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Private participation as key growth enabler for industrial, 
infrastructure sector 

In the fourth tranche of the stimulus package, the Finance Minister outlined the new horizons of growth in

the industrial and infrastructure space with focus on upgradation of industrial infrastructure, introduction of

commercial mining in the coal sector, self reliance in defence production through ‘Make in India’. The

government also focused on developing world class aviation infrastructure, tariff reform policy for power

sector, privatisation of discoms in UTs, boosting private sector investment in social infrastructure sector,

private participation in space activities and atomic energy related reforms. More so, there was an effort for

inclusive infrastructure development to kick start the capex cycle in the medium to long term.

Key Highlights:

 Self reliance in coal production: The government plans to introduce competition, transparency, private

sector participation in the coal sector. The government plans to invest in infrastructure development for

enhanced evacuation from mines to plant locations. Coal gasification/liquefaction will be incentivised

and coal bed methane (CBM) extraction rights would be auctioned from Coal India’s (CIL) coal mines

 Six more world class airports have been identified for the second round on a PPP basis: The bid

process would commence immediately. Another six airports will be put out for third round of bidding.

This will boost private sector investment in social infrastructure, which is suffering from poor viability

through revamped viability gap funding (VGF)

 To notify a list of weapons/ platforms for ban on import, indigenisation of imported spares, separate

budget provisioning for domestic capital procurement: It is aimed to reduce huge defence import bill.

FDI limit in defence manufacturing under automatic route will be raised from 49% to 74%. Future

projects with planetary exploration , outer space travel, etc, would be open to the private sector
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Key Highlights (Continued…)

 Privatisation of discoms of UTs to improve sub-optimal performance of power distribution & supply and

bring improvement in operational and financial efficiency in distribution

 At present, only 60% of airspace is available for civil aviation. Restrictions would be eased, which will

eventually lead to optimal utilisation of airspace and reduction in fuel and time. The total cost savings for

airlines would be | 1000 crore/year
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C o m m e rcial co al/ m in e ral m in in g

Self -re liance in coal production. G overnment to introduce

competition, transparency and private sector partic ipation in coal

sector. To inves t in inf ras tructure development for enhanced

evacuation of  f rom mines  to plant locations .

A imed to reduce import of subs titutable coal. Revenue sharing mechanism

ins tead of f ixed rupee per tonne. Nearly 50 blocks to be of fered

immediate ly. Now even partia lly explored blocks to be auctioned. Private

sector partic ipation exploration to be allow ed. Earlier only captive

consumers w ith end-use ow nership w ere allow ed to bid, how ever now

any party can bid for a coal block and sell in open market. There w ould be

no e ligibility conditions , only upf ront payment w ith ceiling.

Commercia l coal mining and private sector partic ipation to

boos t coal availability and help reduce coal import to

companies like NTPC. A lso inves tment in coal evacuation

inf ras tructure benef it materia l handing companies like

BEML , A ction Cons truction Equipment. Increased mining

activ ities to auger w ell for mining explos ive companies like

Solar Indus tries , Premier Explos ives . A lso, Currently Coal

India (CIL ) has a monopoly in coal sector mining. O ver a

longer term horiz on, commercia liz ation of coal mining

w ould reduce coal India 's monopoly and w ould encourage

private sector partic ipation 50000

Introduce joint auction of Bauxite and Coal minera l blocks to

enhance A luminum Indus try 's  competitiveness .

This w ould aid in reducing cos t of production for a luminium sector as it

w ould a id in reducing pow er cos t 

V edanta and Hindalco are like ly to be key benef ic iaries as

and w hen Bauxite and Coal minera l blocks are a llocated.

O ver a medium to longer term horiz on this w ould aid in

ensuring partia l/full raw materia l security for the aluminum

majors .

Coal G as if ication / L iquef ication w ill be incentiv iz ed and Coal Bed

Methane (CBM) extraction rights to be auctioned f rom Coal India

L imited's  (C IL ) coal mines .

