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Preface
The current industrial revolution commonly referred to as ‘Industry 4.0’, is heavily driven by
data and analytics to capture value. In this evolving era of  IoT, the interaction between man
and machine  using data and analytics real-time will peak in  the world of cyber physical systems.
All systems of production, processes and services will be impacted by IoT, and to that extent
re-skilling and equipping people will mount. The very high pace of change in technology and
its impact all around be it Industries, Societies, Cities, Security architectures etc., is engaging the
attention of all concerned.

The increasing integration of the world economy, international business / trade means that competitive
advantageCountries, Companies enjoy mayn’t be sustainable, if we fail to understand the impact
of paradigmatic changes. Managers, Promoters. Entrepreneurs, Administrators and in short everybody
may have to factor in this element, in all their strategic plans. Just to make my point clear, take
the case of Logistics. ‘Logistics cost’ in general, in developing economies like India are 13-15
percent of the product cost, while the global average is six percent. According to McKinsey,
the current wastage caused by inefficient logistics is equal to 4.3 percent of the GDP, and, if
not corrected, will increase to five percent of GDP or $100 billion by 2020.Globally businesses
are working on their Logistics and Supply Chain Management to make themselves sustainable
with a competitive edge. IoT has very high applications in all facets of improving logistics / supply
chains need to be factored and its impact understood by companies in that sphere for continued
sustenance /growth.

I appreciate all the contributors to this issue of Global vistas, who have brought in their domain
/ practice experience to the fore to enrich the readers through their writing. I urge all the readers
of this Journal ‘Global Vistas’ to benefit from the distilled knowledge that is available as a nectar
to you. I look forward to hear your feedback as well.

Regards

Prof. KK Narayanan
Email : krishnakumar.narayanan@gitam.edu
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Capital is needed in the insurance sector
to write the new business and back the
solvency of the company to be utilized

if reserves kept backing the policyholder’s
liability turns out to be insufficient. Different
countries have different capital requirement
regulations, however, the purpose is same to
protect insurance companies from getting
insolvent.

Insurance Companies is to keeps reserves to meet
the future liabilities, these reserves are kept based
on prudential regulatory norms. However,
regulators also prescribe additional money that
the insurance companies must keep aside in a
form of solvency capital to meet the contingency
if it arises. Such money cannot be used for any
other purpose.

This Solvency capital in India is currently
calculated based on two-factor approach, which
however does not take into the account of all
the risks that insurance company faces. There
is a shifting world over on the calculation of
capital based on all the risks that company faces
as opposed to two-factor approach currently

used, commonly known as Risk-Based Capital
(RBC) Approach.

II. Why World is moving towards Risk Based
Capital?

The purpose of RBC is to bring insurance sector
more responsive to changes in the economic and
demographic conditions both at local and global
level. It has witnessed failures in the financial
sectors particularly in banking and insurance and
need was felt to have regulatory solvency regime
that can withstand some financial turmoil.
According to one data source kept from 1991
by National Organization of Life & Health
Insurance Guaranty Associations, US, every
year in the US around two to three local level
life/health insurance companies are taken over
by the state department.

So instead of having a static solvency regime
where solvency capital remains more or less
static despite changes in the demographic and
economic situations, the world has moved and
is moving towards an era where the solvency
capital will be dynamic to the changes in various
internal and external risk factors.

III. What is Risk Based Capital?

Historically in 1989, JP Morgan Chairman,
Dennis Weatherstone use to have “4.15 pm
Report” every day. The report used to combine
the entire firm’s data on market risk in one place,
the intention was to collect the information
sufficient to answer the question: “How much
could the bank loss if tomorrow turns out to be
a relatively bad day”. If the bank keeps the
amount equivalent to the amount of loss that the
bank may suffer in one day they can sustain in
the business. The amount thus kept is calculated
based on a statistical methodology known as

Risk Based Capital in Insurance Sector
Sonjai Kumar
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Value at Risk (VaR) and is central to capital
calculation under both Basel-II/III and Solvency-
II regime. This enables banks and insurance
companies to calculate the appropriate level of
capital to maintain its solvency to the desired
level of confidence based on the risks that is
present within the certain time frame.

Risk Capital Calculation methodology is based
on Statistical distribution uses the measure of
Value at Risk (VaR) defined as the maximum
loss that an insurance company can suffer in a
given time frame and within a certain confidence
level. There are two methods of calculating the
risk-based capital, one is an internal model
approach where Value at risk (VaR) is 99.5th
percentile value of loss due to each risk and
second is Stress testing or based on the value
of Assets and  Liabilities once calculated on base
assumption and again calculated on Stressed
assumption. Under this methodology, the risk
capital is calculated for each risk and then
aggregated. The stressed assumption is
equivalent to 99.5% confidence level for each
risk “r” or at any other desired level of
confidence.

• Internal models

Value at risk (VaR) = 99.5th percentile value
of loss due to each risk

• Stress testing

Risk Capital(r)= [Assets - Liabilities ]
@ Base assumption

@ Stressed assumption

The stressed assumption is equivalent to 99.5%
confidence level for each risk “r” or at any other
desired level of confidence.

For example, if 7% interest rate is a base
assumption and, 5% down stressed assumption
at 99.5% confidence level, then the risk-based
capital for interest rate risk will be calculated
as the difference between the value of assets and
liabilities calculated at 7% and 5%.

IV. Risk Diversification

The aggregation of all risks at Company level
is not just the sum of all the individual risk
capitals because many of the risks are correlated,
for example, Interest rate risk and lapse risks are
correlated, lapse risk and mortality risks are
correlated, longevity risks and mortality risks are
correlated. The benefit of these correlations
reduces the total risks as a benefit of
diversification. This means that if lapse rate
increases, this leaves the portfolio with
substandard lives, as good lives have lapsed their
policies because they know their health is in a
better state and do not require insurance, the
remainder of the portfolio likely to exhibit the
worse mortality experience compared to what
was originally anticipated.

The advantage of correlation allows companies
choosing risks where the correlations are either
negative or close to zero.  This allows reducing
the overall risk capital because the increase in
one risk reduces the other risk or do not increase
the other risk at a linear rate. For example,
mortality and longevity have a negative
correlation of -0.25, this means that if the
portfolio has term products and annuity products,
the overall risk of the portfolio will reduce
because any increase in mortality rate will reduce
the annuity payouts.

V. Risk Based Capital Position in Asia

Many of the Asian countries have either moved
to the RBC or in a process of moving to RBC
in next three to five years time. All the developed
countries have already moved to the RBC. In
the Asian countries India, Hong Kong, and
Vietnam are in the preparatory stage of moving
to RBC.

The details of RBC position of some of the
countries in the Asia Pacific are the following:

Singapore: Singapore was perhaps one of the
first countries in Asia moving in the direction
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of keeping capital based on the risk way back
in 2004. To enhance the RBC further, the
Monetary Authority of Singapore (MAS) started
the review of their first RBC in 2012 with first
consultation paper, the 2nd consultation paper
were taken out in 2014 (detailed information on
how to conduct 2nd QIS) and 3rd consultation
paper in August 2016 aiming to understand the
potential financial impact on Singapore insurers
of second Quantitative Impact Study (‘QIS2’).
In the new RBC regime, the new risks included
are Spread Risk, Operational Risk, Catastrophe
Risk, and Liquidity Risk.

China: China started their RBC journey rather
late in 2012 but implemented the RBC in a four
year quick time in 2016. Their framework is
similar to European Solvency-2 regime is called
C-ROSS (China Risk Oriented Solvency
System). The capital calculation is based on risks
of Insurance, Credit and Market risk. The
operational risk is placed under pillar-2 due to
lack of reliable historic data. Strategic,
reputational and liquidity risk falls under the
pillar-2. China has made special mention using
risk management to leverage the capital position
of the insurance companies.

Hong Kong:  Hong Kong Market is also working
towards RBC with consultation starting in 2017
and full implementation by 2022. They are also
adopting the three pillar approach is similar to
other markets, wherein the pillar-1, the
quantification of risk capital is performed by
using Market risk, Credit Risk, Life
Underwriting risk and operational risk for life
insurers. For non-life companies, GI
underwriting risk is in place of life underwriting
risk. The Pillar-2 is Enterprise Risk Management
and ORSA (Own Risk Solvency Assessment)
requirement and Pillar-3 is disclosure.

Indonesia: Indonesia, followed RBC since 2013,
under this regime, the balance sheet is
constructed using, assets on market value, and
reserve on best estimate liability plus Margin of

Adverse Deviation (MAD), RBC based on the
stress test. They have also moved reserving to
Gross Premium Valuation basis from Net
Premium Valuation.  The valuation discount rates
they are using are average of three-year yield
on Government stock with a maximum addition
of 50 bps on top of this. The MAD is not defined
but should be equivalent to 75% of the
confidence level. No specific methodology is
defined

Malaysia: Malaysia is using the RBC regime
since 2009, the implementation of RBC in
Malaysia started happening in 2014 and the first
reporting happened during Dec 2014. The
Regulator is Bank Negara Malaysia (BNM)

Philippines: Philippines has adopted three- pillar
approach to RBC where Quantitative calculation
in Pillar-1, Governance in Pillar-2 and Disclosure
in Pillar-3. The implementation of RBC was
planned in four phases with final implementation
in phase 4 in 2017.  The risk charges applied
under Pillar-1 for the year 2017 is at 95.5% of
confidence level increasing to 97.5% in 2018 and
finally 99.5% in 2019 and beyond.

VI. Risk Based Capital Position in India

The solvency capital in India is currently
determined using the Solvency-1 approach
where the formula is used as x% of Reserves
and y% of the sum at risk, where x and y are
defined by the regulator for the different product
line.  This method is simple to calculate and
traditionally used the world over. However, this
method has disadvantage that it does not take
risk exclusively into account and there is a very
little incentive for good risk management to
optimize capital position. Therefore, there are
a no diversification benefits insurance companies
get under Solvency-1.

In this approach, two different companies with
similar products, strategy, management, the
business volume would have similar capital
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requirement even if one company is with very
good risk management while other with not so
good risk management. This is because the
formula does not allow the use of good risk
management in the calculation of solvency
capital, though there could be some second order
effect due to good experience resulting from risk
management efforts.

