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MEDC Economic Digest

Dear Members,
An aggressive adoption of digital technologies has become almost
imperative. This is due to the convergence of several diverse factors.
Firstly, the pandemic with its attendant lockdowns and work-fromhome paradigms has led to a rise in the number of hours spent online
and enhanced the scope of digitization across several new domains.
Another factor is a perceived vacuum in the Indian digital space
created by the banning of popular Chinese apps following some
recent unfortunate border incidents. Indian entrepreneurs are rapidly
moving to fill that gap with new indigenous apps having similar
functionalities. With social distancing likely to continue for the
foreseeable future, the digital space is poised for a quantum leap in
the post-Covid world.
Demography is a key factor in the successful adoption of digital
technologies. India has a youthful population and the world’s second
largest mobile broadband subscriber base. Indians are one of the
largest data consumers per capita, and e-commerce is growing
rapidly despite all the policy bottlenecks. Data consumption has risen
rapidly during the pandemic, and it is expected to continue its steep
rise in the foreseeable future. If Maharashtra is to achieve its avowed
objective of inclusive and sustainable growth, it will need to have
adequate policies in place to accommodate the adoption and
expansion of digital technologies in all walks of life and economic
activities in the state. There exist huge growth opportunities in the
digital space for both entrepreneurs and the government in these
changing times, and they need to be maximized by all stakeholders.
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We may also need to go in for some foreign investment to strengthen our
digital infrastructure. In this context, there are some legal issues that may
need fixing to attract more investment into this all-important space. There
are some legitimate concerns that inconsistent policymaking and tardy
legislation could hobble this huge market and prevent its organic
development to its full potential. They need to be laid to rest. Data privacy
for citizens is also now a major issue. Policymakers need to introduce a
personal data protection law that allows for swift legal recourse if data
stored on Indian servers is misused. A more robust and transparent legal
framework will energize activity in the digital space, and enable both
Maharashtra and India to attract much needed infrastructural investment.
Reviving economic growth will necessitate a degree of strategic
automation. Robots, unlike humans, can ensure contactless manufacturing,
and so are likely to drive much of future industrial growth. However, the
harsh reality is that as industry moves towards automation, it would
displace jobs over the short to medium term, as one robot can replace at
least three people. Thus, the automated future, while necessary, also raises
some difficult questions. Our workforce will need to go through a period
of painful transition wherein a lot of upskilling would need to take place.
Considering India’s complex demographic, that will not be an easy
process. Policymakers also need to think about how and when the
retooling of the workforce should commence. Given the time constraints,
these issues need to be deliberated and discussed immediately at the
highest possible levels.
The role of data is going to become increasingly important over time.
Large and accurate databases will need to be generated by the corporate
world, as the government usually has limited information on automation
strategies, which often makes it hard for them to plan ahead. Adopting a
proactive attitude in this situation is of the utmost importance. Small
businesses have been particularly hard hit, and they will need to be
assisted through access to affordable technology, skilling facilities, and
some sort of basic social security. Data sharing agreements between the
public and private sectors, as well as development of strategic partnerships
between them will also need to be emphasized. Data is the new oil, and
timely access to reliable information is going to provide tomorrow’s
industry a clear competitive advantage.
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Indian industry needs to publicly communicate its commitment to a digital
transformation, as it will enable enhanced and sustained workplace
productivity. The structure of the entire supply chain will need to be
changed accordingly. In this context, the power of artificial intelligence,
internet of things, robotics, neural networks etc. all need to be suitably
harnessed.
Change is the law of life, but Covid-19 has forced it upon us sooner than
anticipated. The future now looks increasingly unpredictable, and
policymakers need to seriously deliberate on how to handle the complex
economic scenarios generated by the prolonged lockdown. There is no
doubt that, with the full support of a cooperative private sector, the
government is doing the best it can to manage these difficult
circumstances. Indians are known for deftly handling the darkest of
situations and emerging victorious from them. We are sure that it is doing
to be no different this time too.
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Macro Musings