Rebate in revenue share for coal gas if ication to improve v iability of the

projects and auctioning of CBM extraction rights w ill encourage more

private sector players  in gas  production.

This move by the government w ill ass is t India in sw itching

to a gas -based economy over the long term. A lthough,

there w on't be any impact in the short run, but in the long

term higher gas production w ill benef it a ll the G as Utilities

and City G as  Dis tribution companies .
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In d u s tr ial In fras tru ctu re

Promotion of new champion sectors w ill be launched in sectors

such as  solar PV  manufacturing, A dvanced cell battery s torage

Incentive scheme for promotion of new champion sectors w ill be launched

in sectors  such as  solar PV  manufacturing, A dvanced cell battery s torage

Companies like BHEL w hich has forayed into Solar PV

manufacturing as part of its s trategy to divers ify into non-

pow er bus iness  to benef it..

A vailability of Indus tria l land/ land bank for promoting new

inves tment and making information available on Indus tria l

Information Sys tem (IIS ) w ith G PS mapping

3376 Indus tria l parks / es tates / SEZ s in 5 lakh hectares mapped on

indus tria l information sys tem. A ll indus tria l parks  w ill be ranked in FY 21

Scheme for upgradation of Indus tria l Inf ras tructure w ill be

implemented through challenge mode for Indus tria l C lus ter

Upgradation of  common inf ras tructure facilities  and connectiv ity.

So cial In fras tru ctu re

Boos t private sector inves tment in Socia l Inf ras tructure w hich is

suf fering f rom poor v iability through revamped V iability G ap

Funding (V G F)

G overnment to enhance the quantum of V G F upto 30% each of tota l

project cos t as  V G F by Centre and States / S tatutory Bodies . Projects  to be 

proposed by Centra l Minis tries / S tate government / S tatutory entities

L ike ly to auger w ell for companies like L&T w hich is hav ing

hav ing s trong capabilities and presence in building socia l

inf ras tructure like Hospita ls . 8100

T ran ch e  V  - Ke y Me as u re :

The centra l government has allow ed the s tates to increase their

borrow ing limit f rom 3% to 5% of the gross s tate domes tic product

(G SDP) for FY 21E

The move w ill give the s tates  extra  resources  of  | 4.28 lakh crore. This move w ill he lp s tate to continue their

capex/inves tment plans especia lly in the road cons truction

and pow er T&D. This w ill be benef iary for Road EPC

companies like L&T, K NR cons truction, PNC inf ratech w hile

on the pow er T&D space, K EC and K alpataru pow er w ill

s tand to benef it.

L&T through its buildings and factories bus iness to benef it

f rom building factory s tructure, indus tria l w arehouses and

other indus tria l s tructures .

Product manufacturing companies like Thermax, Elgi

Equipment to benef it through their w ide range of products

and solutions w ith varied indus tria l applications . While

companies like Timken, SK F hav ing presence in indus tria l

bearings to gain f rom increased indus tria l activ ities .

Welding consumable & equipment companies like A dor

Welding to a lso benef it.

Companies  like BHEL  w hich is  hav ing ~14000 acres  of  land 

bank available in major c ities , indus tria l c lus ters and

demand centers for a range of purposes like setting up

manufacturing facilities  to benef it f rom this  move.
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Ae ro s p ace  &  De fe n ce :

Enhancing self re liance in defence production through "Make in

India ' 

To notify a lis t of w eapons / platforms for ban on import, Indigeniz ation of

imported spares , separate budget prov is ioning for domes tic capita l

procurement. It is  a imed at reducing huge defence import bill.

FDI limit in defence manufacturing under automatic route w ill be

ra ised f rom 49%  to 74% .

Setting up of project management unit (PMU) to support contract

management, rea lis tic setting of G enera l S taf f qualitative Requirement

(G SQ Rs) of w eapons / platforms , O verhauling Tria l and Tes ting

procedures .

