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India’s Project Exports: Remarkable Dynamics and Tremendous
Potentiality

1. Introduction

Project Exports is not only a vital source of foreign exchange for the country
but also a reflection of a nation's technological prowess and industrial
capability. India has been actively involved in project exports.

Project exports comprises of overseas projects1 contracted in Civil Construction
Projects; Turnkey Projects including engineering, procurement and
construction (from concept to commissioning) and essentially includes civil
work/construction and all supplies specific to these turnkey projects; Process
and Engineering Consultancy services; and Project Construction Items
(excluding steel and cement) Construction Engineering Products (Fittings &
Fixtures/ Materials), Construction Equipments & Accessories, Other Project
Goods.

Project Exports at a Glance (USD Million)

Value of Project Exports 4436.19 5493.04 5014.9 8146.7 801.53
Growth Rate (%) - 23.82% -8.70%  62.45% -

Source: Compiled by PHD Research Bureau; Project Export Promotion Council of India

The volume of project exports witnessed a remarkable and unprecedented
jump from USD 5.01 billion in 2015-16 to USD 8.15 billion in 2016-17. In terms
of percentage growth, Project Exports showed a significant growth of 62.44%
in 2016-17 as compared to 2015-16.

An important aspect of Indian project exports is that it is concentrated in
certain pockets of the world and there is need to increase its geographical
spread. Despite this, Indian project exporters have executed a variety of
projects in diverse sectors.

! Project Exports Promotion Council of India, Ministry of Commerce and Industry, Government of India
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The main markets for the Indian process and construction engineering
contractors and consultants are Asia, SAARC, Middle East, Africa, Russia, CIS,
Europe, and Latin America. Most of the projects preferred by the Indian
companies have been those funded by the multilateral funding agencies, i.e.
World Bank, Asian Development Bank, African Development Bank among
others.

The projects secured by Indian companies covered a range of works related to
all kinds of civil engineering and industrial activities, such as dams,
hydroelectric and thermal power plants, industrial plants, utility buildings,
large scale oil and natural gas pipelines, petrochemical refineries and
complexes, motorways, tunnels and bridges, seaports and airports, large-scale
housing projects, high-rise and prestige buildings, hotels and tourist resorts
etc.

Various Project Export Categories by India at a glance

Project Export
Category

Development Sectors

Sub-sectors

Construction Engineering Projects

Agriculture & Natural
Resources

Fisheries, Industrial crops & Agro Industries,
Irrigation and rural development

Energy

Electric, Natural Gas and Oil, Thermal and
others

Social Infrastructure

Education, Health & Population, Urban
Development & Housing, Water Supply &
Sanitation

Transport &
Communication

Roads & road Transport, Ports and Shipping,
Railways

Environment

Industry

Multi-sector

Consultancy

Turnkey/
Engineering
Projects

Metals & Minerals

Food & Agro Processing

Energy

Industry-Chemicals/Petrochemicals-fuels, fertilizers,
drugs/pharmaceuticals etc.

Textiles

Transport & Telecommunications

PHD Research Bureau
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Miscellaneous

Consultancy

2.

Issues and Challenges

Project exports from India have displayed a satisfactory performance, in terms

of cost effectiveness, application of technical expertise and timely delivery of

quality products and services. However, due to some longstanding issues the

area faces major challenges in touching its true potential.

Competition from China: Middle East has been the primary market for
Indian project exports, with a share of 75 - 85% to the total project exports
basket. However, in the recent years, the demand has fallen due to falling
oil prices, security issues and civil unrest in the Middle East. Therefore, India
has to shift towards the second-best prospects like South Asian Association
for Regional Cooperation (SAARC) and Cambodia, Laos, Myanmar and
Vietnam (CLMV) regions.

However, incentives for exports to South Asian Association for Regional
Cooperation (SAARC) under Merchandize Export from India Scheme (MEIS)
are zero. This scheme needs to be revised for project exports and co-
ordinated support from different government departments could be
provided to counter the Chinese competition in these markets.

Stringent Non-Tariff Barriers: Various non-tariff barriers such as high visa
fees and non-issuance of multi-entry visa for longer periods to project
implementation and commissioning professionals have been the major
impediments in areas like EU, Africa among others. Unlike export of
commodities, project exports have a longer execution and realization
period. Therefore, it is imperative to have multi-entry visa for personnel
employed by Indian project exporters.

