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Dear Readers, 
The 2016-17 Union Budget announced recently by Finance Minister Arun Jaitely has been 
viewed by many aviation experts as a mixed bag with more emphasis being given to the 
‘Make in India’ programme. However the biggest gainers of the budget has been the MRO 
and Air India which was allocated Rs.1,713 crore as the national carrier is surviving on 
a bailout package. Although air express sector was completely ignored in the budget, the 
only hope now hinges on the New Civil Aviation Policy…

 Worldwide air cargo demand started the year slowly with only a slight increase in 
volumes recorded, but there was better news from Europe and India. Europe was the 
exception with volume growth of more than 5% outbound and 1.5% inbound. While there 
was good news for European businesses on the demand front, India also offered hope. The 
country’s growth percentages for 2015 were more than double the worldwide average at 
4.1% outbound and 4.7% inbound. For January 2016, year-on-year volume growth reached 
4.4% outbound and 7% inbound. Recently, an India official projected that air cargo demand 
in India would increase from 2.6m tonnes last year to 8.7m tonnes in 2030.

 Meanwhile FIEO has called the Union Budget as a good socio-economic budget and 
said that this will boost exports in long term. FIEO observed that some of the measures will 
have good long term impact on the export sector mainly the announcement to set up 1500 
multi-skilled training institutes and National Board for Skill Development Certification 
(NBSDC) in partnership with industry. “This would address the issue of non-availability of 
skilled manpower for industry. Further, the move to allocate Rs 55,000 crore for road and 
highways shall address the last mile connectivity issues and will help in reducing logistics 
cost of export goods which mostly move by roads in India,” FIEO said.

 Infra also got a boost in the current budget as India will invest as much as Rs.2.21 
trillion in creating and upgrading infrastructure in the next fiscal year, finance minister Arun 
Jaitley said in his budget speech. Calling infrastructure investment the fifth support pillar 
in the transformation of India, Jaitley said the government was speeding up construction 
of new roads and upgrading state highways to national ones. Together with the capital 
expenditure announced for the railways, the total capex outlay for roads and railways in 
2016-17 will be a mammoth Rs.218,000 crore, Jaitley said. “We further expect to approve 
nearly 10,000 km of national highways in 2016-17. This will be much higher than the 
two previous years,” he said. “This is a sign of growth of the economy, but it presents a 
challenge also. Therefore, we have speeded up the process of road construction,” he added.

 The country will get three new dedicated freight corridors, according to the Railway 
Budget 2016, in addition to the Delhi-Mumbai and Delhi-Kolkata freight corridors that are 
due to be commissioned in 2019. The new projects are a North-South corridor, from Delhi 
to Chennai, an East-West corridor from Karaghpur to Mumbai and an East Coast corridor, 
from Karaghpur to Vijayawada. “Given the emphasis on rapid expansion of freight 
business, it is essential to build more dedicated freight corridors for increased traffic with 
consequent benefits for the economy and environment,” Railway Minister Suresh Prabhu 
told Parliament in his budget speech. The projects will be financed through a PPP (public 
private partnership) mechanism and rolled out on a high priority basis, Prabhu said.

 All-in-all, the Union Budget 2016-17 seems have brought cheers for certain quarters of 
the aviation sector, however the larger picture have been missed by the Government, that 
of air freight, air cargo, courier and allied sections. Hope it will be addressed in the New 
Civil Aviation Policy to be finalized soon… 

Best wishes 
R K Saboo
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News

Qatar’s tonnage  
soars in 2015
Despite the fact that worldwide 
air cargo traffic only grew 2.5 
percent in 2015, Qatar Airways 
Cargo managed to increase its 
tonnage by 37.5 percent last year. 
The carrier reported increasing its 
tonnage from 1.1 million tonnes in 
2014 to 1.5 million tonnes in 2015. 
Import cargo to Doha increased by 
29 percent, while ex-Doha traffic 
rose by 10 percent. Transit cargo 
at the Doha hub also ballooned 
by 39 percent in 2015. To assist 
in this growth, Qatar recently 
took delivery of two A330Fs and 
a 747F nose-loader. Three more 
777F’s are scheduled to arrive by 
the end of the year. 

International News
Etihad takes delivery of new 777F 
Etihad Cargo has made good on its plans for expansion by 
taking delivery of a new 777F, the 11th freighter in its fleet. 
At last year’s Dubai Air Show, the carrier announced that it 
would take delivery of two additional freighters this year. The 
two are part of the US$67 billion fleet order that was placed 
in 2013 for 199 aircraft. Both new aircraft will come equipped 
with nine seats allowing Etihad Cargo to carry additional 
grooms as part of its Sky Stables program, which supports 
high value equine movement.  Sky Stables is supervised by 
managers, supported by handling teams both in the air and on 
the ground, with horses currently being moved to destinations 
in Europe, Asia, Africa, Australia and the Americas.

UpS introduces cryogenic  
container option 
Using cryogenic containers, which can keep goods frozen 
at -150°C for 10 days while in transit or storage, UPS has 
launched True Cryo in Europe. Customers will be able to track 
their cargo in real time and intervene if necessary, should a 
problem arise. The cryogenic containers use liquid nitrogen 
stored in dry vapor to keep the products frozen. The service 
is expected to be used by researchers, lab technicians and 
healthcare practitioners, who ship specimens and samples 
that require cryopreservation.

