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FOREWORD

Shri B.S. Yediyurappa
Hon’ble Chief Minister, 

Government of Karnataka

The ER&D landscape across the country as well as in Karnataka has been witnessing an 

accelerated momentum over the last decade. Therefore, the time is ripe to enable a policy 

framework and position Karnataka as the ‘Destination of Choice’ for ER&D in the country. The aim 

of this policy is not only to attract a higher number of leading ER&D Multinational Companies 

(MNCs), Global Capability Centers (GCCs) and Engineering Service Providers (ESPs) to the State 

but also to provide them with a robust and well-connected ecosystem, including an easy access to 

a skilled talent base.

With this in mind, the policy embraces three key focus areas; viz., integrated value chain, focused 

sectoral approach and emphasis on talent development.

I would like to extend my appreciation to NASSCOM and Industry Leaders, for their knowledge 

partnership in curating this policy. I hope this policy enables Karnataka to spearhead contribution 

towards India’s ER&D economy and encourage leading MNCs to choose Karnataka as their 

‘preferred ER&D destination’.

Government of Karnataka has always strived to lead the wave of innovation. In this very spirit, it is 

with immense pleasure that I present to you India’s visionary policy, drafted to encourage the 

Engineering Research & Development (ER&D) industry. 
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Dr. Ashwath Narayan C.N. 
Hon’ble Deputy Chief Minister, 

Government of Karnataka

FOREWORD
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FOREWORD

Ms. Debjani Ghosh
President, NASSCOM
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5NASSCOM and Everest Group
6NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020

The ambit not only extends beyond the design elements of a product or a service, in fact, 

further consists of the infrastructure, equipment and processes engaged in manufacturing or 

delivering them. 

1.1 The Global Engineering R&D Landscape

The Engineering R&D Landscape, in its present form, includes multiple verticals (sectorial 

aspects). An indicative broad spectrum of Engineering R&D verticals may be visualized as 
 5follows :

VERTICALS

• Automotive

• Aerospace 

  & Defence

• Computing 

  Systems

• Telecom

• Consumer

   Electronics

• Software

   Products

• Medical

  Devices

• Semicon-

  ductors

• Industrial &

  Energy

• Others (e.g.

  natural

  resources and 

  Chemicals)
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7NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020
8NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020
9https://community.nasscom.in/communities/policy-advocacy/action-plan-to-make-karnataka-the-preferred-erampd-destination.html

The leading three sub-sectors that have driven Engineering R&D spend growth (2019) are 
 7Software Products, Semiconductors and Automotive . 

Champion ER&D Verticals/Sectors (USD billion)

Software Products Semiconductors Automotive

25.50

16.00

9.00
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10NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020
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10  
A few notable trends currently dominating the industry   are as shown below:

1.2 The Wave of Digital Engineering
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Industry 4.0 Focus

Capability enhancement in Data Analytics, AI and IoT is shaping the 

future of mobility through empowered GCCs

•  Additive Manufacturing (Current Global Spend - US$3-4 billion)

 USD 7-8 billion)

•  Digitalized manufacturing & supply chains (Current Global Spend - 

•  Products-as-a-service (Current Global spend-US$3-4 billion)

Key verticals that lead the Engineering R&D Industry in 2019 include 

software products, consumer electronics & automotive

Investments in AI/chatbots, analytics, cloud, IoT, Mobile & social 

media are driving outsourcing spends



Champion Technology Enablers in Digital Engineering include:

11NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020

1.3 India as the Hub for Global Digital Engineering

1. BLOCKCHAIN

2. AI/ML

3. 5G

4. IoT

5. CLOUD

6. AUTOMATION

7. AR/VR
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12NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020
13NASSCOM-Everest Group Report on Digital Engineering, An Opportunity Unparalleled, January 2020
14Accenture Report on ER&D and product development GICs
15AICTE/ MHRD Data
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India's Global Sourcing Engineering R&D Market (~ in USD billion)

Key Highlights

27.5

2018

31

2019

63

2025 

(Estimated)

India’s Global 

sourcing ER&D 

Market (~in USD bn)