Convoluted procedural and documentation factors: Engineering
procurement and construction (EPC) contractors undertake turnkey jobs,
and project exports are a combination of goods and services. Therefore,
analyzing the projects in executing turnkey contracts is generally not
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possible since the value of the contract is on a lump sum basis. Hence,
under project exports, there is a need to consider giving incentives based
on both supply of goods and services.

3. Growth prospects and opportunities

Project Exports from India holds tremendous potential on the back of highly
effective and efficient technological capabilities and human capital. Indian
expertise in petrochemicals, water, power, cement, paper, transport, agro-
industries, civil and construction works and management offers a big
opportunity in terms of project exports, especially in regions like Africa and
Middle East.

Further, the West and Central Asian markets offer immense scope for projects
exports including execution and management of civil and construction related
works. These regions include countries like Malaysia, Thailand, Indonesia,
Afghanistan, Armenia, Azerbaijan and Bahrain. India should also eye for
Multilateral funded projects such as UN, World Bank, ADB among others in
countries like Vietnam, Laos, Cambodia, and African region among others.

4, Conclusions and Suggestions

e |t is highly imperative to streamline the operational guidelines for project
exports in various countries. For example, Africa issues multi entry visas,
but it is only for 3 months. Given the huge potential for Indian project
exports in Africa, we need to consider the possibility of including award of
visa for workmen and officials of Indian contractor executing the projects
on priority basis in the agreement for Lines of Credit signed with foreign
governments.

e Since it is not always possible to segregate products and services in an
Engineering Procurement and Construction contract, it is very difficult for a
project exporter to claim Services Export from India Scheme (SEIS) benefits
and they often relinquish the incentives instead of investing time and
resources in the process of claim. Project exports being a separate category
by itself, separate scheme needs to be devised for it.

PHD Research Bureau 5
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In this highly globalized world, it is essential that prospects of project
exports should also be considered while negotiating Free trade agreements
and Regional Trading agreements with other countries and such
negotiations should also help in greater ease in movement of natural
persons to execute India’s projects abroad.

There is need to enhance project exports to African region through rupee
trade. African countries offer abundant natural resources, viz. oil, gas, coal,
minerals and agro products like pulses, which are greatly required by India.
During 2015-16, 37 contracts amounting to INR 66.1 billion covering 17
countries in Africa were secured by Indian exporters.

In turn, they have huge requirement for infrastructure projects viz. road,
railways, port development, power, mass housing and hospitals. Payment in
terms of rupee should be focused upon through designated Indian Banks
and further export benefits should be garnered to Indian companies for
undertaking such project exports.

There is a need to prioritize and finance strategic infrastructure projects
that provide visibility and long-term sustainability for financing and projects
that provide positive externality for Indian business and encourage other
countries to set-up some multimodal projects that would integrate and
develop the entire region. There is a need to leverage Indian assistance and
also co-finance infrastructure projects in developing and under-developed
countries with other international funding agencies.

In case project exports are declared by the company in the shipping bill,
then the bill is considered as “free shipping bill” in the absence of specific
HS code and the export is not qualified for any incentives. A code needs to
be given for punching before filing a shipping bill which would enable the
system to identify that this particular shipment is being made for project
exports. Once this facility is available to project exporters, they would be
encouraged to use more Indian goods in overseas projects as the incentives
would be available.

PHD Research Bureau 6
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Disclaimer

“India’s Project Exports: Remarkable Dynamics and Tremendous Potentiality” is prepared
by PHD Research Bureau to analyze the significance of Project Exports in India. This study
may not be reproduced, wholly or partly in any material form, or modified, without prior
approval from the Chamber.

It may be noted that this book is for guidance and information purposes only. Though due
care has been taken to ensure accuracy of information to the best of the PHD Chamber’s
knowledge and belief, it is strongly recommended that readers should seek specific
professional advice before taking any decisions.

Please note that the PHD Chamber of Commerce and Industry does not take any
responsibility for outcome of decisions taken as a result of relying on the content of this
book. PHD Chamber of Commerce and Industry shall in no way, be liable for any direct or
indirect damages that may arise due to any act or omission on the part of the Reader or
User due to any reliance placed or guidance taken from any portion of this book.

Copyright 2018
PHD Chamber of Commerce and Industry

ALL RIGHTS RESERVED.

