THE SWEDISH TRADE & INVEST COUNCIL TN N 20y
SWEDEN
CONFIDENTIAL _
FOR INTERNAL USE WITHIN
CLIENT COMPANY ONLY

PERSPECTIVE ON DOING
BUSINESS IN INDIA

HOW TO CAPTURE OPPORTUNITIES IN THE INDIAN RAILWAY SECTOR

09 May 2017
Business Sweden




THE SWEDISH TRADE & INVEST COUNCIL NN 0]
SWEDEN

SCOPE

> Winds of change: Opportunities for Foreign Companies
> Perspective on doing business in India

> Key railway exhibitions and fairs

BUSINESS SWEDEN 11 MAY, 2017 2



THE SWEDISH TRADE & INVEST COUNCIL NN 0]
SWEDEN

INDIAN RAILWAYS IS MOST PROMINENT MODE OF
TRANSPORT IN INDIA

RAILWAY NETWORK LENGTH
(‘000 KM)

68,5
I . s

SA  China Russia India Sweden

e AL Indian Railways (IR) has world’s fourth largest rail network

Rt 3 k! e transporting almost 22 million passengers daily

A highly functional organization — operates 21,000 trains in
a day

IR is world’s eight biggest employer - employs about 1.3
million people

Arabian ool

Sea ey e
....N.._:::t...m_. With total route length of 68,525 km, 41% (28,327 km) is
— i electrified — aim to electrify additional 24,000 km in next 5
Indian Ocean years

Carried over 1150 million tonnes of freight in 2015-16-
expected to reach 2100 million tonnes by 2020
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GROWTH IN FREIGHT TRANSPORT REVENUE WILL
OUTPACE THAT OF PASSENGER SEGMENT REVENUE

INDIAN RAILWAYS GROWTH ESTIMATES

Total revenue

(USD billion)

Passenger

revenue
(USD billion)

Freight revenue
(USD hillion)

SOURCE: IBEF, BUSINESS SWEDEN ANALYSIS

2016

2020 (F)

2016 2020 (F)
32

17

2016 2020 (F)

Freight revenue continues to be main source of income for
IR accounting for over 65% of total revenue generated in
2016

Rail freight traffic is expected to double from current
levels (73.2 mn tonnes) by 2020

Mainly driven by commaodities including coal, food grains,
iron, steel, petroleum products etc

Revenue from passenger segment is estimated to grow at
around 9 % PA to reach around USD 10 billion by 2020

The long-term strategic plan of Ministry of Railways is to
construct six high-speed rail corridors and three dedicated
freight corridors

Indian Railway also looking forward to include new avenues
of revenue generation such as commercial development of
land parcels, advertising on trains etc.
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GOVERNMENT PLANS TO INVEST USD 132 BILLION BY
2020 TO TURBO-CHARGE GROWTH OF IR

INVESTMENT OUTLAY BREAKUP FOR NEXT 5 YEARS I\/_Ioder_nizatiop to focus on t_rack,
(in USD billion) signaling, rolling stock, stations and

terminals; using ICT for improving
efficiency and safety

MoU between Railways research wing
- (RDSO) and Railway Technical
Research Institute of Japan to carry
out research work on acquiring
modern technology

25

10
16

20
100% FDI under automatic route is

permitted for the following:

30
High speed train projects

Dedicated freight corridors

31 . e . .
Railway electrification & signaling

systems

Netwrok Network Safety Station High speed Miscellaneous Total
decongestion  expansion redevelopment elevated
corridor

Freight terminals

Passenger terminals

Metro
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RECENT RAIL BUDGETS OUTLINE AMBITIOUS MEGA
PROJECTS AND INTELLIGENT SOLUTIONS

Track y— Signalling Safety
. - . : USD 15 billion “National Rail Safet

To provide capability for safe, Modern electronic signaling Fund" for a complete safety upgrage
secure and productive freight and technologies for maximizing track by 2022
passenger trains utilization y

: : : . : Aim to reduce accidents by with
Mega projects on expansion and Satellite-based train tracking technologies like Train Pro);ection
excgllence B dedlcated_frelg_ht system to provide real-time Warning Systems and Train Collision
corridors by 2019 and first high information on train location and Avoidance Svstems
speed train projects other trains y

Equipping anti-collision devices

IcT . Station and coach R&D
development

, WiFi in 100 stations this year and “Technology Mission on Indian
RFIII? I_ornmanagement of frelght 400 other stations next year Railways (TM'R)” in association with
operato o Department of Science &
Project “One- ICT” to enhance and Bio toilets for all coaches by 2019 Technology
modernize services and operations Mechanical cleaning of trains, MoUs/Protocols for technical

CCTV surveillance at all stations by stations and platforms cooperation in the rail sector with
Sweden, France, Japan, Russia, UK

