INCENTIVE SCHEME IN THE WORKS

Construction Gear
Production likely to
Get T6ker Buildup

Focus on tunnel boring
machines, cranes,
earth movers to lower
import dependence

Twesh Mishra

New Delhi: The Centreis ready-
ing a programme to incentivise
the local manufacture of key
canstruction equipment to plug
a yawning gap in India’s infrast-
ructuredevelopment pushthat’s
aimed at easing bottlenecks and
boosting growth. Proposals for
supporting the indigenisation
of construction equipment, tun-
nel boring machines and cranes
havebeen initiated,saidofficials
awareof the matter.

“Inter-ministerial consulta-
tions areunderway on a14,000-
16,000 crore incentive scheme
for the construction equipment
manufacturing industry,” a se-
niorofficialtold ET, adding that
it's likely to be operational in
thenextfiscalyear

According to sector watchers,
India’s mining and construction
equipment industry imports ne-
arly half its components by value
from China, Japan, South Korea
and Germany, among others.
“Consultations on the proposal

have started,” the representative
of aconstruction equipment ma-
nufacturer said.

The Indian construction equ-
ipment industry inclusive of
exports, grew 3% in FY25, said
Manish Mathur, CEQ, cranes, at
equipment maker ACE. On the
domestic front, the industry re-
ported a 1% annual decline in
sales during thefirst quarter of
thecurrent fiscal.

“A scheme to incentivise local
manufacturing is much needed
towards strengthening India’s
construction and mining equip-
ment ecosystem,” Mathur said.

Much of the equipment nee
ded for India’s ambitious in-
frastructure development pro-
gramme comes from overseas.
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“In India, the availability of lar-
gescale  construction equip-
ment such as tummel-boring ma-
chines (TBMs), cranes, and spe
clalised rigs is still largely de-
pendent on imports from global
OEMSs (original equipment ma-
nufacturers),” said Rahul Agar-
wal, chief financial officer, Patel
Engineering Ltd. “This reliance
can at times create tight supply
conditions, especially when in-
ternational demand is high or
global supply chainsface disrup-
tions.™

He added that for fime-sensiti-
ve infrastructure works, even
short delays in securing equip-
ment can influence execution ti-
melines. To manage these pres-
sures, engineering, procure-
ment and construction (EPC)
companies have focused on ma-
King better use of existing fleets
through equipment rotation
strategies, particularly at high
altitude or remote sites. They
are also entering into closer ven-
dor partnershipsto ensure time-
Iy delivery and incorporating
egcalation clauses as well as
risk-sharing mechanisms into
contracts to protect against pri-
ce andsupply fluctuations.

RAW MATERIALS

There is a significant level of
variation in indigenisation le-
vels across equipment catego-
ries. Theindustryisalsodepen-
dent on imports for certain key
raw materials such asspecialty
steels, an ICRA report said, ad-

ding that some types of high-
tonnage, fully built machinery
arealso imported.

The ratings agency estimated
the Indian mining and const-
ruction industry’s localisation
share could increase to 70-80%
over the next five-seven vears
from less than half now This
has the potentialof becominga
$25 billion marketin annual re-
venue, translating into $3 bil-
lion in foreign exchange sa-
vings annually, it said. Impor-
ted components include hyd-
raulics, undercarriages and
high-tech components such as
electronic control units

(ECUs), sensors and telema-
tics.

“The renewed push for large
infrastructure projects like
metros and bullet train corri-
dorswill significantly increase
the demand for construction
equipment such as tunnel bo-
ring machines,” said the offici-
al cited above. Mega port pro-
jects require large cranes,
which are also currently being
imported, he said.

BETTER PROJECT PLANNING

“A stronger domestic eguip-
ment base could reduce relian-
ce onimportsand make project

planning more resilient aga-
inst global price and supply
fluctnations. Industry associa-

tions have previously sugges-
tedadedicated Production-Lin-
ked Incentive (PLI) scheme for
heavy construction equip-
ment, similar to those announ-
ced for sectors like electronics
and antomobiles, but this has
not vet been extended to EPC
machinery,” Patel Enginee-
ring's Agarwal said.

Gover nment procurementru-
les already give preference to
Make in India products, vet
challenges remain around the
technical readiness of local
suppliers forhighly specialised
equipment such as TBMs and
cranes.

India plans to scale up its do-
mestic port capacity by four ti-
mes to 10,000 million tonnesper
annum (mtpa) by 2047. The co-
untry plans amulti-fold increa-
seinhigh-speedroadcorridors,
touching 50,000 Kilometres
(km) by 2037 and scaling them
to over 200,000 km by 2047. Whi-
leonerapidrail corridor is nea-
ring completion, plans to add
mote linking Delhiand the ad-
joining states are underway.
New bullet train corridors are
also anticipated with feasibili-
ty studies being conducted.
Therearealso plansto increase
the total length of metro corri-
dors by around five times to
5,000 Kkm by the 100th vear of in-
dependence,

(With inputs from Kalpana Pathak &
Faizan Haider)