No part of this book including the cover, shall be reproduced, stored in a retrieval system, or
transmitted by any means, electronic, mechanical, photocopying, recording or otherwise,
without the prior written permission of, and acknowledgement of the publisher (PHD
Chamber of Commerce and Industry).
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PHD Research Bureau

PHD Research Bureau; the research arm of the PHD Chamber of Commerce and Industry
was constituted in 2010 with the objective to review the economic situation and policy
developments at sub-national, national and international levels and comment on them in
order to update the members from time to time, to present suitable memoranda to the
government as and when required, to prepare State Profiles and to conduct thematic
research studies on various socio-economic and business developments.

The Research Bureau has been instrumental in forecasting various lead economic indicators
national and sub-national. Many of its research reports have been widely covered by media
and leading newspapers. Recently, the Research Bureau has undertaken various policy
projects of Government of India including Framework of University-Industry Linkages in
Research assigned by DSIR, Ministry of Science & Technology, Study on SEZ for C&AG of
India, Study on Impact of Project Imports under CTH 9801 for C&AG of India and has
attracted a World Bank Project on free trade zones.

Comments on Economic
Developments

Research

. ers Newsletters
Activities

Consultancy

Research Studies

Macro Economy e Economic Affairs e Trade & Inv.

Newsletter (EAC)

Facilitation
Services (TIFS)

State Profiles

States Development

Global Economic
Monitor (GEM)

Business
Research
Consultancy

Impact
Assessments

Infrastructure

Trade & Inv.
Facilitation Services
(TIFS) newsletter

Thematic Research
Reports

Foreign exchange
market

State Development
Monitor (SDM)

Releases on
Economic
Developments

International Trade

Forex and FEMA
Newsletter

Global Economy
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Thematic research reports
Comparative study on power situation in Northern and
Central states of India (September2011)
Economic Analysis of State (October 2011)
Growth Prospects of the Indian Economy, Vision 2021
(December 2011)
Budget 2012-13: Move Towards Consolidation (March 2012)
Emerging Trends in Exchange Rate Volatility (Apr 2012)
The Indian Direct Selling Industry Annual Survey 2010-11
(May 2012)
Global Economic Challenges: Implications for India (May
2012)
India Agronomics: An Agriculture Economy Update (August
2012)
Reforms to Push Growth on High Road (September 2012)
The Indian Direct Selling Industry Annual Survey 2011-12:
Beating Slowdown (March 2013)
Budget 2013-14: Moving on reforms (March 2013)
India- Africa Promise Diverse Opportunities (November 2013)
India- Africa Promise Diverse Opportunities: Suggestions
Report (November 2013)
Annual survey of Indian Direct Selling Industry-2012-13
(December 2013)
Imperatives for Double Digit Growth (December 2013)
Women Safety in Delhi: Issues and Challenges to
Employment (March 2014)
Emerging Contours in the MSME sector of Uttarakhand (April
2014)
Roadmap for New Government (May 2014)
Youth Economics (May 2014)
Economy on the Eve of Union Budget 2014-15 (July 2014)
Budget 2014-15: Promise of Progress (July 2014)
Agronomics 2014: Impact on economic growth and inflation
(August 2014)
100 Days of new Government (September 2014)

41.
42.
43.
44,
45.
46.

47.
48.

49.

60.

61.

Bolstering MSMEs for Make in India with special focus on CSR
(March 2016)

BREXIT impact on Indian Economy (July 2016)

India’s Exports Outlook (August 2016)

Ease of Doing Business : Suggestive Measures for States
(October 2016)

Transforming India through Make in India, Skill India and
Digital India (November 2016)

Impact of Demonetization on Economy, Businesses and
People (January 2017)

Economy on the eve of Budget 2017-18 (January 2017)

Union Budget 2017-18: A budget for all-inclusive
development (January 2017)

Annual Survey of Indian Direct Selling Industry 2015-16
(February 2017)

Worklife Balance and Health Concerns of Women: A Survey
(March 2017)

Special Economic Zones:
Opportunities (April 2017)
Feasibility Study (socio-Economic Survey) of Ambala and
Rohtak Districts in Haryana (March 2017)

Goods and Services (GST): So far (July 2017)

Reshaping India-Africa Trade: Dynamics and
Potentiality of Products in Africa (July 2017)

Industry Perspective on Bitcoins (July 2017)

Senior Housing: A sunrise sector in India (August 2017)
Current state of the economy (October 2017)
Equitable finance to fulfill funding requirements of Indian
Economy (October 2017)

India-Israel Relations: Building Bridges of Dynamic Trade
(November 2017)

Role of Trade Infrastructure for Export Scheme (TIES) in
Improving Export Competitiveness (November 2017)