2019 Plans to build solar power plants in
P P and Germany

200 train stations
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NETWORK DECONGESTION

DEDICATED FREIGHT CORRIDORS (DFC) ENVISIONED TO ENHANCE FREIGHT
CARRYING CAPACITY OF INDIAN RAILWAY S

KEY FACTS — CASE
Three new proposed DFCs by 2025 will approximately double ALSTOM
t4h6ebe”>|<ils;t]lng network of DFCs - requiring total investment of USD Alstom bagged system contract for Eastern Dedicated Freight

Corridor from DFCCIL for Bhaupur (Kanpur)- Khurja Section
As a progressive measure, 100% FDI under the automatic route
Is permitted for both dedicated freight lines and rolling stock
manufacturing Work funded by World Bank and awarded through international
competitive bidding

Works include electrification, signalling and telecom works

Special purpose vehicle — Dedicated Freight Corridor

Corporation of India (DFFCIL) — has been setup and project to Project Value: USD 230 million (INR 15 billion)
be funded through public private partnership model

OPPORTUNITIES FOR FORIGN COMPANIES

* Power supply product, electronic interlocking,
mobile train communication systems etc

* Sub-suppliers to existing players including GE and
Alstom

Services** Technical consulting, advance data management

systems, designing services for high speed ralil

cBn » Advanced technical support/ collaboration with local
construction companies/ service providers

R&D * Energy optimisation, network management etc

*P&S - PRODUCT AND SOLUTIONS; *SERVICES —TECHNICAL CONSULTING, FEASIBILITY STUDIES AND
SOURCE: VARIOUS SOURCES; BUSINESS SWEDEN ANALYSIS MAINTENANCE SERVICES; “CB - CAPACITY BUILDING
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HIGH PRIORITY AREA DUE TO RECENT SURGE IN NUMBER OF TRAIN ACCIDENTS

KEY FACTS

USD 15 billion “National Rail Safety Fund" for a complete safety
upgrade by 2022

Mishaps at level crossings account for about 40 per cent
of train accidents — aim to eliminate all unmanned level
crossings by 2020

IR lacks sufficient safety features in 80% of Railway
coaches

Working towards Zero accident mission, IR plans to deploy the
European Train Control System, aimed at preventing head-on
collisions of trains, on 28 projects across the country in the next
five years

Train Collision Avoidance System (TCAS) and Train
Protection Warning System (TPWS) possible solutions

SOURCE: VARIOUS SOURCES; BUSINESS SWEDEN ANALYSIS

CASE

French firm THALES started a pilot project last year
involving Train Protection Warning System (TPWS), a
technology meant to prevent train accidents due to
drivers' failure

THALES

Currently being implemented on 68-km long rail line
near Chennai as pilot

Indian Railways aims to functionalize TPWS on a total
of approximately 7,900 km of main lines across the
country

Services** .

R&D

OPPORTUNITIES FOR FOREIGN COMPANIES

» Train Protection Warning Systems and Train Collision
Avoidance Systems

» Components for high speed

* Warning systems for unmanned level crossings

Ultrasonic testing of rail and welds
* Monitoring track geometry

» Collaboration with local component manufacturers for
high speed stock

*P&S - PRODUCT AND SOLUTIONS; *SERVICES —TECHNICAL CONSULTING, FEASIBILITY STUDIES AND
MAINTENANCE SERVICES; "CB - CAPACITY BUILDING
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GLOBAL E-TENDERS BY INDIAN RAILWAYS PROVIDE
DIRECT ACCESS FOR FOREIGN COMPANIES

PRE- RFP POST- RFP

For technical specifications and approvals For tendering and commercial bidding
RDSO Indian Railways E-Procurement System -
(http://www.rdso.indianrailways.qov.in) IREPS (http://www.ireps.gov.in)
Research Designs and Standards Organization (RDSO) is Official portal of Indian Railways for procurement of
a technical advisor to Railway Board, Zonal Railways and Goods, Works & Services, Sale of Materials, and
Production Units Leasing of Assets through the process of E-Tendering,

_ _ E-Auction or Reverse Auction
It has following functions:

, , It caters to requirements of all Zonal Rlys. and
Development, adoption and absorption of new Production Units of Indian Railways

technology for use on Indian Railways

_ Registration of bidder on IREPS website is mandatory
Development of standards for materials and products for submission of bids against tenders issued

needed by Indian Railways

o o . Vendors registered with IREPS site can download
Technical investigation, statutory clearances, testing and tenders and submit bids for any of the Zonal Railways
providing consultancy services

Inspection of critical and safety items of rolling stock,
locomotives, signaling & telecommunication equipment
and track components

11 MAY, 2017 15
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INDIA - A NATION OF 29 STATES*, 7 UNION
TERRITORIES, 19 LANGUAGES AND ALL RELIGIONS