So in this approach, there is a very little incentive
for capital saving due to good risk management.

Ideally, poorly risk managed companies should
have more risk, more chances of losses and
therefore should have a higher capital
requirement to meet extra loses. Therefore, in
risk-based capital, capital is calculated based on
the risk profile of the Life Companies. So a better
risk managed company will have a lower capital
requirement as compared to poorly risk managed
company.  Therefore solvency-II provides an
incentive to invest in risk management.

RBC Recommendation

The Committee on RBC set up by the Indian
Insurance Regulator (IRDA) in June 2016 has
given its report in July 2017 and has
recommended the introduction of RBC regime
by March 2021. The report is available on IRDA
website.

The key highlights in the report are:

1. The RBC approach may be based on factor-
based model as compared to internal model
used in some markets

2. Qualitative Impact Study (QIS) will be
performed which will help in determining
the approach and assessment of parameter
value

3. Recommendation on the implementation of
Enterprise Risk Management (ERM)

Prior to submission of 2016 report on RBC, the
Indian regulator also established another
committee in 2014 to study the possibility of
RBC jurisdiction. The committee recommended

adopting “Twin-Peak” approach to solvency
where current prudential norm will continue to
one peak and new risk-based capital will be
employed as the second peak. The first peak
would preserve policyholder protection on a
current basis to allow companies time to fully
understand the implications of the new system
as the second peak.  The next move is awaited
from the regulator.

Regulatory Initiatives

Despite India being in the Solvency-1 regime,
the IRDA has taken many steps that that will
be useful as a groundwork for RBC regime. For
example, public disclosures on Company’s
website about the financial results of the
Company are one of the requirements under
pillar-3 of RBC regime. This the regulator made
it mandatory since 2010. The financial
information such as profitability, Solvency
position, actuarial assumptions used in valuation
etc can be found on the individual Company’s
website.

Another step that the regulator took was, all
insurers have to report economic capital annually
as a part of Appointed Actuary’s report and
calculate its solvency position on this basis along
with statutory basis. However, economic capital
is not used to determine the solvency of the
company.

The regulator also made the Chief Risk Officer
position as one of the key positions in the
insurance company where he is not only
responsible for executing the Board’s decisions,
but also have to be accountable for effective
implementation of statutory and regulatory
provisions for overseeing the operations of the
insurers.

Corporate governance guidelines

The regulator also issued revised corporate
governance guidelines in 2016 to define the
relationship between the shareholders, Board of
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Directors and Management. The terms of
reference to different committees have been
revised to enhance the overall risk management
process across the organization to ensure
financial stability.

In addition, players have to submit stress test
results on reserves and solvency positions on the
key risks; the solvency position also to be
projected for next three years to assess the capital
position to withstand various scenarios through
which an insurance company may pass through
such as an expansion plan. There is also an
annual requirement of the actuarial profession
to submit the Financial Condition Report to the
Board and regulator.

VII. Key Issues, Challenges, and
Opportunities

Implementation of RBC is not free from
challenges, different stakeholders such as
regulatory, insurance players, shareholders etc
faces a different level of challenges. The section
below discusses some of the issues, challenges,
and opportunities that these stakeholders may
face.

Regulatory Challenges

The Regulator is to stay proactive and ahead of
the market in spotting emerging risks along with
collaborating with international agencies in
sharing knowledge and learning from each other.

The role of the Regulator is not just concerned
about the protection of the policyholders but also
instilling confidence in the customers to have
faith in the financial system of the Country. The
regulator is not also free from challenges; they
may find challenges putting in place all the
regulation along with monitoring mechanism.
They have to ensure that their own resources are
in place, up to date with skills, systems etc.
Implementation of RBC is a key challenge for
the regulator

Impact on Market

There is a far-reaching impact on the insurance
industry by the implementation of RBC which
may change the competitive landscape. The RBC
may split financially strong players with the
weaker ones; in such situation, consolidation in
the market is not ruled out. In China, it was
observed that smaller players required more
capital to support their business model.

Such situation is addressed by altering the
strategy of the Company for investment, product,
sales, and marketing. Players may select target
market based on their risk appetite and ability
to withstand volatility rather than present
everywhere.

It has been observed in many markets moving
to RBC adopting lesser maturity guaranteed
products and focusing more on protection
products. Where low-interest rate regime is
prevailing, there is a focus on risk management
in the lapse, expense, and mortality to generate
a surplus from these risks. Moving to unit-linked
products are other options as it requires lower
capital.

More successful players have a better
implementation of risk management; they derive
direct value both in terms of capital and profit.
In China, there is a reward of the lower capital
requirement for better risk management.

Industry

In the different insurance markets in Asia, there
are areas of convergence and divergence related
to RBC. The convergence areas are risk
framework - definition of risks and risks events,
diversification of risks, economic balance sheet
etc. The areas of divergence are - country specific
features in the calibration of risk factors, the
liquidity of financial markets, accounting
standards, product specific features,
methodology etc.

Many of the regulatory regimes around the world
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are treating cyber risk in a crude way, though
it can have a catastrophic impact because there
is a shortage of data, cyber insurance is limited
and many insurers do not provide such
protection, blurring of territorial boundaries
proving difficult to pinpoint the fault increases
the complexities. Currently, cyber risk sits in the
operational risk category and does not gain
enough importance whereas its impact could be
very high; therefore, there is a need to have a
separate category for cyber risk similar to
catastrophe risk to allow for appropriate risk
change. It should attract more regulatory focus
in RBC.

Interest rate risk

Companies selling long-term traditional products
with guarantees face high capital charge due to
interest rate risk. Many Asian economies are
lacking long-term risk-free assets to back long-
term liabilities, this makes difficult to match the
assets and liabilities in long terms products.

The interest rate shocks result in higher capital
requirement where there is a mismatch between
assets and liability duration.

To manage this risk, the Companies need to focus
on assets liability management, reduction in
duration gap between assets and liability and
hedge the risk from derivatives.

There is a need to realign the investment strategy
based on the available capital and focus on the
customer target segment matching with the
investment philosophy. For example, a more
capital constrained Companies may invest in
relatively secure assets to save capital and make
product strategy that consumes lesser capital
such as protection or unit-linked business.

Bigger and well-capitalized players may have
a competitive advantage of investing in riskier
assets to give a higher return to policyholders
as compared to smaller players. Their investment
strategy and risk appetite will have more powers
to absorb shocks.

In order to sustain in such environment, the
Companies have to keep their long-term strategy
agile while focusing on the implementation of
RBC.

Conclusion

Under RBC, instead of having a static solvency
regime where solvency capital remains more or
less static despite changes in the demographic
and economic situations, the world has moved
and is moving towards an era where the solvency
capital will be dynamic to the changes in various
internal and external risk factors.

RBC is calculated using the statistical
methodology Value at Risk which provides both
benefits of diversification as well as benefits of
better risk management to the Company. If
Company can manage their risks better, they can
optimize the capital utilization.

Many of the markets in the Asia Pacific have
moved to the RBC regime and some of the
countries such as India is in a process of doing
so. The RBC committee set by the regulator has
given a recommendation to RBC regime by
2021; the next step from the regulator is awaited.
The Indian regulator has taken some steps that
are required in the direction of RBC such as
disclosure of Company’s information on their
website, making the CRO position as key
persons, revision of corporate governance
guidelines etc.

The implementation of RBC is not free from
challenges that have observed in the markets
already moved to the RBC regime. The Indian
market may take lessons from those countries
and implement the learning.

The key fundamental question which the time
will answer is how this change in the capital
identification helps the insurance industries
across the globe in sustaining the storm.
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Industrial IOT (IIOT) - Trends, Benefits and Use Cases
Dinesh Chandrasekar
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Industrial IOT (IIOT) is the application of
IOT across several industries such as
manufacturing, logistics, oil and gas,

transportation, energy/utilities, mining and
metals, aviation and others. Technological
disruptions have been revolutionizing the way
these industries function. In the manufacturing
industry, we see the shift from the third industrial
revolution (Automation of production by use
of electronics and IT) to the fourth (use of cyber
physical systems) leading to creation of newer
business models, intelligent operations and
sustainable profitability. By leveraging the
technology that can integrate sense, read and
interpret the manufacturing world is now moving
away from automated functions working in silos
to interconnected, intelligent and operationally
efficient ones.

Globally the IIOT market is projected to reach
~ $195.47 billion by 2022. This clearly depicts
that IOT adoption would rise rapidly in the
coming years.

II. Trends

• In 2016, Manufacturing segment has been
the fastest growing and largest segment
by IOT spend ($178 billion) followed by
transportation ($78 billion) and Utilities
($69 billion).

• Within the Manufacturing segment,
manufacturing operations alone accounted
for ~ 57.5% of the overall IOT spend in
2016.

• ASIA is the leading region with the largest
market size and CAGR of 37% (2015-2020)
for Industrial IOT. Government-led
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initiatives are anchoring the development
and adoption of Industrial IoT solutions.

• Within India , IIOT market accounts for
~60% of the overall IOT Market

• Currently, the Indian manufacturing sector
accounts for 15% to 16% share in the overall
GDP. However, India is expected to increase
the share of manufacturing in the overall
economy to 25% by 2025 from the current
16% (Source: A report by Dun & Bradstreet)

To realize its target of 25%, India
will have to adapt and increase focus
on developing advanced manufa-
cturing capabilities. In a nutshell –
focus its attention on Industry 4.0

III. Technology

Technologies like Big data, Analytics,
Augmented/Virtual Reality, Mobility, Cloud &
Artificial Intelligence have been a strong enabler
for revolutionizing the way companies function.

Figure 1.

Source: (Markets and Markets Research, Frost and Sullivan Research)

Figure 2

Source: IIOT Survey 2017
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In the manufacturing world, the issues that these
technologies together tackle are exuberant across
the value chain.

IV. Benefits

The outcomes and overall impact of IIOT leads
to real time visibility of production processes,
uncompromised uptime, accelerated
productivity, optimised supply chains, better
asset performance management and Enhanced
Operational Efficiency. There is tremendous
impact realized when comprehensive
digitalization of the horizontal and vertical value
chains is enabled in the factory.