India’s New Digital Future
-

Dr. Dhananjay Samant
Chief Economic Adviser
MEDC

whether a digital transformation will benefit them. Some may

Introduction

even need to disband existing business activities if the impact of
The prolonged lockdown has made work from home a necessity
for many white collar employees. This paradigm change will
require a strategic adoption of digital technologies to maximize
its effectiveness. Covid-19 is not going to get resolved any time
soon, and all of us have to prepare for a long future of economic
and medical uncertainty. Remote working is the new reality, and
people will need to learn to balance their personal and

the pandemic on them has been just too devastating, and it is not
worth continuing operations. The MSME sector, in particular,
will need to carefully rework its future. Due to the new
reclassification norms, almost 99% of Indian businesses come
into the MSME category, and given their employment generation
and export potential, they need to chart their future wisely within
a digital framework.

professional lives through an optimal use of digital technologies.
This poses its own set of challenges, including moving existing

In this context, investment in digital technologies should be

activities to a digital format and training staff accordingly.

incentivized. For example, Google has recently announced an

However, people are now understanding the importance of

India-specific war chest of $ 10 billion, to be invested over five

reliable

operational

to seven years. The money will fund equity investments and

efficiencies. A digital transformation in the workplace cannot

partnerships to accelerate digitization in India. Bureaucratic and

come about overnight … however, what is important is to create

legal bottlenecks should be fixed at the earliest to attract more of

conditions congenial to its development and acceptance in the

such high-quality investments into the country. Given our

workforce at large, throughout the country.

demographic profile we have a natural advantage to the adoption

data

and

information

to

maximize

of digitization. That needs to be maximized throughout all sectors
Rewriting the future
Covid-19 is providing India a unique opportunity to rewrite its
future. Thankfully, the pandemic is leading to political consensus

of the economy. We stand to lose far too much if we do not act
rapidly and efficiently on this front.
Conclusion

on many important national socioeconomic issues. India should
now start thinking out of the box, and like a superpower. If China

The current crisis ought to throw up a new economic paradigm,

can be the factory of the world, then India can certainly be the

but for that we need to be open to ideas. Our economic relief

office of the world. Obviously, that is going to take some large-

package is not yet fully compatible with the severity of the

scale investment in infrastructure and technology, as well as

pandemic, or with other countries that have introduced fiscal

upskilling the existing workforce. The worst is probably behind

stimulus and social protection schemes. This is a real opportunity

us, and we can hope to see the green shoots of economic recovery

for India to rewrite its future with an alternative economic script

from now on. As Indian businesses evolve post-Covid, there is

that will be growth-oriented and socially redistributive. Strategic

likely to be some improvisation in their digitization strategies,

digitization of the economy will play a key role in this endeavour.

having implications on their growth processes.

Its

importance

cannot

be

overemphasized.

Almost all Indian businesses will need to reevaluate their
working models and financial requirements and determine
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How the IT Industry in India Has Kept
up and Evolved with Business Demands
.

Facing intense competition, a volatile economy, disruption, and consumer demand,
Indian businesses have changed their models over the years. Here’s how the IT industry
kept up
- Mr. Brian Pereira
Source – Digital Creed

IN-DEPTH: Enterprises across verticals in India are going

technology both at the consumer and organisational levels.

through a phase of transformation and this change involves

Let’s take a look at the IT industry in India and the trends

the adoption of digital technologies. Indeed, Digital

that shape it.

Transformation has become the norm today. While
organisations

have

adopted

information

technology

The Indian IT landscape

solutions for years, the pace of this adoption has never

IT services and Business Process Outsourcing are the two

been so quick and fervent. There are a number of reasons

major components of the IT industry in India. The IT

for this, but the push is coming from consumers who

Industry has increased its contribution to India’s GDP

demand better and more innovative services. The app

from 1.2% in 1998 to 7.7% in 2017. According to

economy and the rise of digital payments are also driving

NASSCOM, the sector aggregated revenues of US$160

the consumption of services. Cost has been the number one

billion in 2017, with export revenue standing at US$99

concern here, but then cloud computing came along and

billion and domestic revenue at US$48 billion, growing by

introduced new consumption models. To be in the top

over 13%. The United States accounts for two-thirds of

league in their respective industries, companies must adopt

India’s IT services exports.