India to become global hub for Maintenance, repair and O verhaul

(MRO ). Tax regime for MRO sys tem has been rationaliz ed.

Convergence betw een defence sector and the civ il MRO s w ill be

es tablished to create economies  of  sca le.

A ircraf t component repair and maintenance to increase f rom |800 crore to

| 2000 crore in three years . Major engine manufacturers in the w orld

w ould setup engine repair facilities in India in coming year. Maintenance

cos t for a ir lines  to come dow n.

Companies like HA L hav ing s trategy to divers ify further

into A ircraf t component repair and maintenance (MRO )

serv ices to benef it. A v iation companies like Interglobe

A v iation, Spicejet to benef it as this w ould eventually bring

dow n maintenance cos t for them.

Boos ting private partic ipation in space activ ities . Future projects

w ith planetary exploration , outer space travel etc. to be open for

private sector.  

To prov ide level playing f ie ld for private companies in Sate llites , launches

and space-based serv ices w ith predictable policy and regulatory

env ironment. Private sector w ill be a llow ed to use ISRO facilities and other

re levant assets to improve their capacities . L ibera l geo-spatia l data policy

for prov iding remote-sens ing data to tech-entrepreneurs . 

This is like ly to create s iz able opportunity for companies

like L&T w hich has already s igned a consortium w ith other

DPSUs  to produce complete launch vehic le  for ISRO .

Defence manufacturing companies like L&T, Bharat

Electronics (BEL ), Bharat Dynamics (BDL ), Bharat Forge

w hich are focused on R&D and indigeniz ation of products

and hav ing manufacturing capabilities for indigeniz ed

defence products  to gain s ignif icantly. BHEL  w hich a lready 

supplies products like heat exchangers for 'TEJA S ' and is

rapidly expanding its of fering in aerospace segment to

benef it. A lso increase of FDI limit f rom 49% to 74% to

boos t inves tment in private defence manufacturing and

encourage private players like L&T and others to enhance

their capabilities in this space. Domes tic raw materia l

suppliers like Midhani w ould be encouraged to

manufacture products locally w hich w ere earlier imported

prov iding scope for developing new  advanced products .
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Aviatio n / A irp o r t In fras tru ctu re

Six more w orld c lass airports have been identif ied for 2nd round

on PPP bas is . Bid process to commence immediate ly. A nother S ix

airports  w ill be put out for 3rd round of  bidding.

A A I has aw arded 3 airports out of 6 bids for operation and maintenance

on Public-Private Partnership (PPP) bas is . A dditiona l inves tment of |13000

crore expected by private players  in 12 a irports  of  1s t and 2nd round. 

Companies like L&T w hich w as aw arded major a irport

project in FY 20 and hav ing s trong capabilities in EPC

projects in a irport segment to further benef it f rom PPP

mode and bid process for 6 more airports improv ing its

order inf low  prospects . 13000

Ef f ic ient a irspace management w ith reduction in f ly ing cos t and

benef it of  | 1000 crore per year for av iation sector.

Res trictions on Indian A irspace w ill be eased (only 60% airspace is f ree ly

available now ). O ptimal utiliz ation of a irspace, reduction in fuel use, time.

The tota l cos t sav ings  for a ir lines  w ould be | 1000 crore/ year.

To benef it a ir line operator companies like Interglobe

A v iation, Spicejet. 

1000

Po we r  &  Dis co m s :

Pow er departments / Utilities in Union Territories (UT) w ill be

privatiz ed.

To improve sub-optimal performance of pow er dis tribution and supply. Will

lead to better serv ices to consumers and improvement in operational and

f inancia l ef f ic iency in dis tribution.

Privatiz ation of Discoms in UTs to pose s ignif icant

opportunities for private players a lready hav ing presence

and expertise in operating private discoms in few

cities /s tates  like CESC, Torrent pow er.
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ICICI Direct Research Desk,

ICICI Securities Limited,
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Road No 7, MIDC

Andheri (East)

Mumbai – 400 093
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