Mckinsey predicted that the potential
impact that IOT can unlock in the
manufacturing world could be to the
tune of ~ $3.7 trillion by 2025*.

V. Use Cases

Manufacturers can dramatically reduce costs,
especially the cost of scrap and rework through
systematic use of data and insights from
production processes. Implementing predictive
maintenance models with advanced analytics
could cut total equipment downtime by 50%
and increase productivity by 20%. Data-driven
supply chains can improve manufacturing sales
and operations planning processes for double-
and triple-digit percentage improvements to
basic supply chain KPIs.

So how does a connected factory look like?
As depicted in Fig 4, sensors collect information
about machines, processes and people in real-
time, PLCs transmit the data to a cloud
environment to process the information and
thereby relevant insights are generated and
presented through visualization dashboards to
make effective decisions and interventions at
the right time by the right stakeholders. For

Figure 3 – Benefits of IIOT

Right from planning through to after sales service, IIOT has branched in to a wide arena of application areas.

Benefits of IIOT across the manufacturing value chain
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eg: Non-conformities in products can be tracked
in real-time via video analytics, products that
do not conform to specifications are
automatically rejected and the data is stored
for Root Cause Analysis and the respective
stakeholders are altered to take action pertaining
to the same. The stakeholders are be armed
with real-time FMEA  - which captures the
failures, prioritizes them and recommends
countermeasures.

CONCLUSION

IIOT is core to manufacturing companies that
are embarking transformation to position
themselves as future leaders in their markets

Companies that aim to stay competitive and
operationally efficient ought to start strategizing
on the potential areas of transformation. A clear
understanding of where they currently stand
and a road map to where they need to get to
(Factory of the Future) has to be crafted. There
needs to be emphasis on prioritizing the
digitalization efforts and IIOT initiatives on the
identified improvement areas. An equally

Figure 4 – Connected Factory

An exchange of information between man, machine, and production processes of this nature on the shop
floor leads to increased operational efficiencies.

important aspect is to have focus on futuristic
trends to stay relevant for the future. Executing
the strategy by focusing on digitalization –
of Systems, Process & People is the second
important lever for success. The execution of
IIOT and digital transformation should also be
made Sustainable by leveraging concepts like
digital lean with a focus on continuous
improvement.
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Outlook of Indian Pesticide Industry
Anila Gode, D. Naveen Kumar, Vidhyasagar.L & Sanjay Agarwal

This article has been reprinted with permission
from CARE Ratings

As per the estimates of Central Statistics
Office, the Indian agriculture sector
remains the backbone of the nation’s

economy accounting for about 15% of the
country’s Gross Domestic Product. But it has
to be understood that Indian agriculture is highly
monsoon dependent and out of the 142 million
hectares of net sown area, only 45% or 64 million
hectares have access to irrigation facilities. Apart
from high dependency on monsoon and
irrigation facilities, the situation becomes critical
when it is noted that about 15-25% potential
crop production is lost due to pests, weeds and
diseases. Therefore, in order to meet the growing
demand borne out of increasing population, the
productivity of the crops and efficient utilization
of the arable land become essential factors. Thus
in order to enhance productivity, the usage of
pesticides play a vital role.

Currently, India is the fourth largest global
producer of pesticides with an estimated market

About Authors

Ms. Anila Gode is Deputy Manager at CARE
Ratings and has 3 years of experience.

Mr. D. Naveen Kumar is a Senior Manager
at CARE Ratings with 9 years of experience.

Mr. L. Vidhyasagar is an Associate Director
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size of around $4.9 billion in FY17 after United
States, Japan and China. The current article
delineates on the stages of agricultural inputs,
the key segments of the pesticide industry, crop
wise yields in India vis-à-vis different countries
and plight of the pesticide industry due to
minimum level of farmer awareness in India
leading to low consumption. The Indian pesticide
industry is predominated with generic version
products and has a substantial opportunity to
explore the drugs going off-patent during
CY2017-2020 and through acquisitions and
strategic partnerships of global giants with
domestic players. Nonetheless the industry is
faced with challenges such as abysmally low
spending of R&D by Indian Players compared
to the foreign players, seasonal demand as 70%
of the pesticide consumption is skewed in favor
of kharif crop, low brand awareness resulting
in non-genuine products, inefficiencies in the
supply chain and requirement of higher working
capital investment due to elongated Inventory
and credit periods. A brief upon the outlook
of the industry and the rating dispersion of the
CARE rated entities is also presented.

I. Indian Agriculture Sector Overview

The Indian agriculture sector remains the
backbone of the nation’s economy accounting
for 15.35% of the country’s Gross Domestic
Product (GDP) as per the estimates of Central
Statistics Office (CSO). Though the share of
Indian agriculture in GDP has witnessed a
decline over the years, a trend expected in a
developing economy, the food grain production
in India registered a CAGR of about 2% during
the period FY2010-2011 and FY2016-2017.
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Indian agriculture is highly monsoon dependent,
out of the 142 million hectares of net sown
area, only 45% or 64 million hectares have
access to irrigation facilities. According to CSO,
the market size of agriculture and its allied
sectors (including agriculture, livestock, forestry
and fishery) during FY16 was about Rs.16.02
lakh crore and has shown a marginal growth
of about 1-2% compared to earlier year. Its
contribution to the Gross Value Added (GVA)
has also reduced by 100 bps to 15.35% during
FY16 compared to earlier year.

II. Domestic Pesticide industry to grow
consistently albeit with high dependence on
erratic monsoons

Pesticides comprise of a large group of chemicals
that are used in agriculture to control plants
and animals infestation. Pesticides, being the
last input in agricultural operation, are used
for preventing the destruction of crops from
pests like insects, weeds, etc, thereby increasing
the agricultural production. On the production
front, pesticides are first manufactured as
technical grade product (85% or more of the
active chemical ingredients), which has a higher
commercial purity. The active ingredients are
then mixed with inert ingredients (solvents,
adjuvant and fillers) to achieve the desired
formulation. The active ingredient kills the pest
whereas the inert ingredient facilitates ease of
handling, spraying and coating on plants.

Stages of Agriculture Inputs

Source: CARE

Currently, India is the fourth largest global
producer of pesticides with an estimated market
size of around $4.9 billion in FY17 after United

States, Japan and China. Considering the above
average rainfall across India which
concomitantly leads to increase in agricultural
production, CARE expects that the growth in
consumption of Indian pesticides would be about
10%. India’s share in global pesticide market
is around 10% in FY17. India’s pesticides
consumption is one of the lowest in the world
with per hectare consumption of just 0.6 Kg
compared to US (5-7 Kg/ha) and Japan
(11-12 Kg/ha). In India, paddy accounts for
the maximum share of pesticide consumption
around (26%-28%) followed by cotton
(18% -20%).

Erratic rains typically impact sowing and make
farmers miss the application of pesticides. The
two consecutive years of FY15 & FY16 has
suffered poor monsoons which lead to a slump
in pesticide sales. However, players have
managed to reduce the impact of a poor monsoon
on domestic sales during that period by ramping
up their export presence. Poor irrigation
infrastructure has led to a strong correlation
between Indian agriculture and monsoon.
However, FY17 turned out to be a good monsoon
year after two consecutive years of below normal
south-west monsoon (June-September) rainfall.
As per the Indian Meteorological Department
(IMD), the south west monsoon received 97%
of the rainfall and the positive effect of the
same is reflected in the Income statement and
financial risk profiles of the pesticide companies
during FY17. Furthermore as per IMD forecast
India is likely to receive healthy monsoon rains
this year at 96 percent of the 50-year average
of 89 cm, thus bearing a positive effect on all
the industries dependent on agriculture.

III. Key Segments

In India, the pesticides are broadly divided into
five types and the market share of the same
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is provided in the below charts. Insecticides
cover the major part of the pie i.e. 60% of
the market share, whereas Fungicides 18%,
Herbicides 16% and the rest 6% by others. Bio-
pesticides are an emerging category and are
currently a small proportion of the market but
have a huge growth potential considering its
non-toxic nature.

Source: FICCI

Source: Compiled by CARE

How pesticides are crucial for improving
agricultural productivity

The importance of pesticides has been increasing
over the last few decades driven by the need
to improve overall agricultural productivity, in
order to safeguard adequate food availability
and sufficiency for the growing global
population. Every year in India pests and
diseases eat away on an average 15-25% of
food produce. Past three financial years (FY14-
16) have been a challenging year for crop
protection chemicals market in India as well
as throughout the world. However, FY17 turned
out to be a good monsoon year. As per Economic
survey of India, agriculture sector has grown
by 4.1% in FY17.

In order to offset the growing demand for food
grains either the area under the production should
be increased or productivity of the existing land
should be improved. As the arable land is limited,
increasing productivity is the only option
available. This can only be achieved through
usage of high yielding seeds, fertilizers and
pesticides. As the crop yield increases, the
incidence of pest attack rise which leads to
increased demand for pesticides.

The following table gives the crop-wise yield
in some countries:

-------------------------------------------------------------------
Crop-wise yield in different Kilogram per
countries (in 2016E) hectare
-------------------------------------------------------------------

Country Paddy Maize Wheat
-------------------------------------------------------------------

India 3,620 2,603 3,151

Brazil 5,411 5,270 2,249

Russia 5,897 4,794 2,860

China 6,935 6,861 5,349

Japan 6,710 2,731 4,410

USA 8,663 10,948 2,991
-------------------------------------------------------------------
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Source: Compiled by CARE

In India, more than 40,000 different types of
insects have been recorded and of these about
1,000 have been listed as potential pests for
economic plants. 500 pests have caused serious
damage to agricultural output at some point
in time and 70 others have been causing damage
more often. Therefore, pesticides have been
recognized as an essential tool in India to
increase agricultural production by preventing
crop losses before and after harvesting.

Plight of the pesticide industry due to minimum
level of farmer awareness in India leading
to low consumption

Low level of farmer awareness regarding
pesticides has resulted in lower per hectare
pesticide consumption in India. Educating the
farmers about the advantages of pesticide and
its safe usage will lead to increase in demand
for pesticide in the country. Therefore the per
hectare consumption of pesticides in India is
amongst the lowest in the world and currently
stands at about 0.6 kg/ha against around 5-7
kg/ha in the UK and about 13 kg/ha in China.