technologies like artificial intelligence, Blockchain, virtual
advanced

NASSCOM expects revenues from exports in FY 2019 to

analytics, Internet of things, cybersecurity, and of course,

be USD 135.9 billion and domestic revenue to be USD 41

hybrid clouds. Technology is also fueling entrepreneurship

bn.

reality/augmented

reality/mixed

reality,

and supporting millions of small and medium sized
enterprises (SMEs) in India—who are now major
contributors

to

the

country’s

GDP

(6.11%

to

manufacturing and 24.63 to the service sector). There’s
also a thriving startup ecosystem in India that is attracting
global investors. The Indian government’s Digital India
policies

8

have

accelerated

the
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adoption

of

digital

As of the June 2019 quarter, the IT industry in India has
been hit by global uncertainty. The Financial sector, which
is a big spender on technology, has been severely
impacted. Mint reports that with the exception of Infosys
Ltd. and HCL Technologies Ltd. revenue growth for most
IT companies is sagging. Even bellwethers like Tata
Consultancy Service, Wipro Ltd. and Tech Mahindra

August 2020
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reported lacklustre performance. But there is hope — there

consumer interfaces in the form of apps installed on our

are orders in the pipeline and some wins.

mobile phones. They use technology to aggregate their
services, track a fleet of cabs, and then process payments.

Industry Adoption of Technology

Humans are not involved except to drive the cabs and

The sectors that continue to lead in the adoption of
technology

are

Banking

&

Finance,

Insurance,

Manufacturing, Retail/FMCG, e-commerce, Government,
and Telecom. That’s not to say that other sectors have not
embraced digital. Take the travel, transportation and food
sectors for instance. Consumption of services and products
in these sectors has seen a jump in recent years driven by
mobile apps.

perhaps for that rare call from their call centres.
Supported by cash infusion from global investors like
SoftBank Group and Tiger Global Management, cab
aggregators continue to face challenges and have yet to see
huge profits. On a positive note, consumption for these
services is rising steadily in the metros and even in small
cities. This demand is driven by rising smart phone
penetration and the adoption of digital payments in India.

A thriving startup ecosystem driven by investments from
global investors has seen the emergence of many “born in
the cloud companies” or technology-led businesses. In
fact, India has seen many “unicorns” (with a business

Transportation also extends to logistics. Tech like GPS
devices and IoT sensors fitted on trucks are used for fleet
tracking and management.

valuation of over USD1 billion) emerging. These startups

The hotel industry has also been disrupted (or shall we say

have launched business operations with technology at the

enabled) by technology. Airbnb does not own any hotels

core. We describe some successful startups below.

and neither do internet startups like Oyo and Treebo. Yet
they offer rooms at affordable rates and make bookings a

In the food and beverages industry, restaurant and food
chains are powered by food tech companies with zingy
names like ‘Zomato’ and ‘Swiggy’. These food tech

snap for travellers. Booking.com and Travango are other
popular room aggregators.

companies provide the supply chain, enabling even an

Flights are now booked through services like Makemytrip,

entrepreneur working from his kitchen at home to deliver

Cleartrip, as well as Travango (among others). The travel

food to homes and offices anywhere in the city.

agent was disrupted and had to remodel his business to
survive.

The food tech sector bounced back and is offering
employment to millions of citizens in India. According to

The e-commerce industry has also been growing steadily

the Financial Express, an analysis done by RedSeer

in India, and it is not just Amazon and Flipkart.

Consulting shows the rise of this sector from a daily order

Entrepreneurs in Tier 2 and Tier 3 cities can also sell their

volume of 3.7 lakh in 2017 to 15 lakh as of September

products and services, and receive payments through

2018.

portals such as Instamojo.

The transportation industry has also seen a radical

According to a report by Deloitte India and Retail

transformation in India. Cab aggregators like Ola, Uber

Association of India, the Indian e-commerce market will

and Meru do not own any vehicles. The core of their

touch USD 84 billion in 2021. Another report by

business is technology that runs on the cloud, with

NASSCOM and PwC India says the e-commerce market in
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India has the potential to grow more than fourfold to $150

by 2030. India unveiled the ‘National Electric Mobility

billion by 2022.

Mission Plan (NEMMP) 2020’ in 2013 to address the
issues of National energy security, vehicular pollution and

Clean energy and sustainable energy solutions are another

growth of domestic manufacturing capabilities.

sector to watch. Technology can aid in the optimisation of
solar, wind and hydel energy resources.