Manufacturers look to asia as  
Engine of Growth
Asia Pacific airlines will need 12,500-to-15,000 new aircraft 
in the coming 20 years, say Airbus and Boeing. This demand 
follows 10 years of rapid industry growth, during which the 
region’s jetliner fleet has doubled in size, from 2,900 aircraft 
to 5,850, with jet operators growing 50 percent in number 
from 150 to 225, according to Boeing’s Current Market 
Outlook (CMO). Meanwhile, capacity has grown annually by 
7 percent as the number of airline routes to, from and within 
Asia has increased by 57 percent, from 2,200 to 3,800. Airbus 
puts Asia Pacific as the region with highest 20-year demand: 
12,600 jet airliners and freighters (including almost 5,000 in 
the coming 10 years), representing about 39 percent of global 
requirements for “close to 32,600” aircraft noted in its 2015-
34 Global Market Forecast (GMF). Boeing projects a world 
demand for 38,050 new commercial aircraft during the next 
20 years.

Emirates SkyCargo 
wins award in India
Emirates SkyCargo has been 
named International Air Cargo 
Carrier of the Year at the 
Economic Times Logistics’ 
Awards in India.  Organised by 
The Economic Times, the awards 
aim to recognise excellence in 
logistics that can set benchmarks 
for the respective industries in 
India. Emirates SkyCargo is one 
of the key facilitators of cargo from 
India and operates stations in 
nine locations, including Mumbai, 
Delhi, Chennai, Hyderabad, 
Bangalore, Cochin, Ahmedabad, 
Kolkata and Thiruvananthapuram. 
In 2015, the cargo leader 
transported over 168,000 tonnes 
of cargo from India.
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Domestic News
Oman air, Cargolux 
introduce two weekly 
cargo flights to 
Mumbai
Oman’s flag career and 
Luxembourg’s cargo airline 
have expanded their 
partnership with the addition 
of two weekly cargo flights to 
Mumbai from March onwards. 
The move is in line with a Joint 
Venture agreement signed 
by Oman Air and Cargolux in 
April last year and follows the 
successful launch of joint cargo 
flights to Chennai. “This will 
enable us to further strengthen 
our presence within the Indian 
market,” said Oman Air official.

amritsar airport’s temporary  
cargo centre lies closed
The temporary perishable cargo centre of Sri Guru Ram 
Das Jee International Airport has been lying closed for the 
past three years after the withdrawal of London-Almaty-
Amritsar flight by British Midland International (BMI) Airlines 
in October 2012. The air transportation offered convenient 
way to deliver baby corns, snow peas, sugar snap, okra 
and other vegetables from Punjab and Himachal Pradesh 
to Europe. Its non-operation of the cargo centre has also 
diminished a good source of revenue for the airport, which 
is incurring huge losses. 

aviation sector in expansion mode
The civil aviation industry is experiencing a ‘new era of 
expansion’, driven by increasing private participation, 
development of Greenfield airports and FDI in domestic 
airlines, the Economic Survey said recently. There has been 
strong growth in traffic at Indian airports during 2015-16, it 
said noting that domestic and international traffic, as well as 
international cargo, increased during April-November 2015, 
over the same period of the previous year. International 
cargo throughout increased by 5.8%, and domestic by 
6.1%, in April-November 2015, as compared with the 
corresponding period of the previous year.

aI may begin air cargo service  
from Surat airport
If things go well, Air India (AI) may begin air cargo service 
from the Diamond City in the next two months. AI is planning 
to replace small aircraft from Surat, including the morning 
CRJ flight between Surat and Delhi and the Mumbai-
Surat flight with Airbus 320 and Airbus 319, looking at the 
cargo potential in Surat and south Gujarat. A team from 
AI’s cargo division visited the city recently and met textile 
and diamond associations and also members of ‘We Want 
Working Airport at Surat’ (WWWAS) for their views on air 
cargo potential.

Delhi metro to start 
cargo services on 
airport Express line
The Delhi Metro Rail 
Corporation (DMRC) has 
decided to start cargo services 
on the Airport Express line 
on an experimental basis 
from March. Cargo services 
for the transportation of non-
perishable/e-commerce items 
will be facilitated through the 
Airport Express line. The DMRC 
has signed a Memorandum 
of Understanding (MoU) with 
a specialised cargo agency 
for the same. The agency will 
utilise the Airport Express line 
for transporting cargo between 
the New Delhi and IGI Airport 
Metro stations on a trial basis 
for three months.
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The Budget has 
delivered a mixed 
bag for the Indian 

aviation sector giving 
clear emphasis 

on ‘Make in India’ 
programme, and also 
pushing to improve 

regional connectivity, 
including rationalizing 

taxation on MRO…

Budget 2016-17  
A mixed bag for Aviation sector 

It was a mixed day for the aviation sector in Budget 
2016-17 as the government’s push to improve regional 

connectivity by reviving 160 airports was negated by a 
hike in excise duty on aviation turbine fuel which will push 
up the price of air travel.