The Republic of India

Native languages

*Hindi 41%,
*Bengali 8 %,

* Telugu 7 %,

» Marathi 7%,

* Tamil 6 %,

* Urdu 5%,

* Gujarati 5 %,
* Kannada 4 %,
* Malayalam 3 %,
*Oriya 3 %,

* Punjabi 3 %,

* Other 8 %

Jammu&
Kashmir
Punjab Himachal Pradesh
Chandigarh Uttaranchal
Haryana
Delhi
Rajasthan Uttar
Pradesh
Bihar
. Jhark-
Gujarat Madhya hand
Pradesh
Chhattis-
_ garh )
Damané&Diu /S lfisea
Dadar & Nagar Haveli VEleesia
Telangana
Pondicherry
Goa Andhra
Pradesh
Karnataka
Tamil
Lakshadweep Nadu
Kerala

Sikkim

Arunachal
Pradesh

Assam Nagaland

Meghalaya .
Manipur

Tripura Mizoram

Bengal

Andaman&
Nikobar Islands

Religions

* Hindu 81 %,
Muslim 13 %,
Christian 2 %
Sikh 2 %,
Other 2 %

English knowledge
« 150 million speakers
« 350 million users

* In August 2013, the Indian Government passed a decision to create the 29t state, Telangana, through a division of the current state of Andhra Pradesh

BUSINESS
SWEDEN
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DOING BUSINESS IN INDIA IS VERY DIFFERENT FROM IN
SWEDEN

Ease of doing business ranking 2015, selected countries

Relati k f1l [ . : :
elative rank out of 189 surveyed countries India jumped to 130 from 142 in 2015 on ease of doing

Hard Easy business, but has set a target to reach top-30 in the

Starting a business ——x : % : next three years
Dealing with (155) (e The country has a long-standing problem with lack of
construction permits ZX A transparency and widespread cronyism in the
(185) @5 bureaucratic and state regulated sectors, most notable

Getting electricity : ' in

(26) (® . . . L
Registering property . A ‘ Getting construction permits, which is done by

(138) .-~10) local boards and registering property
Getting credit ' ' ‘—% ' Enforcing contracts, where the legal system is
(75) () notoriously slow

Protecting investors : ' ) , . .

19y (7) Also, excessive regulation makes starting a business
Paying taxes ; . a . and paying taxes relatively difficult
Trading across (72) @8, The educated middle class is putting pressure on
borders ' ZX ' ‘_' politicians for more transparency and less corruption in

(143 /(18 these areas, igniting hope for change through
Enforcing contracts — ' ‘ ' democratic elections
(172) (22)
Resolving insolvency ' x5 ‘ !
(136) (19)

India ‘Sweden

SOURCE: THE WORLD BANK, ECONOMIC TIMES, BUSINESS STANDARD
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SWEDISH COMPANIES FEEL THE CHALLENGE BUT HAVE
A BRIGHT VIEW OF THE FUTURE

Perceived business climate Estimated market share
Share of companies response (Balance="“Neutral”) Share of companies response

39%

Favorable

Not favorable

2013 2014 2015 >60%  40-60% 20-40%  5-20% <5%

Expected business climate in three years Key challenges

Much better 2904 * Bureaucracy and corruption — 70% consider it a top-3
issue
Better 60%

. * Tax regulations and taxation rates — big anticipation on
Unchanged 8% a national Goods & Service Tax
Worse |1 2% « Import regulations, restrictions and customs duty —
Much worse | 0% especially in Life Science / Healt Care and Automotive

SOURCE: BUSINESS CLIMATE SURVEY 2014-15 BY THE SWEDISH CHAMBER OF COMMERCE, BUSINESS SWEDEN , AND THE SWEDISH FOREIGN MISSION IN INDIA
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INDIAN AND SWEDISH BUSINESS CULTURES ARE
DIFFERENT, YET COMPATIBLE

1. Perception of
time

2. Signal of
importance

3. Business vs.
Private

4. Professional
hierarchies

5. Explicit
honesty

The stereotype
Swede

&=

Prefers to be punctual

The generic
Indian

Values flexibility in daily
schedule

Assigns task and expects
delivery as agreed

Prioritizes based on
frequency of reminders

Appears to separate
business and work

Invites to home dinner
quickly

Informal relationships also

to superiors

Values and respects
hierarchies

Direct — “let me tell you the
uncomfortable truth”

Addresses issues one-on-
one, separately

BUSINESS
SWEDEN

Repeat your key
message

Set off more time
than you initially
think needed

Work the
hierarchy to your
advantage

Repeat your key
message ©

11 MAY, 2017
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CRITICAL SUCCESS FACTORS TO ESTABLISH AND
EXPAND YOUR BUSINESS IN INDIA

Do your
homework

Take a long
term view

Hire the best
people

Have a
strategy for
price / cost

Be objective
oriented

Be careful
when
partnering

India is not only a country, it’s a continent full of customers, competitors and colleagues.
Apply a fact based approach and develop a strategy for your entry and growth in India.