Government Initiatives and Digital Payments

The Manufacturing industry, particularly the automobiles

The government’s Digital India policies are also driving

sector, is one of the biggest adopters of technology.

growth in business. The banknote demonetisation drive

Technology is being used on the shop floor and also in

introduced at the end of 2016 set off an explosion of

cars. Many companies can manufacture an SUV or sedan,

cashless or digital payments. The government worked with

but the leaders will be the ones who make connected

institutions such as NPCI (National Payments Corporation

vehicles with safety features, next-generation navigation &

of India) to introduce UPI (Universal Payments Interface)

infotainment systems, and voice assisted driving.

to facilitate instant payments between entities though
digital wallets from non-banking entities such as Paytm.

The Volvo XC60 is a fine example of an SUV loaded with
high tech features. The XC60 has driver assisted systems,
semi-autonomous driving, pilot assist mode, traffic alert
system, obstruction detection features, 360 degree camera
system, automatic parking assist system, adaptive cruise
control, and a state-of-the-art entertainment system. That’s
a lot of tech packed into one SUV.

used to make this possible. Car buyers are demanding
features

and

asking

thanks to apps like BHIM, Paytm, Google Pay, Phone Pe,
Freecharge and others. Linking these apps to their bank
accounts via a unique UPI-ID (also called Virtual
Payments Address), consumers can pay their utility bills or
make peer-to-peer payments in a few seconds. This has
been possible with the support of the banking regulator,

Technologies like IoT, cloud and advanced analytics are

these

This increased the number of cashless payments in India,

questions

about

the

aforementioned features – beyond the standard questions

RBI.
According to an Assocham-PWC India study, Digital
payments in India will more than double to USD135.2
billion in 2023 from USD64.8 billion in 2019.

about the engine, fuel consumption, and transmission
system.

At the backend, there is a technology framework called
IndiaStack that makes all this possible. IndiaStack is a set

Traditional IT solutions providers like Dell and IBM as
well as engineering companies like Bosch and Fujitsu, are
now working with automobile companies for connected
car solutions. These companies have created their own
frameworks and are working with Indian automobile

of APIs (application program interface) that allows
governments, businesses, startups and developers to utilise
an unique digital Infrastructure to solve India’s hard
problems towards presence-less, paperless, and cashless
service delivery.

manufacturers such as Maruti-Suzuki, Mahindra, and Tata
Motors.

Long before demonetisation was introduced, the Indian
government introduced a unique national identity for

The next frontier will be electric vehicles; the Government
of India has plans to make a major shift to electric vehicles

10
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citizens called Aadhaar. In 2009 it commissioned the
UIDAI (Unique Identification Authority of India) headed

August 2020

Cover Story
by a panel of experts from industry and government to set

But this eventually resulted in another problem: businesses

up a system for identity authentication of its citizens.

were availing of services from multiple clouds. Some were
using a mix of private and public clouds. So managing

Aadhaar serves as the authentication mechanism for digital
payments through linked bank accounts – through UPI.

multiple clouds became a challenge. This also led to
shadow IT – a concept where business units bypass their
IT department for procuring infrastructure – and help

How IT companies are Responding

themselves to infrastructure of the cloud. That throws up
For years, IT companies have sold hardware and software

another set of challenges.

solutions to corporates, mainly for data storage, data
processing, and communications. These are decision

Cloud Service Providers like AWS, Microsoft, IBM, and

support systems (DSS), management information systems

Google now want to simply this management of multiple

(MIS) and communications systems (for the transmission

clouds and they talk about new concepts like ‘build once,

of

‘Business

run anywhere’. Earlier, software developers had to write

Intelligence’ or BI was coined later. BI arrived in the form

code keeping in mind which platform that code was

of analytics and dashboards that could give a snapshot of

destined to run on. But now companies like Red Hat have

the business with real-time data became popular,

made it easier for developers. ‘Serverless’ technology from

especially with top-level managers.

AWS has also addressed this challenge.

