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AMajorChunkOfTheOffshoringContractsWorth$10BillionWillComeToBangalore
Mini Joseph Tejaswi &
Anshul DhamijaITNN

Bangalore: TheCentralgov-
ernment's,offset policy is ex-
pected to bring aviation off-
shoring deals worth over $10
billion to the country in the
next couple of years.

The government has al-
ready committed to acquire
commercial and defence avia-
tion products, aircraft, com-
ponents, services and equip-
ment worth $40billion, with
an offset component ranging
from 30%to 50%.

Under the offset policy,the
government holds back a min-
imuni 30% of the invoice val-
ue of any civil or defence avi-
ation related purchase over a
mutually agreed period of
time, till the seller outsources
services equivalent to that of
the offset share. The policy is
aimed at helping to build an
eco-system to support the
growth and upkeep of the in-
dustry. Some of the deals

cleared include: 68 aircraft
from Boeing for Air-India at
$6.7billion(with an offsetshare
of 30%),43aircraft from Air-
bus for Indian at $2.7billion
(40%),200helicopters from Eu-
rocopter for defence at around
$20 billion (50%), and 126
MRCA(multi-role combat air-
craft) from multiple vendors
for defenceat $10billion (50%).

"In fact, the orderbook for
commercial aircraft alone
would cross $80 billion by 2020,"
says Kapil Kaul, CEO (India)
of Centre for Asia Pacific Avi-
ation (CAPA).

The major chunk of these
offshoring deals are expected
to land in Bangalore. Current-
ly, no other location in the
country haS a comparable avi-
ation ecosystem.

"Bangalore will get over
70%of these offshoring deals.
Most of these engagements
will be IT support solutions,
software development, avion-
ics and engineering areas,"
Kaul said. C G Krishnadas

. AirbusparentEADSand
Jupiter Aviation and Logistics to

collaborate with Indian to set up
anMRO.
. Lockheed Martin in talks for a

partnership with the Tata Group

. Boeing in talks with l.&T

. HCL Technologies is partnering
with Britain's Smiths Group's

aerospace unit to set up an engi-

neering services centre

. Sat yam Computer in talks for

an alliance with US defence major Northrop Grumman

. Raytheon has tied up with Tata Power's strategic electronics divi-

sion for defence related technologies

. CFM International and Indian JV for setting up an MRO facility

Nair, president of Society of
Indian Aerospace Technolo-
giesand Industries (SlAT!)and
former chairman of HAL,says
the offset policy opens up a
huge business opportunity for
the entire country. "Bangalore
will have a special advantage

as it has an active aviation
landscape supported by R&D
activities. Companies that op-
erate in the aviation space
should adhere to stringent
quality standards, corporate
policies and transparent au-
dit/accounting methods to at-

tract foreign collaborations,"
Nair said.

According to Dataram
Mishra, CEO of engineering
services company Cades, "ca-
pacity,capability,cost and com-
pulsion" will be the drivers of
this emerg,ing space. "Global
enterprises are under severe
pressure to scale up their ca-
pacity and capability without
incurring any additional cost.
At the same time, they are un-
der regulatory frameworkslike
offset policy that makes it
mandatory for them to out-
source work to India," he says.

The aviation engineering
business alone is expected to
be over $4billion by 2020.The
space will mclude developing
sub systems, intelligence for
landing gear, structural body
frames for aircraft, interiors,
cockpit,and entertainment sys-
tems. "Theoffsetarrangement
will trigger a number of ac-
quisitions and joint ventures
by foreign and domestic play-
ers in the engineering space,"

says Prakash Krishnaswamy,
president of product engi-
neering company EASi,an Al-
legis Group company.

An army of players are
waiting to cash in on the avia-
tion opportunity. They include
public sector giants like HAL
and BEL; private sector man-
ufacturing majors like L&T,
Godrej,Mahindra &Mahindra,
Tata, Ashok Leyland, Kir-
loskar; product engineering

firms like cade~H~ ITfIrms TCS,Wipro, osys, CL
and other avionics,equipment,
componentand hydraulicman-
ufacturing firms like Dyna-
matics Technologies, Taneja
Aerospace, Triveni, Cimtool,
Maini, Titan and Accord Soft-
ware.

"We are gearing up to be
part of the multi-crore offset
market," said Gautam Maini,
MD of Maini Precision Prod-
ucts, which manufactures en-
gine, hydraulic and fIltration
components.
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