In order to give a boost to regional connectivity, Finance 
Minister Arun Jaitley allocated a sum of Rs 50-100 crore 
to revive 160 non-functional airports across the country. 
“In civil aviation, 160 non-functional airports to be revived 
at a cost of Rs 50-100 crore each and 10 of 25 defunct 
airstrips,” Jaitley said. This will be developed in partnership 
with the state government. Plans to build no-frills, low cost 
airports have already been envisaged in the Draft Civil 
Aviation Policy, Jaitley added.  

Meanwhile the excise duty on air turbine fuel has been 
hiked from 8% to 14%. This will partly remove the cushion 
that airlines were enjoying due to the steep fall in crude oil 
price. “At a time when ATF in India is already costlier than 
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the global price, it goes against the government’s 
objective to make flying affordable,” said 
consultancy firm KPMG. 

Simultaneously, to give a boost to ‘Make in 
India’ programme, finance minister Arun Jaitley 
accepted a long pending demand by the industry 
to rationalise taxation on maintenance, repairs 
and overhaul (MRO). Jaitley announced sops 
include zero service tax on MRO, services, 
simplification of import processes for aircraft 
spares, exemption on customs duty for 
maintenance tools and tool kit and removal of 
the one year window restriction period for using 
duty free parts. 

Civil Aviation Minister Ashok Gajapathy had 
earlier said that the finance ministry has been 
sympathetic to the demand for tax relief to the 
MRO industry. The earlier tax regime meant that 
Indian MROs were 20-30% costlier than those 
abroad, leading even airlines in India to repair 
their aircraft in foreign countries, including Sri 
Lanka and Singapore. The MRO industry in India 
is estimated to be worth $700 million. “Reforms 
in MRO procedure, duty free period and free stay 
period are welcome but bigger relief  in terms 
of zero rating of service tax and infrastructure 
status have been left out,” KPMG said. 

Meanwhile the government reduced budgetary 
allocation to the civil aviation ministry by 17% 
to Rs 4,417 crore from Rs 360.95 crore the 
previous year. Of that amount, state run airlines 
got a grant of Rs 2,065 crore - significantly lower 
than their demand of Rs 4,300 crore.

Bailout for air India
The Union budget for 2016-17 allocated Rs.1,713 
crore to Air India, the state-owned airline which 
is surviving on a bailout package. Air India had 
asked for Rs.3,901.49 crore for the upcoming 
financial year as part of a Rs.30,000-core 
package granted by the government in 2012 to 
revive India’s oldest airline. In the last budget, 
finance minister Arun Jaitley announced a 2% 

hike in service tax, making first and business 
class travel more expensive. Air India was also 
granted Rs.2,500 crore in 2015-16. It finally 
received Rs.3,300 crore. In the last financial 
year, the total Plan allocation for the civil aviation 
ministry was earmarked at Rs.5,360.95 crore 
and non-Plan expenditure at Rs.621.50 crore.

Job Opportunity 
A new study conducted for the Civil Aviation 
Ministry has said a growing civil aviation sector 
can generate at least 9.77 lakh direct and around 
30 lakh indirect jobs by 2035. In a best case 
scenario, it could rise to 11.21 lakh jobs at a time 
the number of passengers are likely to rise to at 
least 876 million, 4.6 times the volume (190.1 
million) last year. The cargo volume is expected 
to increase to 9.16 million tonne from 2.5 million 
tonne at present, while the aircraft movements 
are expected to grow at 8 per cent during 2015-
35 and reach 75.6 lakh in 2035.

The findings are part of a draft report prepared 
by ICRA Management Consultancy Services for 
the ministry, which wanted a comprehensive skill 
gap analysis and formulate a future road map 
for skill development in the sector. “The industry 
is expected to maintain the momentum as the 
outlook for the Indian has been positive owing 
to good Indian GDP growth of 6.5 per cent, 
increase in the middle-class population and 
decrease in global oil prices. The growth in the 
industry will lead to a significant requirement for 
skilled human resources,” it said.



Expressvision    Mar - Apr 20166

Railway Budget 

On the right track
Expanding the freight basket, building terminal capacity to 

improve last mile connectivity and rationalising  
tariffs structures so freight is competitive with other  

modes were some of the policies unveiled  
by Railway Minister Suresh Prabhu

The country will get three new dedicated freight 
corridors, according to the Railway Budget 

2016, in addition to the Delhi-Mumbai and 
Delhi-Kolkata freight corridors that are due to be 
commissioned in 2019. The new projects are a 
North-South corridor, from Delhi to Chennai, an 
East-West corridor from Karaghpur to Mumbai 
and an East Coast corridor, from Karaghpur  
to Vijayawada.

“Given the emphasis on rapid expansion of 
freight business, it is essential to build more 
dedicated freight corridors for increased traffic 
with consequent benefits for the economy and 
environment,” Railway Minister Suresh Prabhu 

told Parliament in his budget speech. The 
projects will be financed through a PPP (public 
private partnership) mechanism and rolled out 
on a high priority basis, Prabhu said.