The IT industry in india responded by developing software

Digitaisation has resulted in an explosion of data, which

like ERP and CRM solutions. As the enterprise became

needs to be stored somewhere. That’s where data centres

dispersed, we saw the emergence of collaboration

come in. Right now there is a huge demand for data

solutions. System Integrators and Independent Software

centres in India. Data centre services providers are filling

Vendors stepped in to develop the infrastructure and

up capacity in a few months and are rampantly building

systems to run business operations.

new data centres. Most of the data centre providers we

data

to

other

locations).

The

term

spoke to have plans for introducing new data centres in
As

enterprises

adopted

a

mix

of

solutions,

the

2019-2020. These include ST Telemedia, CtrlS, Netmagic

infrastructure became complex and expensive to manage.

Solutions and ESDS. There are new entrants like Yotta (a

And hence cloud computing models were introduced.

subsidiary of the Hiranandani Group) and Sterling and

Applications that ran on-premise in ‘captive data centres’

Wilson (a JV between Wilson Electric Works and Sterling

for years were migrated to the cloud and managed by

Investments of the Shapoorji Pallonji Group).

Cloud Service Providers. Software as a product became

The IT industry in India continues to evolve in response to

Software as a Service (SaaS). So instead of buying

business

software licenses and installing software on application

increased headwinds on the exports front, the industry is

servers, businesses started renting it from the cloud on a

increasingly focussing on local consumption of services

subscription basis. The most common example is

and

challenges

and

customer

demands.

With

products.

Microsoft Office 365.
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Role of digital technology in bringing better
business growth plan
A report by KPMG and Google says that SMBs that adopt digital technology grow their
profits 50% faster and their access to new markets is 51% higher
-

Mr. Graeme Burt
Vice President
New Business Direct - NetSuite, JAPAC
Source – Economic Times

Are you a risk taker? If you are, how can intelligent data help

many growing businesses lag when it comes to considering

you in taking calculated risks and grow your business? Here

data as key to decision-making. A recent report by KPMG and

are a few ways to best manage the outcome.

Google found that Indian SMBs who adopt digital
technologies grow their profits 50 percent faster,’ their access

From Richard Branson to Narayan Murthy, Elon Musk to

to new markets is 51 percent higher as compared to 29 percent

Mukesh Ambani, the world’s top business leaders and

of ‘offline’ SMBs and they employ up to five times more

entrepreneurs all believe that risk-taking is a crucial ingredient

people as compared to their digital counterparts.

in business success, especially for high growth business
owners who often give up a stable income to follow their

Despite significant benefits, digital adoption by Indian SMBs

passion.

is extremely low. A staggering 68 percent of SMBs in India
have no online presence and only 2 percent have digitized

But how often is there certainty that the decision made is the

their operations. Increased internet presence and wider

right one?

adoption of digital technologies by SMBs could help increase
their contribution to India’s GDP by 10 percentage points,

A recent report, Deloitte’s Risk Survey 2018 for India, stated

taking it up to 46 - 48 percent by 2020.

that the top three risks for Indian businesses are - “Regulatory
44 percent, Cyber Security 31 percent and Technology

Data, particularly in real time, provides unique insights into

Disruptions 25 percent; however, only 35 percent of

formerly invisible parts of the business, resulting in better

organizations had a high involvement in, or employed Board

informed and stronger outcomes. Experts have highlighted the

of Directors focusing on risk management.” This shows that

importance of data for a long time. However, few have talked

many organizations approach risk with a reactive attitude. As

about what a data-driven approach might actually look like for

such, it is essential that the leadership team revisits their view

small businesses.

of risk. The mentioned survey indicates that we do take risks
but most of the time, it might not be a good risk. A ‘good’ risk

Here are three areas in which data can help you take better,

requires good information and without the right data, success

more profitable risks.

is unlikely. Large enterprises have invested accordingly but

12
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Do you have access to your financial information when you

By achieving integrated data from financial, customer and

need it, to check on the business progress or answer an

inventory systems, future projections in demand and supply

important question? Many business owners overlook the

can be identified and adjustments can be made to benefit the

power of being able to access numbers quickly and accurately.

business. With a real-time overview, sourcing schedules and

As the business grows, the once-convenient tools from your

delivery plans can be automated to support important

early days may well start to hinder your potential.

functions, such as customer issue tracking and returns or
repairs. Smart ERP technology allows small businesses to