IV. Opportunities and drivers of Pesticide
Industry

Off Patent Products and Export Opportunities

Pesticides worth USD 4.1 billion are expected
to go off-patent by 2020. This provides
significant export opportunities for Indian
players. Globally in regulated markets, patented
products constitute about 20-22% share of the
total pesticide market which is expected to
decrease to around 13-15% by 2020 as a result
of the patent cliff.

The Indian crop protection industry is dominated
by generic products with more than 80% of
molecules being non-patented. Exports currently
constitute almost 50% of the industry turnover.

Source: FICCI

Source: FICCI

Globally, India is the thirteenth largest exporter
of pesticides. Most of the exports are off-patent
products. The major exports from India happen
to Brazil, USA, France and Netherlands. The
key growth drivers are India’s capability in low
cost manufacturing, availability of technically
trained manpower, seasonal domestic demand,
overcapacity, better price realization globally
and strong presence in generic pesticide
manufacturing.

Acquisitions and Strategic Partnerships albeit
low Investments

R&D involves long gestation period and high
capital requirement. Many Indian companies
are building strategic partnerships with global
pesticides companies from USA, Europe, Japan
and China. In return, Indian companies provide
strong distribution network and sales
infrastructure. A comparatively intense
competition among large-scale players has led
to mergers & acquisitions in the pesticides
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market with only six players including Syngenta
AG (Switzerland), Bayer Crop Sciences
(Germany), BASF (Germany), The Dow
Chemical Company (U.S.), Monsanto (U.S.),
and DuPont (U.S.) controlling more than 80%
of the global pesticide product sales.
Furthermore, almost all these companies have
their subsidiaries in India.

Below is the list of companies where merger/
acquisitions and partnerships happened during
FY15-17.

---------------------------------------------------------
Acquirer Acquired/

Partnership
---------------------------------------------------------

Best Corp Science Chemtura Chemcials Ltd
(India) Private Limited

Excel Crop Care Aimco

Bayer Crop Sciences Montanso
(Subsidiary of Bayer
AG (Germany))

Nagarjuna Agrichem AG (Partnership)
Ltd Helm
---------------------------------------------------------
Source: Compiled by CARE

The capacity additions during FY17-19 in the
pesticide industry are expected to be muted.
The outstanding capacity stood at 1,412 thousand
tonnes in 2016-17 and is likely to increase by
just around 2-3% by March 2018. The domestic
pesticide industry is plagued with over-capacity.
It operates at a capacity utilization of less than
60 per cent.

The list of projects that are likely to be
commissioned are as follows:

• Nagarjuna Agrichem Limited has entered
into a Memorandum of Understanding
(MoU) with Government of Andhra Pradesh
(GoAP) for setting up of a green-field unit
in the state of Andhra Pradesh. The

estimated project cost is Rs.150 crore and
the company is expecting to start this project
in FY19.

• Agrico Organics is setting up a technical
grade pesticide unit at Bharuch in Gujarat
with an investment of Rs.70 crore. This
project is likely to become operational by
June 2017.

-------------------------------------------------------------------
Year Projects Capacity Outstanding

completed addition capacity

-------------------------------------------------------------------

Rs. crore ’000 tonnes ’000 tonnes

-------------------------------------------------------------------

2013-14 557.20 20.58 1,388.19

2014-15 196.00 15.97 1,404.16

2015-16 50.00 8.10 1,412.26

2016-17 (E) 0.00 0.00 1,412.26

-------------------------------------------------------------------
Source: CMIE

V. Challenges

Although farming yields across the globe per
hectare have doubled in the past five years due
to increased use of hybrid seeds, fertilizer, crop
protection chemical, etc., the challenges to
further increase the productivity continue to
exist. Risk of land degradation, fall in the per
capita arable land and increasing water scarcity
are the major hurdles in increasing farm
production and productivity. Few more major
challenges are listed briefly below:

Low Research and Development (R&D)
spending

In India average expenditure on R&D for
pesticides is abysmally low at about 1-2% of
sales, compared to global companies where
average expenditure is about 6-7% of sales.
The low expenditure of the Indian players



Vol-2(1) Dec 2016 | Vol-2(2) July 2017 Global Vistas

16

towards R&D is due to concentrating on
marketing generic and off-patent products by
focusing on applied research.

-------------------------------------------------------------------
R&D expense of Indian pesticide companies

-------------------------------------------------------------------
% to net sales FY 15 FY 16

-------------------------------------------------------------------

Bayer Crop Sciences 0.58 0.73

Excel Crop 1.19 1.72

UPL 0.80 0.76

Rallis India 1.26 1.60

Monsanto India 3.60 6.07

Nagarjuna agrichem 0.79 1.01

-------------------------------------------------------------------
Source: Company Annual Reports

-------------------------------------------------------------------

R&D expense of global pesticide companies
-------------------------------------------------------------------

% to net sales CY15 CY16
-------------------------------------------------------------------

Syngenta (Switzerland) 10.16 10.16

Bayer (Germany) 16.00 17.00

Dow (US) 3.30 3.30

Dupont 1.70 1.65

-------------------------------------------------------------------
Source: Company Annual Reports

High working capital requirement

The Industry requires high working capital
investment due to high Inventory and long credit
period. Due to the seasonal demand for
pesticides, companies have to stack up inventory
well before the season. This increases the
inventory holding cost. Also, the industry has
to extend long credit period due to intense
competition amongst the players. As, pesticides
are the last input in the agricultural operation,
after having invested in seeds and fertilizers,

farmers have little surplus money left for
purchasing pesticides and therefore, providing
long credit is necessary to stimulate the demand.

-------------------------------------------------------------------

Working cycle (days) FY15 FY16

-------------------------------------------------------------------

Raw material cycle 55 62

WIP cycle 20 20

Finished goods cycle 53 62

Debtors 77 82

Gross working capital cycle 204 226

Creditors 94 100

Net working capital cycle 110 126

-------------------------------------------------------------------
Source : CMIE

Seasonal Demand

The demand for pesticides emanates majorly
from agricultural production. Therefore, the
demand for pesticides in India is seasonal as
crops are mainly sown in two cropping seasons,
namely Kharif (July - November) and Rabi
(October - February). The demand is skewed
in favour of kharif crops with about 70% of
annual pesticide consumption.

Brand Awareness and need of efficient
distribution system

There is a significant share of local pesticides
products available in the market. According to
industry estimates these products are ineffective
and are unable to kill the pesticides could account
for more than about 35-40% of the pesticides
sold in India. Furthermore, they result in by
products which harm the soil and environment
which will result in crop loss and soil fertility.
This is primarily on account of lack of efficient
distribution system. On account of this the
pesticide companies are unable to reach the
farmers and educate them about the products.
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VI. Regulatory Framework

As pesticides are toxic and hazardous to mankind
and the environment, the Government of India
regulates the manufacture, sale, transport, export/
import etc. of pesticides under the guidelines
of the Insecticides Act, 1968. As per this Act,
no pesticide is allowed for production/import
without registration.

The GOI has initiated ‘Soil Health card scheme’
in February 2015 which is aimed at improving
soil health and reducing input costs for farmer.
It will contain crucial information on macro
nutrients in the soil, secondary nutrients, micro
nutrients, and physical parameters. The card
will be accompanied by an advisory on the
corrective measures that a farmer should take
to improved soil health and obtain a better yield.

Paramparagat Krishi Vikas Yojana has been
launched by GOI to support and promote organic
farming and thereby improve soil health. This
will encourage farmers to adopt eco-friendly
concept of cultivation and reduce their
dependence on fertilizers and agricultural
chemicals to improve yields.

VII. Outlook:

Domestic pesticide market is expected to grow
steadily as the farmers have learnt modern
techniques of farming which has led to increased
dependence on pesticides to enhance crop
production. Furthermore, the agriculture industry

in India, baring wheat segment, is highly
dependent on monsoon as area under irrigation
is relatively low, therefore erratic rainfall might
restrict growth of pesticides consumption.
However, FY17 turned out to be a good monsoon
year after three consecutive year of below normal
south-west monsoon (June-September) rainfall.
As per the Indian Meteorological Department
the south west monsoon received 97% of the
rainfall. With strong global demand for pesticides
and India being the low cost producer, exports
of pesticides from the country are expected to
remain buoyant.

Rating Dispersion:

The players across the industry have fairly steady
credit profile exhibiting steady revenue growth
and profitability irrespective of the monsoon
failures mainly on account of diversified revenue
profile. Further consolidation and business tie
ups are the major opportunities in the industry.
However, most of the players in the industry
display high working capital intensity primarily
on account of high credit extended to the farmers
and seasonal demand. Hence, strong distribution
network, appropriate pricing, brand recall and
dealer margins are some of the critical factors
for an industry player to succeed.

CARE has rated around 65 companies, out of
which more than 68% of the rated companies
are in investment grade. And the credit profiles
of most of the companies remained stable.
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There has been a lot of news off - late
about the challenges faced by the Indian
BPO and IT industry. Will it continue

as strongly as it did in the past? If the IT industry
declines, then which industry will come up in
its place to offer jobs to the millions of youth
entering the job market every year?

In August last year, when India celebrated its
70th year of independence there wasn’t just
a reflection on the past seventy years, but also
a look ahead at what the next thirty years would
bring. The consensus of economists was that
India would grow to become an $18 trillion
economy by the time that it celebrates its 100th
year of independence and would by then be
the second or third largest economy in the world.

Transportation, Logistics and Supply Chain Industry
Requirements and Specialized Knowledge

Sanjay Tiwari

One of the industries that stands to gain in
a big way from this growth of the economy
is the transportation, logistics and supply chain
industry, thanks to a very happy, almost once
in a lifetime convergence of events:

1. The Government of India has announced
a $61 billion (!) or Rs. 4 lakh crore infusion
of funds in the 2017 budget for the
construction of roads, ports and
improvements to the rail system

2. Private enquiry funds and venture capitalists
have been investing hundreds of millions
of dollars in Indian logistics companies
such as Stellar Value Chain, Dehlivery,
Rivigo and Blackbuck Logistics, companies
that are intent on redrawing the logistics
landscape in India. These are companies
in the space of warehousing, express
logistics and trucking aggregation

3. The introduction of GST in mid 2017 is
leading India towards a massive
harmonization of indirect tax rates. Because
of this, large warehouses are coming up
on the borders of states and will be able
to serve customers in multiple states at
once.