Indian Railways’ (IR) share of the freight market 
has been declining and the Railway Budget 
includes several measures to address this 
trend, including running time-tabled freight trains 
with credible service commitments by 2020. 
Network capacity constraints have prevented 
the railways from running time-tabled services 
so far but IR will start running container, parcel 
and commodity trains on a pilot basis in 2016. 
Expanding the freight basket, which is highly 



Mar - Apr 2016    Expressvision 7

Railway Budget 

concentrated (10 commodities account for 88% 
of the mix), building terminal capacity to improve 
last mile connectivity and rationalising tariffs 
structures so freight is competitive with other 
modes were among the other policies unveiled 
by Prabhu.

“The 2020 vision of the minister clearly defines 
the special package to improve the freight 
ecosystem in India thus getting fresh revenue 
streams for IR,” according to an industry experts.

India’s first rail-auto 
transportation and logistics hub
Railway Minister Suresh Prabhu in the budget 
also informed Parliament that India’s first rail-
auto transportation and logistics hub will be 
inaugurated in Chennai soon. “To capture the 
automobile traffic, we will soon inaugurate India’s 
first rail-auto hub in Chennai,” Prabhu said.

According to the minister, inadequacy of 

warehousing and transportation facilities is one 
of main reasons that keep potential customers 
away from the railways. “In order to complete the 
chain of transportation, it is proposed to develop 
rail-side logistics parks and warehousing,” 
the minister said. “These logistic parks and 
warehouses would be created in PPP (public-
private partnership) mode to bring the required 
efficiency and investment but also help attract 
greater traffic to the railways.”

The minister predicted a paradigm shift in the 
Indian Railways’ role as a ‘national logistics 
provider’ once the Transport Logistics Company 
of India (Transloc) is formed. “The focus will be 
on providing last-mile connectivity for freight 
business and significant reduction in logistic 
costs. At least 10 goods sheds will be developed 
by Transloc in 2016-17,” the minister disclosed. 
“This push on rail side warehousing would also 
encourage development of cold storage facilities 
on vacant land near freight terminals,” the minister 
added. “The local farmers and fisherman would 
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be given preferential treatment to use these 
facilities. A policy in this regard would be issued 
in the next three months,” the minister concluded.

Service tax on shipping 
companies importing goods
Meanwhile in a bid to discourage imports of 
goods, Finance Ministry Arun Jaitley in Union 
Budget for financial 2016-17 (Apr-Mar) has 
announced imposition of 14% service tax 
on services provided by domestic shipping 
companies transporting goods from outside 
India.

“The service tax on services provided by 
shipping companies by way of transportation of 
goods by a vessel from outside India up to the 
customs station in India will be 14% with effect 
from 1 June, 2016,” said the Budget. However, 
industry officials are of the view that though the 
move is directed towards discouraging imports, it 
will mainly impact the logistics sector and largely 
the end-user division as shipping companies will 
be simply passing on this cost.

Shipping Corporation of India, Mercator and 
Great Eastern Shipping among others are 
some of the top domestic shipping companies. 
Meanwhile, shipping companies engaged in 
export assignments will be allowed the input tax 
credit, a move to encourage export of goods, one 

of the crucial parts of ‘Make in India’ initiative 
kick-started by the government.

“Services provided by Indian shipping lines 
by way of transportation of goods by a vessel 
to outside India being zero rated with effect 
from 1 March, 2016,” said the Budget. “The 
move pertaining to input tax credit is in line 
with industry expectations as it will improve 
competitiveness of Indian flag companies as 
against the foreign flag vessels,” said an official 
from Shipping Corporation of India.

Keeping the heavy balance sheets and drying 
top lines of domestic shipbuilding companies in 
mind along with the future prospects for them 
to attract orders mainly from the navy and 
defence division, the budget has exempted 
the shipbuilding company from excise 
duty on capital goods and spares thereof,  
raw materials, parts, material handling 
equipment and consumable for repairs of 
ocean-going vessels.

“This move is going to make shipbuilding 
more competitive and shipping companies 
will be encouraged to place orders or repairs 
with domestic repair units,” said officials form 
the shipping industry. “This kind of a change 
will have a positive impact on the shipbuilding 
industry from the medium-to-long term 
perspective,” the officials added.

The coastal shipping industry, however, 
remained disappointed as no incentive 
schemes were announced for this segment. 
“There was absolutely nothing for the coastal 
division. When the ministry is planning to make 
a shift of transportation from road to sea and 
can even announce a slew of measures for the 
road sector, is unable to do anything for the 
coastal division which is supposed to be the 
cheapest mode of transport,” said an official 
from a shipping firm. “We are disappointed 
with this budget. The sector has been looking 
for incentives as the Centre had promised to 
provide incentive of Rs.3,000 per car to those 
using coastal route,” the official added. 
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India to the rescue
India and Europe the bright spots in difficult start to the year 

seems to be working wonders for the air cargo which has 
witnessed sluggish growth in the last couple of months…

Worldwide air cargo demand started the 
year slowly with only a slight increase in 

volumes recorded, but there was better news 
from Europe and India. WorldACD, in its monthly 
market analysis, said there was little to cheer in 
January as global air cargo volumes increased 
by just 0.3% compared with a year earlier. On 
the yield front, there was a year-on-year decline 
of 16% in January.