The Wall of Protectionism: Rise and Rise of Protectionist
policies in the Global Arena (November 2017)

Performance, Problems and

Export

Make in India: Bolstering Manufacturing Sector (October B: State profiles

2014) 62. Rajasthan: The State Profile (April 2011)

The Indian Direct Selling Industry Annual Survey 2013-14 63. Uttarakhand: The State Profile (June 2011)

(November 2014) 64. Punjab: The State Profile (November 2011)

Participated in a survey to audit SEZs in India with CAG Office 65. J&K: The State Profile (December 2011)

of India (November 2014) 66. Uttar Pradesh: The State Profile (December 2011)

Role of MSMEs in Make in India with reference to Ease of 67. Bihar: The State Profile (June 2012)

Doing Business in Ghaziabad (Nov 2014) 68. Himachal Pradesh: The State Profile (June 2012)

Exploring Prospects for Make in India and Made in India: A 69. Madhya Pradesh: The State Profile (August 2012)

Study (January 2015) 70. Resurgent Bihar (April 2013)

SEZs in India: Criss-Cross Concerns (February 2015) 71. Life ahead for Uttarakhand (August 2013)

Socio-Economic Impact of Check Dams in Sikar District of 72. Punjab: The State Profile (February 2014)

Rajasthan (February 2015) 73. Haryana: Bolstering Industrialization (May 2015)

India - USA Economic Relations (February 2015) 74. Progressive Uttar Pradesh: Building Uttar Pradesh of
Economy on the Eve of Union Budget 2015-16 (February Tomorrow (August 2015),

2015) 75. Suggestions for Progressive Uttar Pradesh (August 2015)
Budget Analysis (2015-16) 76. State profile of Telangana- The dynamic state of India (April
Druzhba-Dosti: India's Trade Opportunities with Russia (April 2016)

2015) 77. Smart Infrastructure Summit 2016- Transforming Uttar
Impact of Labour Reforms on Industry in Rajasthan: A survey Pradesh (August 2016)

study (July 2015) 78. Smart Infrastructure Summit 2016-Transforming Uttar
Progress of Make in India (September 2015) Pradesh : Suggestions for the State Government (August
Grown Diamonds, A Sunrise Industry in India: Prospects for 2016)

Economic Growth (November 2015) 79. Rising Jharkhand: An Emerging Investment Hub (February
Annual survey of Indian Direct Selling Industry 2014-15 2017)

(December 2015) 80. Punjab: Roadmap for the New Government Suggestions for
India’s Foreign Trade Policy Environment Past, Present and the Industrial and Socio-Economic Development — Focus
Future (December 2015) MSMEs ease of doing business (May 2017)

Revisiting the emerging economic powers as drivers in 81, Prospering Himachal Pradesh: A Mountain of Opportunities

promoting global economic growth(February 2016)
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About the PHD Chamber

PHD Chamber of Commerce & Industry, a
leading Industry Chamber of India, ever since
its inception in 1905, has been an active
participant in the India Growth Story through its
Advocacy Role for the Policy Makers and
Regulators of the Country. Regular
interactions, Seminars, Conference and
Conclaves allow healthy and
constructive discussions between the
Government, Industry and
International Agencies bringing out
the Vitals for Growth. As a true
representative of the Industry with a
large membership base of 48000 direct
and indirect members, PHD Chamber has
forged ahead leveraging its legacy with the
Industry knowledge across sectors (58
Industry verticals being covered through
Expert Committees), a deep understanding of
the Economy at large and the populace at the
micro level.

PHD signifies
oSt PROGRESS ¢ HARMONY e DEVELOPMENT

achal Pradesh
‘O Fh
@ Arunachal\Pradesh

tarakhand

. @
Rajasthan Uttar Pradesh

Madhya Pradesh

Seven Thrust Areas

e Industrial Development

e Infrastructure

¢ Housing

¢ Health

e Education and Skill Development
e Agriculture and Agribusiness

e Digital India

At a Global level we have been working with the
Embassies and High Commissions in India to bring in the
International Best Practices and Business Opportunities.

“We Walk Our Talk”

PHD CHAMBER OF COMMERCE AND INDUSTRY

PHD House, 4/2 Siri Institutional Area, August Kranti Marg, New Delhi- 110 016 (India) « Tel. : +91-11-2686 3801-04, 49545454, 49545400
Fax : +91-11-2685 5450 « E-mail : president@phdcci.in « Website : www.phdcci.in, CIN: U74899DL1951GAPQ001947