4. On the export front large Indian corporates
such as the Tata’s, Reliance, Mahindra’s,
Birla’s and Jindal’s are each already serving
up to sixty countries across the globe with
their products, from the Far East to Africa
and Latin America, and of course the OECD
countries.
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I. This is not one – off:

The trends sketched above are not one - offs,
they are going to last for several years to come
as India seeks to make up for six decades of
under - investment in its logistics capabilities.

The overseas activities of Indian companies is
only going to increase with many more Indian
companies joining the fray and making inroads
in global markets. That large global footprint
is going to call for specialized staff capable
of planning and managing these exports and
everything that it entails in terms of vendor
relationships or the optimization of inventories
at customer locations.

The novelty factor of Indian exports will rapidly
wear off and customers in Chile or Spain or
Algeria will demand the same level of service
from an Indian vendor that they do today from
a Japanese or Korean company. They will expect
instructions and manuals in their language, they
will expect local service centers addressing their
concerns in Spanish or French or Arabic.

The parent companies too will grow increasingly
dependent on exports and will want to monitor
the revenue from each market and will want
to offset that against the cost of servicing a
particular market. That will require detailed
knowledge of the cost of each component in
the supply chain, something often missing today

On the import front, the trends that we’re just
beginning to see are going to explode. The e
- commerce giants such as Amazon, Ali Baba
and Flipkart (here’s hoping they or another
Indian e - commerce platform are still around
thirty years from now) will have their own end
to end supply chains, stringing together air and
ocean carriers, warehouses and trucking
companies to source goods from global origins
and deliver them to an Indian consumer or
business entity.

Indian tastes and consumption will grow more
refined, in terms of clothing and food and
electronics. An $18 trillion economy will be
a magnet for producers from around the world,
seeking to deliver their ice creams and chocolates
and hand bags and driverless cars to consumers
in India’s hinterland.

Some of us will continue our trend of becoming
more unhealthy and so the need to deliver insulin
and other disease management medication into
many corners of the country will only increase.

Domestic trade will form a big part of the $18
trillion economy. The once painful introduction
of GST will be a distant memory and goods
will move freely from the North East to the
South West on eight lane highways or inland
waterways or air bridges. Cold storage facilities
will finally make it easy to consume apples
from Kashmir or Himachal Pradesh in the quality
in which they were intended to be consumed.

Regional trade will take off. North and West
India will become a distribution center for
Central Asia, servicing countries from
Afghanistan onwards to the West. The North
Eastern states will house DC’s for servicing
countries such as Bangladesh, Myanmar and
the north of Thailand.

The investment by PE and VC firms in the
Indian logistics space will also continue for
several years to come, spawning great domestic
companies with the potential for an international
footprint.

All this international expansion, this domestic
consumption and domestic trade isn’t going to
be possible, or is going to be very painful,
without the right men and women running the
show. Indian FMCG companies and their supply
chain professionals have done a great job over
the years of servicing customers in remote
corners of the country. Doing that now for food
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and medicines and electronics that are produced
elsewhere and brought to India is a different
challenge altogether.

II. Industry wave

For young people graduating from college or
university in the coming years this is truly an
excellent time to enter the logistics and supply
chain industry. The wave that they will be able
to ride over the next thirty to forty years will
be quite incredible, very similar to the one that
began in the late eighties and early nineties
for the BPO and IT industries.

Industry estimates that 10 - 15 million people
will need to be trained for the transportation,
logistics and supply chain industry. Customers
will be more demanding, less forgiving and
more price conscious. That means getting it
right the first time.

For certain tasks automation is already making
rapid inroads and that will only continue,
especially in picker - packer type jobs, but there’s
quite a bit of ground to cover between the India
of now, 2017, and the India of 2047. Today,
and for the next several years, those people
are still needed.

Managing automation is going to require skilled
people in their own right. Will we have our
groceries delivered by driverless bots ten years
from now? If so then someone will be planning
the loading of those bots before they set off
into the housing estates where we will live.

Many roles already exist in this dynamic
industry, and many more will be added. Young
people can aspire to become warehouse
managers, fleet managers, network planners etc.,
before going on to more senior roles. New roles
in robotics and artificial intelligence will
develop. As an industry that is by definition
global in its ultimate footprint the logistics

industry will also offer excellent roles outside
of India for those interested in an international
career.

III. Getting ahead in the game

While there is huge growth projected for this
industry it doesn’t mean that competition for
jobs is any less than it has traditionally been.
Employers will still be on the outlook for
candidates who have demonstrated a deeper
understanding and/or application of the logistics
domain and its sub sectors. Knowing whether
you want to work in air cargo, or ocean, or
warehousing or trucking is key.

Thankfully access to on - line learning portals
such as the one operated by 21CC Education
is a way to stay in touch with the industry
while also reading interviews with industry
leaders.

The teams at 21CC Education in the US, The
Netherlands, India and Thailand are working
on creating content for all sectors in the
transportation and supply chain basis. We already
have 65+ e - learning modules in an online
library and are adding more each month. All
of our content is being developed for laptops,
tablets and mobile phones. There are courses
on port management, health safety and the
environment (HSE), freight forwarding as well
as a foundational course called Logistics 101.
This curriculum of six individual online modules
covers topics such as:

• main processes in logistics

• logistics and you

• warehouse operations (1 & 2)

• mechanization & automation

• health, safety and security

There are also excellent courses on offer by
the Council of Supply Chain Management
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Professionals, the CSCMP, based out of Chicago
in the U.S. 21CC, as distributor for CSCMP
in India offers their SCM Essentials bundle of
twelve supply chain courses, with topics such
as:

• Supply Chain Concepts

• Network Design

• Long Range Planning

• Short Range Planning

• Supply Management:  The Buy Process

• Production Management: The Make
Process

• Logistics Management:  The Move Process

• Customer Service:  The Post-Sales
Processes

• Supply Chain Technology

• Global SC International Sourcing

• Global SC Export Preparation

• Global SC International Delivery

Courses such as these and interactions with
industry leaders will help to prep candidates
for what promises to be a very exciting career
ahead in a truly exciting industry. Students can
and should register themselves for internships
across industry sub sectors so as to get a flavor
of what each of them has on offer.

If given the opportunity candidates should try
for international assignments early on in their
career. Countries such as The Netherlands,
Belgium, Switzerland, the UAE and Singapore
have strong traditions in logistics and are great
places to learn best practices. 21CC with its
contacts across four continents, and in
association with universities can assist with
this.Looking at the host of innovations that are
set to hit this industry one can only be envious
of the young generation beginning their careers
at this point in time. They will be witness to
and part of a massive transformation of India’s
logistics landscape.
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Of late, with the various management and
economic jargons we come across, you
might have definitely stumbled upon

terms/ concepts like ‘Industry 4.0’ or ‘Education
4.0’ and obviously ‘Demographic Dividend’.
The understanding of these terms and its
implications for the world that is shaping up
is very important. The tragedy is, the fortunes
of many of our young population seems
inexplicably linked to the understanding of its
‘connectedness’ as well. Let us try to examine
this aspect.

I. Industry 1.0 to 4.0

The Concept of ‘Industry 4.0’ is talked about
by looking at the way Industries have evolved
in the world over Centuries. It is based on the
evolutionary paradigms of Industry that it gets
slotted into Industry 1.0, 2.0, 3.0 and now 4.0.
In simple terms, the ‘Industry 1.0’ refers to
the era of the end of 18th Century wherein the
first Industrial building clocks aided by steam
and water power with a bit of mechanisation
were employed to power industries. The
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invention of electric power and the expansion
of electric technology became the driving force
in the Second Industrial revolution in the world
in the early 20th Century. This paradigm which
was majorly powered by the European nations
and their inventions is referred to as Industry
2.0. Further, the allied areas of electric
technology like electromagnetism and its
applications powered industries further, which
lifted many European nations from agrarian
economies to become the so called
‘Industrialised Nations’ of the World in the early
20th Century. Then came the Industry which
was powered by Electronics / Semi- conductors
/ ICs/ IT Systems driven automation etc., in
the late 20th Century, which further improved
large scale manufacturing, productivity,
mechanized processes and this revolution got
the caption of ‘Industry 3.0’. Majorly, nations
with giant electronics capabilities like Japan,
USA, Taiwan, Thailand etc., benefitted directly
and to a lesser extent countries who could find
applications of electronics / semi-conductors
creatively in many field to automate like many
European countries and even countries like India
benefitted a lot from using applications of it
through software, design, product / process/
systems improvements etc. The revolution of
Industry 3.0 provided the right opportunities
for nations to develop the sectors beyond Primary
(agriculture) and Secondary (Industries) sectors.
There evolved the rise of tertiary sector of
‘Services’ aided by Automation and Digitization
in the economy of nations which helped major
economies and many smaller economies of the
world to grow exponentially and to lift
themselves up economically and socially. The
‘Services’ component of GDP of nations became
the major driver contributing to the growth and
sustenance of the economies in the era of

Industry 3.0. The revolution provided
opportunities to nations in all areas or ends
of the spectrum say from very hi-tech application
areas like Rockets, Space sciences, Security
devices or Arms, to normal applications of
electronics / ICs in Automobiles, Computers,
Mobile Phones, Production Processes etc., to
low-tech applications in say a Calculator. In
retrospect we can say that nations benefited
according to their capabilities and adaptive
abilities in the era of Industry 3.0.