WorldACD said: “Europe was the exception, 
just as it was in the second half of last year, 
with volume growth of more than 5% outbound 
and 1.5% inbound. Although Asia Pacific as 
a region hardly grew; its business to and from 
Europe thrived.” While there was good news for 
European businesses on the demand front, India 
also offered hope. WorldACD said the country’s 
growth percentages for 2015 were more than 
double the worldwide average at 4.1% outbound 
and 4.7% inbound. For January 2016, year-on-
year volume growth reached 4.4% outbound and 
7% inbound.

“The UK is still India’s most important outbound 
market, but its dominant position is dwindling,” 
said WorldACD. “The top inbound markets of Hong 
Kong, Germany and China East strengthened 
their position with double-digit growth figures: 
the latter two even managed over 20% year-on-
year growths in January. Importantly, there is a 
good overall balance between India outbound 
and inbound,” WorldACD said. 

WorldACD said: India’s General Sales Agents 
(GSAs) saw their outbound business grow in 
line with the market in 2015, while the top-five 
GSA’s increased their market share from 60% 
to 70% (the top-10 from 80% to 90%), making 
life more difficult for the smaller GSA’s operating 
in India. The same could not be said for India’s 
top forwarders. Their market share was already 
smaller in India than worldwide, and it decreased 
further in 2015. Whereas the top-five forwarders 
only lost 0.1%, their share going from 14.6% 
to 14.5%, the five next biggest forwarders lost 
a larger part of the market, as their share went 
down from 10.5% to 9.9%.
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India’s air cargo to grow by 180%
In the next 15 years, the air cargo industry in 

India is expected to grow by more than 180 

percent, while manufacturing will rise 14 percent 

by 2022, according to the latest estimates by 

government officials speaking at the Air Cargo 

India event that concluded recently in Mumbai.

Renu Singh Parmar, senior adviser at the 

country’s Ministry of Civil Aviation, estimated 

that India’s air cargo throughput would rise from 

2.6 million tonnes in 2015 to approximately 8.7 

million tonnes by 2030, necessitating an urgent 

need to improve supply chain logistics and 

airport infrastructure across the subcontinent.

Parmar said: The Indian government’s ‘Make 

in India’ campaign is expected to increase 

manufacturing’s share of the country’s GDP 

from the current 15 percent to about 25 percent 

over the next six years - a goal toward which 

the government has already made significant 

progress. For instance, India’s air cargo industry 

has been granted a ten-year tax break for any 

infrastructure improvements made at an airport. 

In addition, the industry has made a strong push 

to adopt paperless air waybill technology, create 

free-trade zones; build new warehouses and 

streamline customs processing procedures via 

its 24/7 Customs operations to help improve the 

cargo flow at airports.

In 2014, India increased the foreign direct 

investment caps on airfreight operations to 49 

percent without government approval and 74 

percent if government approval was sought, 

Parmar said. “The civil aviation policy is a very 

forward policy in the search for air cargo, which 

will also help make the prime minister’s ‘Make in 

India’ dream come true,” Parmar added.
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air cargo  
crucial to  
Indo-africa trade 
The session titled “Indo-Africa 

Trade Link – Value Waiting to be 

Unlocked,” majorly focused on the growing trade 

and investment relationship between India and 

Africa. The session was part of the sixth edition 

of Air Cargo India event. 

Sanjeev Gadhia, CEO of Astral Aviation, an all-

cargo airline in Kenya said: “In the last few years 

we have actually seen a lot of shipments coming 

in from India and we’re very optimistic that the 

growth of trade between India and Africa is to 

increase, with the statistics clearly indicating the 

same; however, we still feel that there is room for 

growth.” Astral Aviation sees a lot of shipments 

coming in from India like pharmaceuticals, e- 

commerce products and automotive parts into 

its Nairobi hub.

“We are also seeing a lot of political initiatives 

like the Indo-Africa Summit held last October in 

India, where African heads of state were invited 

to look at the opportunity of trading investments. 

It’s only a matter of time that India and China will 

be at the same level when it comes to investment 

and trading into Africa,” Gadhia said.

Air Djibouti, the flag carrier 

of Djibouti, is building the 

biggest free trade zone this 

year which will provide countries 

like India with an easy access to 

the African market. “One of the first 

places that we plan to fly is to Mumbai because 

we understand the trade between India and 

Africa is on the rise, though there is quite a big 

gap to be filled with the Indo-Africa trade being 

currently valued at $70 billion a year as opposed 

to $200 billion between Africa and China,” said 

Air Djibouti official. The airline has successfully 

launched cargo operations in August 2015 and 

is soon going to launch passenger services in 

July this year.

Africa plays a crucial role in India’s growth, this 

is reflected in the fact that bilateral trade has 

multiplied manifold in the last decade, while 

Indian companies are displaying rising interest in 

investing in Africa. “India is a very strong trading 

partner with South Africa. When talking about 

exports from South Africa, India is at number 

four and imports from India to South Africa 

stands at number nine. We are talking numbers 

with a value of $5 billion,” said an industry expert 

from South Africa.
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A shot in the arm! 
A slew of measures announced by FM Arun Jaitley for the 

pharma industry is likely to benefit Indian and global pharma 
companies in the long run…

Indian and global pharma companies are set 
to benefit from the Union Budget 2016.  The 

budget which was tabled by Finance Minister 
Arun Jaitley announced for a 10 per cent tax 
rebate on earnings from global medicines patent 
filings. This move of tax rebate may help pharma 
giants like Sun Pharma, Dr Reddy’s, Wockhardt, 
Lupin and Cipla who are expanding their global 
business through new patents.