For instance, many business owners, deploy accounting

think big and make decisions regardless of where products are

software which work well when first starting out. But with

made or delivered to.

business growth, financial processes become more complex
and soon additional ad-hoc applications and services are

3.

required to keep up. Before long, these non-integrated

Bring structure to HR, training and people
management

processes impact performance and productivity and the

People empowerment is one of the key factors in making

investment has yet to show any returns. Until recently, it was

critical business decisions. Growing businesses often take an

mainly large businesses which relied on enterprise resource

ad-hoc

planning (ERP) solutions to manage their operations,

development; many use spreadsheets and have no HR system

however, these solutions are increasingly being adopted by

at all. In this situation, there’s little clarity on how employees

smaller businesses. With the right system in place, sales orders

are progressing, less visibility of talent gaps and often, no

flow straight into the financial system, orders are processed

contingency in the event that a valued employee decides to

more quickly and accurately, and books can be closed faster.

leave - all big risks to your bottom line.

approach

to

recruiting,

training

and

talent

Integrating these processes saves valuable resources and
lowers the cost of doing business. It also provides the data and

Today’s best ERP systems with comprehensive, integrated

analysis need to make informed business decisions.

functionality, however, enable simple, cost effective ways to
manage HR functions within context of the wider business.

2.

Streamline order production, fulfillment and

These enable growing companies to track employee history

supply chains

and compensation, compliance requirements, performance

In today’s world, it has become easier to start a business and

management and more. With the right tools in place you can

sell products and services around the globe. But supply and

ensure your team is on track.

demand is a highly specialized process and it is essential to
find the right combination of cost control, lead times and

Business owners have a big task handling a multitude of

service quality. Keeping track of inventory and shipping costs

responsibilities daily. By using data to connect key areas like

is critical for success.

finance, production and sales you can achieve better results,
focus on what you do best and to approach to new market
opportunities swiftly and confidently.
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Travel, hospitality sector fast adopting
digital technology
India was projected to have accounted for 3.7% of the global digital travel sales making it
the third-largest market by value in the Asia-Pacific
Source – Brand Equity

Growing disposable incomes and the rise of millennials are

Online sale of travel bookings in India is expected to increase

making the travel and hospitality sector rapidly adopt various

at a healthy rate of 14.8 per cent annually from Rs 151.27

tools, technologies and digital platforms to improve customer

crore (USD 22.3 billion) in 2017 to Rs 262.57 crore (USD

experience, says a report.

38.7 billion) by 2021, it said.

"We are in a digital era and travel and hospitality is not an

While the adoption of these tools, technologies and platforms

exception. The rampant penetration of smartphone has

is rising across the travel and hospitality sector, it may not be

transformed the travel consumption pattern of the end user,"

considered to be directly correlated with innovation, as

FICCI Consultant, Tourism, Rahul Chakravarty said while

innovation is also about the minor tweaks in the ways these

commenting on the KPMG and FICCI report - 'Expedition

tools are utilised to add more value for customers, it added.

3.0: Travel and hospitality gone digital'.

It said, India is also witnessing a growth in technology-driven
start-ups in the travel space.

India was projected to have accounted for 3.7 per cent of the
global digital travel sales making it the third-largest market by

These start-ups are influencing the industry with their niche

value in the Asia-Pacific (APAC) region, according to the

offerings complementing the traditional players in some ways

report.

and disrupting them in others, it added.

The online sales of travel booking is likely to increase at 14.8

"Digital revolution in the travel space is on. Brands are

per cent annually during 2017 21, it added.

embracing technology to transform themselves into experience

In addition, the proliferation of smartphones, internet and

platforms while automating operations. Corporate and

technology-driven tools and platforms is acting as a catalyst

consumer travel boundaries are already blurred. Incumbents

for speedy digitisation of the travel and hospitality sector, it

are adapting swiftly to the emerging bouquet of travel start-

said.

ups. Creative digital business models will continue to reshape
the future of travel," KPMG India Partner and Head Transport,

14
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Adoption of digital tech key priority for
corporate India post COVID-19: McKinsey
& Company report
Source – Financial Express