The current industrial revolution has begun at
the start of this millennium. It is based on Cyber-
Physical systems, Internet of Things (IoT) and
Internet of Services (IoS)  and is referred to
as ‘Industry 4.0’. It is based on the premise
that the data and analytics being left behind
in the era after digitization can be used to capture
value. The next frontier of innovation,
competition, productivity stems from the ‘Big
Data’ and how you are going to drive these
to create value by using advanced tools of
machine learning, artificial intelligence, robotics
etc. The interaction between man and machine
has progressed to such an extent that using data
and analytics real-time, the world of cyber
physical systems will permeate every walk of
life and that will in short, create the next wave
in Industrial revolution of 4.0. All systems of
production, processes and services will be
impacted with the rise in connectivity of internet
and real-time data / analytics and it will be
a world of Internet of Everything. Needless to
say, that there will be a lot of redundancies,
job losses, re-skilling requirements, demand for
newer skills and very many newer opportunities.
Figure below summarises the above paradigms
discussed so far:
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II. Education 1.0 to 4.0

Having discussed the Industry paradigms, it is
pertinent to appraise how Education which is
supposed to provide the human resources for
Industries has progressed alongside in the time
period discussed. The evolution in Education
has progressed across the years, through various
paradigms from 1.0 to 4.0, characterised by
the following. Table 1 below captures the essence
of it. The method of very traditional form of
Gurukul or equivalent systems (the ‘school house
model’ in olden days)  is referred to as Education
1.0. Then came the traditional brick & mortar
University model of  education with adopted
Text, Pedagogy etc., which formed the Education
2.0 era (in fact, experts say it started from the
era of Nalanda, Takshashila etc.).  Still access
to education was a problem in the 2.0 era with

fewer Universities and education being very
pricey with many entry barriers (Caste, Creed,
Colour …included). The industrial revolution
required still large number of people trained
in regimented Curriculum, Subject / Discipline-
based,  with patterned pedagogy, time-driven
evaluations etc., wherein student who underwent
a curriculum gets a certificate which can be
used to earn a livelihood by working in
Industries, Trades or Professions etc. This era
of regimented education, based on Syllabus/
Semester/ Certification/ Credits etc., in various
disciplines, trades supplied the human resources
employable to the industries, trades and
professions. The European / Western University
model that has been in vogue for nearly more
than a Century now falls into this variety of
Education 3.0, though it has undergone/ going
various changes in the formats, of late.
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Well, If you closely look Education 1.0 till 3.0,
it is largely driven by Teachers / Professors
– be it Curriculum, Credits, Syllabus, Mode
of delivery, Evaluations, Pace, Duration, Choice
of what to study, when, where etc., Though
oflate many Universities offer fully flexible
choice based curriculum, the choice isn’t wide
enough in terms of delivery models, pace,
subjects, flexibility (in terms of student needs)
etc. The era of Education 3.0 drastically
improved quantity, access to people as many
Universities got started in the period across the
world including in developing and under-
developed countries and accessing education
by people has become relatively easy (incl. on
pricing parameters).

Then where is the issue?. The mass production
model is failing and ‘quality/ employability
concerns’ and the value of the degree is being
heavily questioned by the major stake-holders
in the system (incl. students and employers).
The man-making component of ‘Education’
which was there to some extent in the earlier

formats of 1.0 and 2.0 seems lost. The Certificate
/ Degree is becoming an item of only
‘Ornamental Value’ is the general refrain and
is not backed by Skills / Competencies, is the
complaint often from the Employers. The mass
production of graduates of suspect quality in
very many formats has become the moot point.
Education is becoming a factory for producing
lot of pseudo- professionals is what industry
laments.  As regards students, they find it too
regimental, not creative enough and burden-
some. It is here that  Education 4.0 is being
talked about ?. The teacher centric education
is already giving way to Student- Centric
Education Systems. In the coming era of
Education 4.0, the focus will be in creating
individual learning experiences with the option
of Subjects, Disciplines, Modes, Pace, On-tap
evaluations, Certifications, Skills  authenti-
cations, Gradations of Expertise, Peer Review
by way of Skill Validation / Registry  etc., The
current mass-education models will be  replaced
with many other models of Hybrid, On-line,
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Week-end, MOOCs (Massive on-line Open
Courses), Other on-line models of certifications,
Flipped Class-rooms, Virtual Class Rooms
(attending from the house or the convenience
of office etc.), Focused Chat Rooms (incl.
online), Short-term programmes for specific skill
building etc.

Many of these components of Education 4.0
has already come in the world  and with further
acceleration of disruptive technologies like IoT
and IoS, the education sector will see lot of
influence of disruptive technologies reshaping
Education. It is only a matter of connecting
the dots and finding brilliant creative ways of
using these technologies for the cause of
‘Educating the masses’. The app-driven / Direct
to Phone (DTP), and other Simulated models
will totally takeover the ‘Concept Education’
part of it in any discipline be it - Mathematics,
Sciences, Commerce, Economics, Management,
History, Sociology, Engineering, Medical
Sciences etc., Battalion of teachers / professors
won’t be required to drill and clarify concepts
in schools, colleges or Universities. The students
will get access to the best of  teachings /
clarifying concepts mostly free or in paid format
at the comfort of his home or work place, and
the high-handed ring-master variety teachers
would no longer be required. Only facilitating
teachers with a very high degree of Zen and
zeal would be the ones in demand.   ‘The student’
will be at the centre of Education 4.0, and all
the models spun around him/ her, to enhance
his/ her skills, abilities, knowledge, aptitude
and attitudes etc., The students will have wide
choice in terms of subjects to be taken for studies,
modes, duration, interests, pace, degree of
toughness etc. Only institutions which imparts
cutting-edge skills, enhances competencies and
gives an experience to cherish for the students
at their pace to learn, will thrive.

With the skills shortage on one hand and
redundancy of skills acquired by people on the
other hand (in Industry 4.0 adoption period),
added to the shelf-life of skills getting shorter
in the Industrialised / Service-Led Economies
of the world, the field of Education impacting
the Industrial sector and in turn getting impacted
need not be over-emphasized. Industry / Services
who are the major users of Graduates, are
themselves  baffled about the changes taking
place in the industrial scene (Refer Industry
4.0 discussion) and are in a quandary on the
kind of skills that would be required to power
Industry 4.0 or to sustain it. The connectedness
between these paradigms of Industry 4.0 and
Education 4.0 from a symbiotic survival point
of view would be clearly evident from the above
discussions.  Terrific amount of re-skilling will
be called for when Industry goes full throttle
to 4.0.  There is a big role for Educators to
play here as well. Various newer methods /
models of re-skilling and re-skillers will  evolve
and educating or training / re-training masses
will end up as a life-long phenomenon/ activity.

III. Demographic Dividend

This contours of paradigmatic shifts taking place
in the evolutionary phases of Industry and
Education in a timeline, need to be also read
in tandem with the shifts taking place in
demographic profiles of countries. Especially,
case like India, where major young population
for the World is going to come from (1 in 7
by 2025). With pressure to find jobs for teaming
millions of youngsters, who are going to throng
for jobs for each successive years for the next
10-15 years, tough task is on hand. Fig 4.1
which depicts the Population Pyramid of India
by 2020, would clarify that.  With more than
65 % of the population below the age of 30,
India will be the major contributor to the world
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economy in terms of human resource pool. What
kind of a Human Resource Pool will India give
to the world ?. Will it help to power Industry
4.0?. The so-called ‘Professionals’ (be it
Engineers, Doctors, Management Graduates, IT
Professionals etc.) coming out of Indian
Education System, be able to deliver not only
in India but any where in  the World (as most
of the youngsters may have to be exported to
other countries for jobs).

World is looking upto India and wants to know
how India will make use of this opportunity.
Will India become the next production /
manufacturing / services hub of the world
(ofcourse beyond slogans of ‘Make in India’
et al !!) ?; Can India’s young population deliver?;
Does it have the wherewithal and discipline
to lead Global Growth?;  Can India lift itself
out of poverty with this god send opportunity?.
These are questions agog in the minds of people
watching the scene evolving. Unfortunately,

Fig 4-1 :  Population Pyramid – 2020- India
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Fig 4.2 – World Population by 2025

reality evolving as of now is very uncomfortable
in all fronts. Even awareness of the evolving
scenario is missing among the so-called
‘Educated’ veterans, not to blame of youngsters
– most of whom are in slumber and aren’t
interested to think / dwell deep. Youngsters seem
happy in their comfort zones of the present
and want to continue the party and aren’t over-
awed by the evolving world, though it is going
to affect them the most . Fig 4.2 – gives us
the picture of the world population by 2025.

Conclusion

By 2025, India with highest population of people
in the World (both by total account and by

the account of working-age population) has
opportunities and insurmountable challenges
thrown at it. Will India and Indians with its
myriad bureaucratic issues and inner rigidities
‘Make it’?. Or Will it fritter away the advantage
of Demographic Dividend and cite excuses,
alibi’s and governance problems which it is
known for. World is watching the paradoxical
situation. Infact, managing the ‘connectedness’
of  the variables ‘Industry 4.0’, ‘Education 4.0’
and ‘Demographic Dividend’ is the Key in
solving this simultaneous equation in the
evolving dynamic world order.
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CEO INTERVIEW

Mahesh Kumar, Founder and Chief Executive Officer
Pradeep Gulipalli, Co-founder and Chief Delivery Officer

TIGER ANALYTICS

Mahesh is the Founder and CEO of Tiger
Analytics. He started Tiger Analytics with
a desire to bring his experience in
management science to help organizations
achieve superior performance through the
application of advanced analytics. Before
founding Tiger Analytics, Mahesh was on the
faculty of the Smith School of Business and
Rutgers Business School. He has conducted
research in the areas of data mining and
statistical modeling and has successfully
applied his research to solve problems related
to forecasting, pricing, promotions, and
customer segmentation for a wide range of
businesses across various verticals. Mahesh
holds a Ph.D. in Operations Research and
Marketing from MIT, and a B.Tech in
Computer Science from IIT Bombay.

Pradeep is a Co-founder of Tiger Analytics
and currently heads our team in India. Over
the last decade, he has worked with clients
at Fortune 100 companies and start-ups alike
to enable scientific decision making in their
organizations. He has helped design analytics
roadmaps for complex business environments
and architected numerous data science
solution frameworks, which include pricing,
forecasting, anomaly detection,
personalization, optimization, behavioral
simulations, etc. Pradeep holds an MS from
UT Austin and B.Tech. from IIT Madras.

1) What are the present challenges that are
faced by Analytics Companies in India
and how is it distinct from IT Companies?