Jaitley in his budget speech at the Lok Sabha 
said: “I propose a special patent regime 
with 10 per cent rate of tax on income from  
worldwide exploitation of patents developed 
and registered in India”.  Meanwhile domestic 
pharmaceutical manufacturers, especially small 
and medium enterprises were ignored by FM 
Jaitley. Earlier around 8,000 pharma SMEs had 
requested for soft loan of 5% interest rate with 
a two-year holiday period and seven-year of 
repayment period.

Pharma experts believe that the Government 
now needs to act hard on the healthcare sector 
which is in urgent need of funds to improve their 
infrastructure and skills set to increase positive 
results. Also availability of cheap medicine will 
help the pharma industry to launch new drugs 
and explore the market while expanding the 
existing ones. 

Tax incentives to impact r&D 
A significant cut in tax incentives for Research 
& Development (R&D) announced by Finance 
Minister Arun Jaitley in the Union Budget for 
2016-17 is likely to impact pharmaceutical sector 
adversely and may force some multinationals to 
shift their research activities to outside of India, 
according to industry experts.

In his Budget speech, Finance Minister outlined 
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that the weighted deduction on R&D spend would 
be reduced from the present 200 per cent to 150 
per cent in the financial year 2017-18 before 
further cutting it down to 100 per cent from the 
year 2020.  “This is one of the biggest concerns 
for pharmaceutical sector because companies 
may not be willing to invest in R&D in the country,” 
according to pharma experts, adding that there 
would be chances of multinationals shifting their 
R&D operations from India to other countries 
where such sops were on offer. 

pharma sales to soar
Pharmaceutical sales in India is expected to 
rise by 14.4 per cent to $27 billion in 2016 from 
last year, but the life sciences and health care 
industry is up against challenges such as quality 
management and meeting global standards, 
consultancy firm Deloitte said in a report.

According to the report, titled ‘2014 Global Life 
Sciences Outlook’, pharmaceutical sales in India 
stood at $22.6 billion in 2012, which is expected 
to rise to $23.6 billion in 2013. “As a per cent of 
health care expenditures, pharmaceutical sales 
were 22.6 per cent in 2012; they are expected to 
reach 23.6 per cent in 2013 and 27 per cent by 
2016,” the report said.

Despite the exponential growth, the report 
said, India’s life sciences and health care 
industry still faces challenges. “The outcome of 
new product patents, drug price control, poor 
regulatory enforcement, inadequate health care 
infrastructure, shortage of skilled workforce, 
increasing patient expectations, ever-changing 
technology, and quality management and 
conformance to global standards act as critical 
barriers in delivering products and services in a 
sustainable manner,” Deloitte said.

India is among the top five emerging pharma 
markets and has been posting double digit growth 
on account of several socio-economic factors, 
including increasing sales of generic medicines, 
continued growth in chronic therapies, and a 
greater penetration in rural markets, it said. 
“Other growth drivers are heightened health 
awareness, increasing affluence, changing 
lifestyles resulting in higher incidence of lifestyle 
diseases, increasing government expenditure 
on health care, and a nascent, yet fast growing 
health insurance industry,” the report added.

In addition, the nation’s low cost of production 
and R&D boosts the efficiency of pharmaceutical 
companies and its comparative cost advantage 
enhances pharma exports, it added.
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Road to 
success
Total capital expenditure outlay for infrastructure during the 

fiscal will be Rs.221,246 crore, with rural infra and port sector 
given special priority in the current budget 

India will invest as much as Rs.2.21 trillion in creating 
and upgrading infrastructure in the next fiscal year, 

finance minister Arun Jaitley said in his budget speech. 
Calling infrastructure investment the fifth support pillar in 
the transformation of India, Jaitley said the government 
was speeding up construction of new roads and upgrading 
state highways to national ones.

Together with the capital expenditure announced for the 
railways, the total capex outlay for roads and railways in 
2016-17 will be a mammoth Rs.218,000 crore, Jaitley 
said. “We further expect to approve nearly 10,000 km of 
national highways in 2016-17. This will be much higher 
than the two previous years,” he said. Total capital 
expenditure outlay for infrastructure during the fiscal will 
be Rs.221,246 crore, he said. In 2015, India awarded the 
highest number of road projects by length and produced 
the highest number of motor vehicles, Jaitley said. “This is 
a sign of growth of the economy, but it presents a challenge 
also. Therefore, we have speeded up the process of road 
construction,” he added.

rural Infra
Focussing on rural infrastructure, the budget has allocated 
Rs 19,000 crore under the Pradhan Mantri Gram Sadak 

Infra gets a big boost in 
State budget
The Maharashtra Government, 
which presented the State Budget 
2016-17 on March 18, gave a big 
boost to infrastructure projects. The 
budget indicates a mega boost for 
metro projects and allocated Rs. 180 
crore for Pune-Nagpur Metro. The 
Mumbai metro line 3 received funding 
of Rs. 90 crore in the budget. The 
Maharashtra Government plans to 
build 3924 km roads in the state for 
better transportation and connectivity. 
The budget also allotted an amount of 
Rs. 4,500 crore for road development. 
It also plans to construct a link road 
from Bhiwandi to Shil Phata with 
an investment of Rs. 40 crore. The 
government plans to build 2 and 4 
lane roads with a total investment of 
Rs. 550 crore. The budget has also 
dedicated funds to develop Smart 
villages in the state.
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Yojana to connect remaining 65,000 habitations. 
It allocated Rs 55,000 crore in the budget for 
roads and highways and it is proposed to be 
further top this up with additional Rs 15,000 
crore to be raised by NHAI through bonds. Along 
with PMGSY (Rs 19,000 crore), the allocation 
for the development of roads is Rs 97,000 crore 
during 2016-17.