According to Rajat Dhawan, Senior Partner, McKinsey &

sheets and cost structures more resilient; reshaping business

Company, a "sober, pragmatic outlook" emerges from

portfolios for greater value creation; embedding digital and

discussions with dozens of CEOs and senior executives in

analytics to transform legacy businesses and build new ones;

recent weeks.

building greater safety, flexibility, and productivity into
operations and embracing systems thinking in corporate

Adopting digital technology and analytics to transform legacy

decisions.

businesses will be one of the key priorities for corporate India
in the post COVID-19 period, as such technologies can

“The COVID-19 crisis has highlighted the weaknesses and the

generate enormous value, according to McKinsey &

strengths of India’s large businesses. Now executives have an

Company.

opportunity to make changes that will see their companies
through the downturn and position them for long-term

In the wake of COVID-19 pandemic, consumers in India have

success,” he noted.

reported major increase in the use of digital and low-touch

On digital technology and analytics, Dhawan said adoption of

activities across categories like delivery services, at-home

these technologies can generate enormous value and cited a

entertainment,

McKinsey Global Institute estimate in 2019, according to

education,

food,

staples,

shopping,

communications, health, and fitness.

which such technologies could create some USD 1 trillion of

According to Rajat Dhawan, Senior Partner, McKinsey &

value in India alone.

Company, a “sober, pragmatic outlook” emerges from
discussions with dozens of CEOs and senior executives in

Dhawan further said several executives expressed the view

recent weeks.

that the pandemic has come as a wake-up call to embrace
advanced technologies and CEOs are keen to digitise sales and

“Executives are planning for a prolonged economic downturn

customer experiences in both the business-to-consumer

and for an uncertain next normal that could follow an eventual

context and the business-to-business context, Dhawan said.

recovery,” he noted.

Companies also hope to rapidly digitize their supply chains

Dhawan enumerated five priorities for corporate India in the

and

manufacturing

operations,

he

noted.

next normal after COVID-19. These include making balance
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The Centre of Expertise
Investment and Public Policy

on

Trade,

Source – Asia House
Unlocking India’s digital potential

2013) and the increasing availability of smartphones and high-

India is now one of the largest and fastest-growing markets for

speed connectivity, even the country’s lower-income states

digital consumers, according to a recent study by McKinsey &

have seen a boost in internet users. In fact, McKinsey’s report

Company. With 560 million internet subscribers (second only

found that the lower-income states are now growing faster

to China), 1.2 billion mobile phone subscriptions and 12

than higher-income states in internet infrastructure, helping to

billion downloaded apps in 2018, consumers in India have

bridge a previously wide digital divide.

been quick to adopt digital technologies.
The narrowing of India’s digital divide means that Indians,
The report, ‘Digital India: Technology to transform a

even in small towns and rural areas, are reading news online,

connected nation’, was published in March 2019 and analysed

using food delivery apps, shopping online and streaming

17 mature and emerging economies. Aside from Indonesia,

movies. The share of people with digital finance accounts is

India is growing faster than any of these 17 countries, with

also increasing at a rapid rate. The public sector has had a

internet subscriptions and data consumption quadrupling in

large role to play in this digital consumption growth, with

2017 and 2018. McKinsey estimates that by 2023 the number

much of it being attributed to the government’s Jan-Dhan

of internet users in India will increase by about 40 per cent (to

Yojana financial inclusion programme, which saw more than

roughly 800 million) and smartphones will double in number

332 million people open mobile phone-based accounts.

(to around 700 million).
Crucially, digital services in India are also growing. Indians
But despite this increased connectivity, digital adoption

download more apps than residents of any other country,

among Indian businesses remains uneven across all sectors.

except China (12.3 billion in 2018) and the average Indian

While India has the potential to become a truly connected

social media user spends 17 hours on the platforms each week

nation by 2025, there is a need for Indian stakeholders – in

– more than social media users in China and the United States.

both the public and private sectors – to manage challenges and

The rise of digital applications could have a tremendous

capture opportunities effectively.

impact on India’s economy. McKinsey notes that the
country’s core digital sectors (IT and business process

India’s digital potential

management, digital communication services, and electronics

India’s internet user base is growing rapidly, with over 40 per

manufacturing) could see GDP levels double, while the newly

cent of the population now having an internet subscription.