IT, as an industry, has been in existence
significantly longer and is more mature than
Analytics. In general, clients have a good
understanding of what to expect from an IT
project and have several examples around them
to look at and get a sense. There is a high-
level consensus on cost, timelines, and eventual
value of an IT initiative. On the other hand,
Analytics is being adopted for the first time
in many companies and they are going through
a learning phase of what works and what doesn’t
for their business. The different phases of
maturity of the two industries mean different
sets of challenges. IT companies have to worry
more about competition and less about
convincing the clients of the value of the
solution. It’s usually the opposite for Analytics
companies, though changing. Analytics sector
with its new age offerings is growing faster
than IT sector.

2) What are the major technological
developments that have transformed the
analytics industry?

As companies go digital, they are
inadvertently able to collect a lot of data about
various business processes and activities. Of
course, as companies realize the of potential
value of data and as the cost of data storage
and collection plummets, they are consciously
collecting relevant data. Abundance of data and
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availability of technologies to analyze data at
scale have been big drivers of growth for the
analytics industry.

4) What are the strengths that you would
look at when recruiting your workforce?

In any Analytics team, you typically need three
broad skillsets – data analysis, data engineering,
and tying analytic & business outcomes.

Data scientists are primarily responsible for data
crunching and analysis. We look for strong
programming and quantitative skills as building
blocks. A good understanding of relevant
algorithms and mathematical models is useful.

Data engineering involves laying the foundation
for the data, building data pipelines, and
applications. Engineers with sound
understanding of data structures and big data
fundamentals do well in these roles.

Business consultants usually take on the role
of translating business needs into analytical
problems, and then tie analytical outcomes to
business solutions. In addition to analytical and
business aptitude, we look for programming
skills among consultants as well.

5) You have clocked a relatively quicker
growth Can you tell us the issues that
you faced as a start up?

It takes time to build credibility as a
company. So, when we started, we had to use
our personal credentials and network both to
recruit people and also to sign clients. This
phase cannot last forever and quickly we had
to demonstrate expertise and build credibility.
We need to build the sales and delivery teams,
business operations, IT and data security
protocols, people processes – all from the
scratch. Each of these areas comes with its own
set of challenges. Significant and sustained effort
is needed to put these in place.

6) In your opinion what are the necessary
steps that are needed to encourage start
up culture in India?

Start-ups exist because they are trying to
do something new, create a new business model,
usher in a new technology, and along the way
providing employment. Its important that we
have a conducive environment for Start-ups.
The government already has several schemes
in place to help Start-ups and I feel things have
gotten much better over the years. Starting a
digital business is quite easy today. Easing terms
of accessibility of finance to start-ups and
creating formal/structured mentor networks can
give boost to Start-up success rates.

7) In the context of Internationalization of
your business, what are the actions taken
by Tiger Analytics?

Our business was international from the
very start. We have offices both in India and
US from the very start. For Indian companies
wanting to go global, rather than doing it all
by themselves from the very start, they can
explore partnering with companies in other
geographies. They can learn about the new
geographies through these partnerships and use
it as a launching pad, should they decide to
do it all by themselves at a later stage. Several
countries have official teams trying to attract,
facilitate, and help Indian startups set up
operations in their countries. Speaking to them
can also help.

8) What are the Best Practices that you follow
in Tiger Analytics?

As a company that deals with a lot of data,
we need to follow stringent information security
protocols. We are ISO and SOC certified – these
are industry standard certifications to ensure
data security. In addition, there are a host of
regulatory compliance that you need to following
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– these cover accounting, people processes,
safety etc.

To be able to execute complex analytics
engagements in a global delivery model, we
have best practices around project delivery.
These help us ensure we are able to consistently
delivery high quality work to our clients.

9) Where is the Analytics industry headed
say 5 years from now?

There is a lot of buzz around AI and
Analytics now. Over the next 5 years, we will

see more companies adopt analytics deeper into
their operations. Analytics will become table
stakes rather than something nice-to-have. This
will mean a lot of job opportunities in this area.

As the industry matures, we’ll see specialized
analytics expertise aligned to different industry
verticals. Several use cases will be addressed
by products, but most of the use cases will
still need custom solutions. We’ll likely see
lot more intelligent automation, where data-
driven decisions are made in an automated
manner.

GITAM
Review of
INTERNATIONAL BUSINESS

Call for Papers

GITAM Review of International Business, a bi-annual publication of the GITAM School of
International Business, Visakhapatnam, India, is a journal devoted to contemporary issues in
International Business which encompasses to include such areas as International Business Strategy,
Finance, Marketing, and Policy matters relating to the WTO and other trade related issues.
Papers well researched in the area of International Human Resource Management and Global
Supply Chain Management are also welcome. Original theoretical and empirical contributions
including select reviews  discussing the state of the art in functional areas of International
Business  will be published. Papers from academicians, Industry analysts as well as policymakers
are welcome in order to provide alternative perspectives for a wide range of users.

The Review endeavors :

• to provide a specialized forum for the publication of research-theoretical and empirical-
in the area of International Business;

• to foster innovative thinking, research, and action in International Business;

• to report on alternative perspectives in International Business that generate interplay between
theory and practice.

Please send your papers to

Editor-in-Chief
GITAM Review of International Business
GITAM School of International Business

GITAM (Deemed to be University), Visakhapatnam - 530 045. India

You may also send your papers at grib@gitam.edu
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International Conference
on

INDIA-ASEAN PARTNERSHIP @ 25
10th February 2018

Sponsored by

India’s association with Southeast Asia can be traced back to ancient times. No other country
has influenced the region as much as India by way of religion, language, culture and civilisation.
However, Southeast Asia was hardly of any high foreign policy priority to India till many

years until the initiation of India’s ‘Look East’ policy, which was an effort to forge extensive
economic, strategic and cultural relations with the nations of the AsiaPacific region, was formulated
and enacted during the year 1991 that has accelerated India’s trade and investment relations with
the East Asian neighbours. Today, India and the Association of Southeast Asian Nations (ASEAN)
relations have traversed a long, dynamic path interspersed with multiple achievements to reach
the year 2017, when the two are celebrating 25 years of their partnership. India and the ASEAN
uphold each other’s centrality in shaping the evolving regional architecture. In pursuit of this
objective, India’s ‘Look East’ Policy had morphed into ‘Act East’ in the year 2014. Today, the
ASEAN-India put together consist one of the largest economic regions with a total population
of about 1.8 billion and a combined GDP of more than US$ 3 trillion. ASEAN is currently India’s
fourth largest trading partner, accounting for 10.2 percent of India’s total trade. India, on the
other hand, is ASEAN’s 7th largest trading partner; India’s service oriented economy perfectly
complements the manufacturing-based economies of the ASEAN countries. Despite an impressive
trajectory of trade relations between the two nations, there is room for further growth through
the integration of India into the Asian value chains. The Asia-Pacific is one of the most dynamic
regions of the world today, and it is necessary for both India and the ASEAN countries to play
a central role in shaping the so-called ‘Asian Century’. Formidable security challenges remain,
and the two sides must think strategically to increase cooperation for a favourable balance of
power as maintaining regional stability is a priority for both India and the ASEAN. Also both
the regions are also increasingly facing non-traditional security challenges like piracy, terrorism,
human trafficking and serious climatic change effects for which greater coordination is needed
and both the countries share common aspirations that resonate with peaceful and prosperous regional
security architecture. In this background the current International Conference would set the stage
for analyzing the achievements of Indian-ASEAN Partnership @ 25, discuss the common problems
faced by the nations, share experiences regarding India and the ASEAN – Cross border challenges

FORTHCOMING EVENTS AT GSIB
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existing in these markets and discuss on the role of both the partner countries in the shaping
the new ‘Asian Century’.

THEMES AND TOPICS FOR DISCUSSION
• India’s Look East Policy & Act East Policy
• Trade between India and the ASEAN - Comparative Advantage - Market/Product   Diversification

- Supply Chain Management
• Tariffs and Quotas
• Domestic foundations for the Rise of India – ASEAN Partnership
• Development Choices
• Intra-trade among ASEAN Countries
• Infrastructure & Development: India & the ASEAN
• Issues Related to World Trade Organization and United Nations
• Impact of Global Economic Crises on India and the ASEAN countries
• International Monetary Cooperation
• Impact of Currency Fluctuations
• Role of Asian Development Bank
• Impact of Globalization on Income Inequalities among the region
• Financial Stability in the Asia Pacific Region
• Role of ASEAN in the International Political Economy
• Asian Century
• Security Challenges in the Asia-Pacific Region
• Human Trafficking
• Terrorism
• Piracy
• Food Security – Bio Diversity
• Sustainable Development & Inclusive Growth
• Climate Change
• Ecological Balance
• Environmental Challenge

FOR FURTHER DETAILS AND CORRESPONDENCE PLEASE CONTACT:
Dr. Radha Raghuramapatruni

Programme Director & Chair Person: Continuing Education Programmes
Associate Professor in International Business & Economics

GITAM School of International Business, GITAM (Deemed to be University),
Mobile: 9849855404, Office: 0891-2840412

Email: radha.raghuramapatruni@gitam.edu,  dr.radhapatnaik@gmail.com,  cep.gsib@gitam.edu
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National conference
on

Services in Emerging Markets: Opportunities & Challenges
9th-10th March, 2018

Managing services and creating value has become challenging task in emerging markets.
Service sector opens numerous opportunities with challenges in global competent markets.
The development towards the “Service Society” has long viewed to be just an academic

vision but has already become a reality to a large extent. Innovative services drive and go along
with economic change, they act as a motor for social renewal and contribute significantly to
strengthening the competitiveness. The emerging areas like service dominant logic, customer value
creation, relationship marketing, CRM, Technology etc. opens new challenging avenues to continue
the journey of research in the field of knowledge. It’s highly necessary to update, identify and
emphasis these emerging areas. Every manager and every researcher needs to understand the
quickly changing needs of customers. The Conference brings the managers and academic researchers
together to prepare for what tomorrow brings.