If the capital expenditure of the Railways is 
clubbed with the investments in the roads sector, 
together it adds up to Rs 2,18,000 crore, a 
major boost for the infrastructure. The Finance 
Minister said 10,000 km of national highways 
are expected to be implemented during 2016-17. 
And the current pace of construction of roads is 
pegged at 100 km a day. In addition, to augment 
infrastructure spend, the government expects to 
permit mobilisation of additional Rs 31,300 crore 
by NHAI, PFC, REC, IREDA, Nabard and Inland 
Waterways Authority through raising of Bonds.

port Sector
In the port sector, the Finance Minister 
mentioned the Sagaramala project which has 
already been rolled out and the need to develop 
new Greenfield ports. Mentioning about the 

need to work on national waterways, he said Rs 
800 crore has been provided to support these 
initiatives. The FM outlined plans to address 
the Civil Aviation Sector by reviving unserved 
and underserved airports. Some 160 airports 
and airstrips have been identified to be under 
the State Governments which can be revived 
at an indicative cost of Rs 50 to Rs 100 crore 
each. It is proposed to amend the Motor Vehicles 
Act to open up the road transport sector in the 
passenger segment. 

Infrastructure & Investment 
 Total investment in the road sector, including 
PMGSY allocation, would be Rs 97,000 crore 
during 2016-17. 

 India’s highest ever kilometers of new 
highways were awarded in 2015. 

 To approve nearly 10,000 kms of National 
Highways in 2016-17. 

 Allocation of Rs 55,000 crore in the Budget 
for Roads. 

 Additional Rs 15,000 crore to be raised by 
NHAI through bonds. 

 Total outlay for infrastructure – Rs 2,21,246 
crore. 
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India high on 
exports

The measures announced in the Union Budget will have 
a long term impact on the export sector, mainly the 

announcement to set up 1500 multi-skilled training institutes 
and NBSDC in partnership with industry…

The apex exporters body Federation of Indian 
Export Organizations (FIEO) has called Union 

Budget 2016-17 as a good socio-economic 
budget and said that this will boost exports in 
long term. Reacting on the Union Budget 2016-
17, FIEO welcomed the measures announced by 
the Government to improve the socio-economic 
scenario of the nation. 

FIEO observed that some of the measures will 
have good long term impact on the export sector 
mainly the announcement to set up 1500 multi-
skilled training institutes and National Board 
for Skill Development Certification (NBSDC) in 
partnership with industry. “This would address 
the issue of non-availability of skilled manpower 
for industry. Further, the move to allocate Rs 
55,000 crore for road and highways shall address 
the last mile connectivity issues and will help in 
reducing logistics cost of export goods which 
mostly move by roads in India,” FIEO said.

FIEO pointed out that the other measures like 
revival of SEZ by extending benefit of Section 
10AA to new SEZ Units commencing activity 
before 31.3.2020, increasing turnover limit under 
Presumptive Taxation Scheme to Rs 2 crores, 
lowering Corporate Tax for companies with 
turnover not exceeding Rs 5 crores, abolishing 
13 Cesses and amendment in Notification 
relating to Advance Authorizations/DFIA to 
provide exemption of safeguard duty will provide 
relief to large segment of exports. 

FIEO also welcomed measures for ease of doing 
business like reducing litigation procedures, 
Customs Single Window Project at major ports 
and airports, deferred payment of customs 
duties for importers/ exporters with proven 
track record, amendment in Companies Act, 
use of technology and amending provisions 
regarding higher rate of TDS for non-residents 
in absence of PAN. However, FIEO observed 
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that no immediate measures are seen in the 
budget which can help revive the export downfall 
except the announcement to widen the scope of  
duty drawback.

relief for MSME tax payers 
In a major push for micro, small and medium 
enterprises (MSMEs), Finance Minister Arun 
Jaitley has proposed big relief for MSME tax 
payers in Union Budget 2016. The minister 
proposed to increase the turnover limit of tax for 
MSMEs from Rs 1 crore to now Rs 2 crore in 
this budget. Jaitley announced incentives for new 
manufacturing companies and relatively small 
enterprise companies.

