for India Award 2008' by the
Marico Innovation Foundation.

| In 2007, Evalueserve was declared a finalist for the prestigious Global Entrepolis
@ Singapore Award 2007 presented by Wall Street Journal Asia & the Economic
Development Board of Singapore. Evalueserve also emerged as one of the four
“Rising Stars” in a recent report by Outsell, a leading market research and
consulting organization.

| Evalueserve won several awards in 2006, including the Red Herring Asia Top 100
Award, the NASSCOM IT Innovation Award for Business Model Innovation and
the Deloitte Fast 500 APAC Award.

To learn more about us, please visit our website www.evalueserve.com or mail us at
pr@evalueserve.com




About Department of Industrial
Policy & Promotion (DIPP)

The Department of Industrial Policy & Promotion, established in 1995, is responsible
for the formulation and administration of overall Industrial Policy. With the
progressive liberalization of the Indian economy, initiated in July 1991, there has
been a consistent expansion in the role and functions of this Department. From
regulation and administration of the industrial sector, the role of this Department has
been transformed into facilitation of technology and investment flows and
promotion of industrial development in the liberalized environment. The role and
functions of the Department of Industrial Policy and Promotion primarily include:

d- Formulation and implementation of industrial policy and strategies for industrial
development in conformity with the developmental needs and national
objectives in order to make the Indian industry internationally competitive;

0- Monitoring and stimulation of industrial growth in general, and performance of
industries specifically assigned to it, in particular, and guidance in the creation of
an enabling environment, infrastructure, technology transfer / collaborations on
allindustrial and technical matters;

d- Approval of foreign technology collaborations at enterprise level and formulation
of policy parameters for the same, for enhancing productivity, with reference to
international benchmarking;

O+ Formulation of Foreign Direct Investment (FDI) Policy and amendments thereto
as well as promotion and facilitation of direct foreign and non-resident
investment inindustrial and service projects;

O- Association as nodal department for investment-related issues in Bilateral /
Regional Economic Cooperation Agreements;

d- Formulation of policies relating to Intellectual Property Rights in the fields of
Patents, Trademarks, Industrial Designs and Geographical Indications of Goods
and administration of regulations and rules made thereunder;

&- Administration of Industries (Development & Regulation) Act, 1951;

O+ Promotion of Industrial development of industrially backward remote, hilly and
inaccessible areas of the special category States of North-Eastern Region
(including Sikkim), Jammu & Kashmir, Himachal Pradesh and Uttrakhand
through special incentive packages;

O- Promotion of international cooperation through productivity, quality and
technical cooperation;

o- Compilation of data / statistics on Foreign Direct Investment & analysis thereof;
and

o- Compilation of monthly industrial production statistics for use in the construction
of Index of Industrial Production (lIP).

For more information please log on to http://dipp.gov.in/




About FICCI

When Mahatma Gandhi spoke on the occasion of FICCI's 4th Annual Session on
April 7, 1931, he had said, “The industrial classes could even take over the
Congress's reins but on one condition. They should regard themselves as trustees
and servants of the poor.” More than 75 years later, this still holds true for India's
oldest and largest apex chamber of business organizations. The Federation of Indian
Chambers of Commerce and Industry (FICCI), set up in 1927, a by-product of India's
freedom movement, remains committed to the values of inclusive growth, quality,
accountability, promoting business-government-civil society partnerships to
spread ethical business practices in order to enhance the lives of the common
people, while being the prime voice of corporate India in these changing times.

Over the past decades FICCI has become the nodal point for industries of countries
all around the world to interact with Indian businesses and resolve mutual business
issues. It has been fortunate to have hosted all the Presidents and Prime Ministers of
India and heads of state from all over globe, from President Eisenhower to George
Bush, Nikita Khrushchev to Vladimir Putin, Lord Irwin to Gordon Brown. FICCl's
expert committees and task forces, headed by leading industrialists, regularly meet
to deliberate upon issues pertaining to Agriculture, Banking and Finance, Defence,
Environment, Education, Retail, Healthcare, Information Technology, Foreign Trade
among many others, and communicate on behalf of corporate India with the
government. FICCI's international division, comprising Joint Business Councils
(JBCs) with as many as 79 countries, conducts track two diplomatic negotiations
and opens up new business opportunities for Indian businessmen.

The Forum of Parliamentarians, supported by FICCI, seek to encourage inter-
parliamentary dialogue on critical issues and towards enriching bilateral political
equations, and comprises Indo-US, Indo-British, Indo-German, Indo-European
Union, India-Japan, India-Singapore and India-Pakistan fora. Acting as a change
agent, FICCI has contributed significantly to the country's economy by helping
international and domestic trade and facilitating flow of investment into the country.

FICClis headquartered in Delhi with a state-of-the art secretariat which houses 165
economists and MBAs and serves as one of the country's largest think-tanks
providing assistance to the government and industry through constant studies and
surveys. It has branches in major Indian cities and key regions in the world such as
US, UK, Italy, Malaysia, China, Singapore, Thailand and Kazakhstan.
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