India is a long term market. Plan establishment in phases and bring patience and
perseverance. Expect red tape, bureaucracy and lengthy procedures.

Doing business in India can be tougher than most markets — send you best man/woman
for the job. Hire carefully and go for competence and attitude — not low cost!

India can be very profitable, if you have a strategy for price and cost.

Focus on business objectives - Expect things not to go according to your plan
Study negotiation techniques — they will come handy both in business and privately

The right partner can make it — the wrong partner may break it! Be thorough in screening
of local partners and choose carefully. Be very careful before entering a Joint Venture.

11 MAY, 2017

BUSINESS
SWEDEN

23



THE SWEDISH TRADE & INVEST COUNCIL 4TINS [N[333
SWEDEN
by
wy

MAKE SURE TO VISIT THE MARKET REGULARLY -IT
HELPS YOUR BUSINESS AND MAKES YOU HAPPY!

Frequency of visit to distributor Share of respondents in category ‘satisfied’ or
Percent of responses ‘very satisfied’

More than twice a
year

38% 88%

80%

Twice per year

Once per year

Every other year

Have never visited

ALSO, THOSE THAT VISIT OFTEN ARE MORE SATISFIED (THOUGH, MAYBE THAT'S WHY THEY VISIT...)

11 MAY, 2017 25
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KEY RAILWAY CONFERENCES AND EXHIBITIONS

-
= ?]} III] 201 7
R ll I n l Z INTERNATIONAL RAILWAY
EQUIPMENT EXHIBITION
CONFERENCE & EXP Global Platform for Railway Technology & Services
11-13, OCTOBER 2017 « PRAGATI MAIDAN, NEW DELHI, INDIA

18" - 19™ May 2017, New Delhi

18t — 19t May, 2017 11th-13t October, 2017

The 2017 edition of the Rail India QUGENIEE Iy linl® o SISl e O
Conference (http:/fwww.india- Indian Industry (CII), in association

railway.com) plans to focus on the need with the Ministry of Railways

for Investments, new teChnOI()gy and International Ra”way Equipment
safety measures in Indian Railway Exhibition (IREE -
http://www.ireeindia.com) is the only
international event in India for the
Railway and its related sectors

The conference will have the presence
all major stakeholders, national and
international together at one platform to

discuss the future and way forward for The IREE attracts participation and
Indian Railways visitors from around 20 countries
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Presence Knowledge Network

Established in 1996 Two offices 25 experienced Represent Official
Export support New Delhi and Bangalore consultants Sweden in India
activities in India since Additional support Focus on international Dual ownership
the 1950s in Kolkata through Swedish business development between Swedish Gov
and Mumbai Consulates in Mumbai, Mainly locally employed and Industry
Yearly Track Record: Chennai and Kolkata Speak 10 languages Brand Sweden

250 projects Support across South combined Swedish Embassy

20 incorporations Asia through Swedish Combination of industrial » Swedish companies

600 queries Consulates in and consulting Indian business and,
Four experienced Bangladesh and Sri experience government bodies
investment advisers Lanka
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CONTACT US

BUSINESS SWEDEN IN INDIA

NEW DELHI

Business Sweden

Embassy of Sweden, Nyaya Marg,
Chanakya Puri, New Delhi-110021, INDIA
T +91 11 46067100

BUSINESS SWEDEN

BANGALORE

Business Sweden

SKAV Lavelle 909, Richmond Circle,
Bangalore-560 001, INDIA

T: +91 80 415 29100

THE SWEDISH TRADE & INVEST COUNCIL TN o
SWEDEN

We are located in India since 1995
and have offices in Bangalore and
New Delhi.

From our offices in India, we also
cover Afghanistan, Bangladesh,
Bhutan, Maldives, Nepal, Pakistan
and Sri Lanka.
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ORGANIZATIONAL STRUCTURE

Ministry of Railways

Railway Board

1 1
1 1
i Chairman of !
' Board i
: | ‘
1 1
: :
1 . .
i Member Member Member : Financial i
i Electrical Member Staff Engineering Mechanical Member Tratffic Commissioner i
1 1
]

General Manager

General Manager General Manager T Public sector
: : ; (Central organization for :
(Zonal railways) (Production units) . e undertakings
railway electrification)
18 Zones 6 units

The apex management organization is the Railway Board, also called the Ministry of Railways
The board is headed by a Chairman who reports to the Minister of Railways and has five other members

The General Managers of the zonal railways and the production units report to the board
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