THEME OF THE CONFERENCE:

The theme of the conference is “Services in emerging markets: opportunities and challenges”.
In broader way sectorial themes: Health Care, Tourism & Hospitality, Transportation, Banking
& Finance, Education, Agriculture, Technology, Trade & Retail, Information, Media and
telecommunications, Nonprofessional services, education, Sports & Events, Entertainment, Public
services, outsourcing, logistics & supply chain services and any other related segment. The following
are Domain specific sub tracks (indicative not exhaustive):

• Services Marketing Mix

• Service quality and measurement

• Service concept and service design

• Creating and maintaining a service culture

• Service environment

• Stimulating service innovation and networks

• Service encounters: role of customer & employee

• Optimizing service networks and value chains

• Relationship marketing of services and CRM

• Internal and Interactive marketing

• Consumer behavior in services

• Services branding and selling services
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• Service recovery mechanism

• Service engineering and operations

• Service systems: value and value co-creation

• Enhancing the service experience through co-creation

• Fostering service infusion and growth

• Service dominant logic (SDL)

• Measuring and optimizing the value of service

• Leveraging technology to advance service

• Financial and economic impact of service

• Improving well-being through transformative service

• Ethical issues in services marketing

ADDRESS FOR CORRESPONDENCE :
Dr. A. Subrahmanyam
Conference Director

GITAM School of International Business
GITAM (Deemed to be University)

Visakhapatnam – 530045
Email: smconference@gitam.edu

dr.sbmy@gmail.com
Ph: +91-891-2840408,

Mob : +91 9481577663 (WhatsApp)
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INTERNATIONAL & NATIONAL BUSINESS UPDATES

1) $89 billion lost in underuse of European Union
free trade agreements, report shows Importers
and exporters make use of the free trade
agreements that the EU has signed with other
countries - but not as much as they could

The full potential of European Union free trade
agreements (FTAs) remains untapped to the tune
of almost 72 billion euros ($89 billion), UNCTAD
and the National Board of Trade Sweden say in
a new report. This is the amount that European
exporters overpaid because they did not take full
advantage of the reduced tariffs offered by the FTAs
that the EU as a bloc has signed with a variety
of both developed and developing countries.

As governments hurry to negotiate or review FTAs
it is important to understand if businesses are fully
using the agreements, argues the report, which is
the first to use the concept of utilization rates to
systematically analyse FTAs entered into by the
EU.

Read More at:

h t t p : / / u n c t a d . o r g / e n / p a g e s /
PublicationWebflyer.aspx?publicationid=1980

2) Chinese RMB Strengthening To 6.10 Against
U.S. Dollar By Year End, SEB Forecasts

Nordic corporate bank SEB has revised its forecast
lower on the Chinese Yuan (CNY) against the U.S
dollar to 6.10 by the end of this year, an appreciation
of 3.174% over their previous projection of 6.30.
By the end of 2019 the bank’s analysts predict
the Greenback at CNY5.80 - indicating an almost
5% strengthening on an earlier forecast (6.10).
Sharing views on the Yuan and why there is potential
for strong growth, Sean Yokota, Head of Asia
Strategy at SEB, said: “China’s currency strength
has more room to grow. This year CNY is off to
a stronger start than 2017, appreciating by 2.6%
versus the US dollar - from 6.51 to 6.34 - or over
30% annualized.”

Read More at:

https://www.forbes.com/sites/rogeraitken/2018/01/

31/chinese-rmb-strengthening-to-6-10-against-u-s-
dollar-by-year-end-seb-forecasts/#589351034d37

3) IATA warns airlines headed for crisis on rising
infrastructure costs

The growing cost of airport infrastructure poses
risks to the global airline industry’s profitability
and growth, the head of the International Air
Transport Association (IATA) said, adding a crisis
due to inadequate infrastructure was brewing almost
everywhere in the world.  “We are headed for a
crisis... Infrastructure in general is not being built
fast enough to meet growing demand,” Alexandre
de Juniac, CEO General of IATA, an airline industry
lobby group, told a conference on Monday ahead
of the Singapore Airshow. He said airport
privatization is among major reasons driving cost
rises when the industry needs affordable
infrastructure to accommodate capacity increases.

Read More at:

https://www.reuters.com/article/us-singapore-
airshow-iata-infra/iata-warns-airlines-headed-for-
c r i s i s - o n - r i s i n g - i n f r a s t r u c t u r e - c o s t s -
idUSKBN1FP05D

4) Blackstone, Strides, Nectar lead race for Orchid
Pharma

Strides, Shasun, Nectar Lifesciences and private
equity firm Blackstone have emerged as frontrunners
for bankrupt Orchid Pharma with Aurobindo and
Dr Reddy’s backing out, said two senior officials
with knowledge of the development. Orchid Pharma
has received 10 offers, which include bids from
four financial bidders and six pharmaceutical
companies, said one of the persons. Others who
have submitted expressions of interest include the
Ramchandra group.

Read more at:

//economictimes.indiatimes.com/articleshow/
62785544.cms?utm_source=contentofinterest&
utm_medium=text& utm_campaign=cppst
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5) America’s tariffs on Bombardier jets, Northern
Irish Jobs, and a harsh lesson in realities of
global trade for May

So much for the special relationship, US Secretary
of State Rex Tillerson promising to stand by Britain
through Brexit, and the promise of an easy-peasy
trade deal afterwards. The US Department of
Commerce showed just how much all those pretty
words are worth when set against the interests of
a giant American corporation facing off against an
international rival. It has hit the new C-Series jet
made by Canada’s Bombardier – which employs
4,500 people in Northern Ireland to help build the
things – with a 220 per cent tariff. This after Boeing
complained of “unfair” state subsidies from the
Canadian and British governments. American carrier
Delta had ordered 75, but you can bet it will be
back to the drawing board (and probably to Boeing’s
HQ) if the trebling of the price it expected to pay
is confirmed. It doesn’t much matter that Boeing
doesn’t have a product with the same specs (a point
made by Delta).

Read More at:

http://www.independent.co.uk/news/business/
comment/americas-tariffs-on-bombardier-jets-
northern-irish-jobs-and-a-harsh-lesson-in-realities-
of-global-a7969471.html

6) Easier norms may help Indian firms go global

Foolproof avatar: The Centre will review norms
and bring out a coherent ODI policy, said Mr. Jaitley.

The proposed Outward Direct Investment (ODI)
policy may contain provisions to make it easy for
many Indian firms, envisioning ambitious plans to
transform themselves into multi-national companies
(MNC), to go global and expand.

Approval requirements and other norms would be
simplified in a manner that would encourage
‘internationalisation’ of Indian companies. However,
sources, privy to the developments, also said the
ODI policy was expected to tighten regulations to
prevent round-tripping structures, where funds are
routed by India-based companies into a newly
formed or existing overseas subsidiary and then
brought back to India to circumvent regulations

here. They said the Reserve Bank of India (RBI)
and the Finance Ministry (tax department) were
concerned about such structures.

In his 2018-19 Budget speech, Finance Minister
Arun Jaitley said, “The government will review
existing guidelines and processes and bring out a
coherent and integrated ODI policy.” According to
India Brand Equity Foundation (IBEF), “Indian firms
invest in foreign shores primarily through mergers
and acquisition (M&A) transactions. With rising
M&A activity, companies will get direct access to
newer and more extensive markets, and better
technologies, which would enable them to increase
their customer base and achieve a global reach.”
Currently, the jurisdiction over ODI is mainly with
the RBI, and the concerned law here is the Foreign
Exchange Management Act.

Read More at:

http://www.thehindu.com/business/Economy/easier-
norms-may-he lp - ind ian- f i rms-go-g loba l /
article22651310.ece

7) China Opens Inquiry Into U.S. Sorghum as
Trade Tensions Worsen

China has opened an anti-dumping and anti-subsidy
investigation into sorghum imports from the United
States, the latest salvo in an escalating trade dispute
between the world’s two largest economies. The
decision, announced by China’s Commerce Ministry
on Sunday, could result in China imposing steep
tariffs on sorghum. It came less than two weeks
after the United States said it was imposing tariffs
on solar panels and washing machines that were
aimed at curbing cheap imports from China and
South Korea.

Read More at:

https://www.nytimes.com/2018/02/05/business/
c h i n a - u s - t r a d e -
sorghum.html?rref=col lect ion%2Ftimesto
p i c % 2 F I n t e r n a t i o n a l % 2 0 Tr a d e % 2 0 a n d %
2 0 Wo r l d % 2 0 M a r k e t & a c t i o n = c l i c k & c
o n t e n t C o l l e c t i o n = t i m e s t o p i c s & r e
gion=stream&module=stream_unit&version=
latest&contentPlacement=1&pgtype=collection
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About GSIB
GITAM School of International Business was formerly known as GITAM Institute of
Foreign Trade (GIFT). GIFT was established in the year 1997. Subsequently, when GITAM
was declared as a deemed to be University under Section 3 of the UGC Act, 1956, GIFT
was brought within the ambit of GITAM and declared as an autonomous School of
Excellence in International Business in recognition of its academic leadership in
International Business in the country. University Grants Commission (UGC), MHRD,
New Delhi has granted independent recognition to GITAM School of International
Business under GITAM ambit, and all the programmes offered by the School have the
approval of UGC. GITAM has been accredited with an “A+” Grade by National
Assessment and Accreditation Council (NAAC), MHRD, New Delhi. GITAM School
of International Business (GSIB) is a member of Association to Advance Collegiate
Schools of Business (AACSB) – International, USA.

GSIB is a part of 100 acre lush green campus of GITAM (Deemed to be University,
u/s3 of the UGC Act, 1956), Visakhapatnam, nestled in the natural splendor amidst the
Eastern Ghats and the Bay of Bengal. GITAM (Deemed to be University) is accredited
with “A+” Grade by National Assessment and Accreditation Council (NAAC) and
Category - I University by Ministry of Human Resource Development, Govt. of India.
GSIB is networked with Professional Organization, Industry, and other business schools
to advance its interests.

The school offers three regular MBA programmes in International Business, International
Banking & Finance and Global Logistics & Supply Chain Management and Modular
MBA in Business Analytics. In addition, the school offers M.Phil and Ph.D. programmes
in International business.

The School is actively engaged in Research. Besides offering the above pre-service
educational programmes, the School offers consulting services to industry, organizing
in service executive education programmes. Students from as many as 18-22 states in
India, and from abroad are studying here.  The school is supported by excellent in-house
facility, distinguished faculty from Industry and the best of schools in India and abroad,
and is provided with world class infrastructure.  The School finds excellent placement
opportunities, and its alumni are well placed in India and abroad.

For further details you can visit us at www.gsib.gitam.edu
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