FM has increased allocation of Rs.1,80,000 crore 
under PM MUDRA Yojana. Jaitley said startups 
generate employment, bringing innovation and 
are expected to be key partners in ‘Make in 

India’ programming. “I propose to assist their 
propagation through 100 per cent deduction 
of profits for three out of the five years for 
startups set up during April 2016 to March 2019.  
MAT will apply in such cases,” he said. Jaitley 
added that capital gains will not be taxed if 
invested in regulated, notified fund/s and by 
individuals in notified startups for which they 
hold majority shares.

pharma, garments top exports 
Motor vehicles, pharmaceutical products, ready-
made garments, handicrafts, spices, tea, coffee 
have helped India’s merchandise exports stay 
above the $250-billion mark. India’s exports may 
be battling its worst crisis in years, but a few 
sectors have stood out as bright spots. Motor 
vehicles, pharmaceutical products, ready-made 
garments, handicrafts, spices, tea, coffee have 
helped India’s merchandise exports stay above 
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the $250-billion mark. Petroleum and jewellery 
exports, which have a majority share in India’s 
total export basket, imports a substantial chunk 
of the raw material used.

Among non-petroleum sectors, pharma products 
increased their share from 3.5% in 2013-14 to 
5% in 2015-16 (till November 15) in India’s export 
basket. In value terms, exports rose 11.4%. 
Export of ready-made garments grew 12.3% in 
2014-15 and 2.4% in 2015-16 (till November 15) 
in value terms compared to the previous years. 
The segment currently has a 5.1% share in 
India’s export basket. “Pharmaceutical exports 
being less elastic to economic slowdown could 
be a reason for its growth. Incidentally, the US is 
the largest destination for India’s pharma exports 
(33% share) and also ready-made garments 
(21% share),” according to CRISIL.

Handicrafts, spices, tea and coffee have also 
shown a healthy growth of 4.6%, though they 

don’t have a substantial share in overall exports. 
Another silver lining as far as India’s exports are 
concerned is services. India’s services export 
is showing positive growth -- from $56 billion 
in 2014-15 (April-November) to $96 billion in 
2015-16 (April-November). The numbers show 
that exporters have realised the importance of 
exploring new markets and products to counter 
the slowdown.
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The fifth edition of India 
Aviation 2016 was held 
in Hyderabad in mid-

March with a focus on 
developing the country 
as a MRO hub, bringing   

together airline promoters, 
chief executives and 

bureaucrats…

India 
Aviation 2016 
sets new 
standards 
The Indian Aviation 2016 themed ‘India’s 

Civil Aviation Sector: Potential As Global 
Manufacturing and MRO Hub’ saw who’s-who of 
the industry, including biggest airlines from the 
Gulf, i.e. Emirates, Etihad Airways and Qatar 
Airways, as these companies marked a presence 
for the first time in the biennial show.

While inaugurating the ‘India Aviation 2016’, 
a mega civil aviation expo and conference, at 
Begumpet airport, President Pranab Mukherjee 
suggested enhancing civil aviation infrastructure 
by building new greenfield airports to not only 
cater to ‘phenomenal’ rise in passenger and 
cargo traffic, but also to connect tier 2 and 3 
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cities, especially in Northeast.

Mukherjee noted that India still lags behind in 
terms of per capita air travels when compared 
to other countries. “It is estimated that India shall 
require about 800 aircraft by 2020 to cater to the 
phenomenal increase in air passenger and freight 
traffic. The supporting aviation infrastructure 
has to be suitably upgraded by building new 
Greenfield airports, expanding existing airports 
and upgrading facilities for maintenance, repair 
and operations,” he said.

Despite rapid growth of civil aviation industry in 
the country, ‘several tier 2 and tier 3 cities of India’ 
still remain unconnected or are inadequately 
connected with the national grid”, the President 
said. “With the existing economic centres reaching 
a saturation point, business activities are bound 
to move to newer destinations. Northeastern 
states still lack adequate air connectivity due to 
paucity of civil aviation infrastructure,” he said. 
“The deeper the air penetration to smaller cities, 
better the connectivity to Northeastern part of 
India,” he said. 

Etihad showcases two  
newest aircraft
Etihad Airways showcased two of its newest 
aircraft - a Boeing 787 passenger jet and Boeing 
777 freighter - at the India Aviation Show. 
“Our new Boeing 787 passenger aircraft and 
Boeing 777 freighter provided visitors with an 
opportunity to see firsthand the latest additions 

to our fleet. With our equity partner Jet Airways 
exhibiting, our combined presence and strength 
demonstrates the prominence we give to the 
rapidly developing Indian market,” said Etihad 
Airways official.

India is one of Etihad Airways’ key markets with 
175 scheduled passenger flights each week 
being operated across 11 cities from airline’s 
Abu Dhabi hub. With its strategic partner,  
Jet Airways, Etihad has a combined 254 
weekly flights between Abu Dhabi and 15 cities  
across India.

NCap to be delayed
Speaking on the sidelines of the India 
Aviation-2016 event, Civil Aviation Secretary R 
N Choubey said, the new civil aviation policy 
(NCAP) is expected to be finalised early next 
financial year with the government still working 
on certain issues including those related to the 
5/20 international flying norm. 

The draft policy was unveiled in October last year 
and after extensive consultations with various 
stakeholders, some issues are still being sorted 
out. The ministry plans to finalise the Cabinet 
note for the policy by the end of this month 
after sorting out certain issues, Choubey said. 
The policy was expected to be finalised in the 
current financial year as certain proposals were 
to be implemented from April 1, 2016. He said as 
many as 15 variations are being looked at with 
respect to the 5/20 rule.