digitising sectors (such as agriculture, education, energy,

Largely thanks to decreasing data costs (95 per cent since

healthcare and retail) are also likely to add huge economic
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value to the economy. It is estimated that the productivity

crop yields by up to 15 per cent and add $50-65 billion of

unlocked by the digital economy could create 60-65 million

economic value in 2025.

jobs by 2025.
Responding to the challenges
Slow business adoption of tech

Aside from retail and agriculture, McKinsey’s study also

However, while consumers have been quick on the uptake,

found huge potential for technology to revolutionise the

businesses have been slower to digitise their operations.

healthcare and logistics industries in India. However, this can

McKinsey’s survey of more than 600 firms found that digital

only be made possible if the public and private sectors are

adoption among Indian businesses has been uneven across all

willing to work towards this digital economy.

sectors.
The McKinsey report crucially notes: “In areas where the
Almost 90 per cent of all retail transactions in India are still in

readiness of India’s firms and government agencies is low and

cash and only 5 per cent of trade is transacted online –

considerable effort will be required to catalyse broad

compared with 15 per cent in China (2015). Because of this,

digitisation, adoption may be as low as 20 per cent. Where

businesses are unable to generate the financial records

private-sector readiness is relatively high and government

necessary to get bank loans – and thus limiting their growth

policy is already supportive of large-scale digitisation,

potential in return. Meanwhile, larger retailers that do trade

adoption could be as high as 80 per cent.”

online have been slow to adopt technology into their day-today business operations. McKinsey’s study found that many

Both the public and private sector must also be aware of the

of these retailers tend to give little thought to the in-store

disruption that could be caused by this new digital economy.

customer experience and that their marketing techniques tend

Business leaders would be unwise not to start thinking about

to be outdated and ineffective.

how new technologies could disrupt their company, as well as
their wider industry. Plans to adapt to this changing

In agriculture, which contributes to 18 per cent of India’s GDP

environment must be placed at the heart of their operations,

and where 40 per cent of the country’s labour force is

from adapting existing business models to digitising internal

employed, digital technology has tremendous potential to

operations.

transform the sector. Farms in India are small and inefficient
due to lack of data available to the farmers on soil and weather

In addition, both the government and firms need to keep one

variables. They also face the issue of produce going to waste

eye on the fact that the digital economy could disrupt 40-45

before it reaches consumers.

million existing jobs by 2025, which will require millions of
job holders to be retrained and reemployed. India will need to

Tech innovation could be the answer to all of this. Digital

create education and training programmes that are affordable

land-registry records could enable crop insurance for farmers

and effective, catering to both new job market entrants, as well

and real-time weather, soil data could be accessed by farmers

as mid-career workers who suddenly find themselves without

through mobile phones, and farmers could make use of the

the skills to continue in the digital economy. Meanwhile, firms

online marketplace to dip into a larger consumer base.

will need to invest in building skilled digital team that can see

McKinsey estimates that such digital solutions could increase

them through the transformation.
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While governments need to invest in digital infrastructure and

could unlock its digital potential, leading to new data

public data that can be leveraged by the private sector,

ecosystems across sectors, innovative products and services,

business executives need to put technology at the heart of their

and economic value for consumers.

day-to-day activities. If both are able to get it right, India
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•

The RBI has exercised a pause in its monetary policy. It has decided to use future rate cuts judiciously
to maximize the beneficial effects. The RBI is expecting a contraction in economic growth this fiscal,
but said inflation should turn benign soon with a robust rural economy.

•

The RBI said that controlling the Covid-19 induced infection is the key to softening the fall in the
GDP. The MPC said that government spending remained subdued during the pandemic. But more
importantly, it recognized the stress in the balance sheets of many viable companies.

•

The quarterly results of listed companies suggest that banks may need to restructure a significant
portion of their loan books under the new RBI provisions. It is estimated that around 40% of
corporate loans may need restructuring as per the new guidelines.

•

The RBI has pumped in Rs. 9.57 trillion (approximately 4.7% of India’s GDP) to stave off the
financial stability crisis. Actions taken by the RBI have ensured that spreads of 3 year AAA rated
corporate bonds have reduced from 276 bps on March 26 to 50 bps by end-July.
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