 India is well positioned 

to tap into the digital 

Engineering R&D growth, 

with ~27-28%  CAGR 

 growth rate anticipated for 
 13

digital Engineering spend

 46 of the top 50 

Engineering R&D 

spenders have their 
 14 centers in India

 India supports 11+ 

Engineering R&D verticals

India has a vast reservoir of 

talent pool for the Engineering 

R&D industry, with ~15  lakhs  

Engineering/ technology 
15graduates annually 

1 2

3 4
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Indian ER&D players developed in-depth digital engineering capabilities on high business 

impact-backed domains

Source: NASSCOM

16Economic Survey India 2018-19
17All India Survey of Higher Education (AISHE) by the HRD Ministry 2019
18Economic and Social Council (ECOSOC) Youth Forum, United Nations

13 

Automotive

Semiconductor

Industrial

Telecom

Aerospace

Product Software

Consumer Electronics

A key favorable factor for India is its demographic dividend. With more than 50% of the 
16country’s population under the age of 25 years  , India is a young nation with a vast reservoir 

17
of human capital. Close to ~1.5 lakh students  are enrolled in PhD programs across the 

country. Furthermore, youth also lead India’s Startup ecosystem, with the median age of 
18founder-entrepreneurs as only 31 years old . This talent base needs to be tapped and 

nurtured adequately, for it to complement the Engineering R&D growth story.
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The key growth drivers for India’s Engineering R&D story include:

Changing perception of 

India, as an ‘Innovation 

Driver’, rather than as an 

‘Implementation  &   

Support Partner’;

Continued Engineering 

R&D investments by MNCs, 

especially in the increasing 

number of  Startups in the 

domain; 



Karnataka has evolved as the pioneering destination for the Engineering R&D industry 

competing with several regions both in India and abroad. Karnataka is currently the leading 

contributor to the Indian Engineering R&D industry revenue. Having said that, Karnataka has 

immense prospects to ace the upcoming trends of the Engineering R&D industry, thereby 

maintain and further boost its position.  Government of Karnataka seeks to integrate the 

State’s Engineering R&D ecosystem and further strengthen its overall value proposition, to 

champion India’s Engineering R&D growth trajectory.

2.1 State’s Engineering R&D Ecosystem

Karnataka’s Key Highlights include:

14 

2. Advantage Karnataka
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2.2 Why Karnataka – Facilitators & Enablers

15 
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Accelerating Karnataka’s 

growth towards leaving a 

footprint in the Global 

Engineering R&D landscape, 

promoting the State as the 

‘Engineering R&D 

Destination of Choice’ and 

transforming into a vibrant 

‘Knowledge Economy’.

3.1 Vision 

17

3. Engineering R&D Policy Framework
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3.2.a. Objectives
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3.3 Roadmap built on 3 PILLARS

3.4 Priority Sectors and Facilitators

3.4.1. Priority Sectors

19
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3.4.2. Role of Karnataka Innovation Technology Society (KITS) & 

Karnataka Digital Economy Mission (KDEM) as Facilitators

3.5.A.1 Establishment of R&D Centers of Engineering R&D Entities

PILLAR A. ATTRACT ENGINEERING R&D ENTITIES TO ESTABLISH OR EXPAND R&D 

OPERATIONS IN KARNATAKA 

The key propositions of Pillar A are to market the advantages of the State to leading new and 

expanding Engineering R&D entities, encourage recruitment of skilled talent from the State 

and accelerate new technology innovation while simultaneously improving the Engineering 

R&D infrastructure & ecosystem.

20
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3.5.A.1.1 Rental Reimbursement

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs)

GoK will provide reimbursement of 50% of rent, up to INR 

2 crores or INR 1666 per employee per month, to an MNC 

Indian entity setting up or expanding GCCs in Engineering 

R&D beyond Bengaluru Urban District. 

3.5.A.1.2 Recruitment Assistance

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs)

3.5.A.1.3 Investment Subsidy

Engineering R&D Entities 

(GCCs)

GoK will provide an investment subsidy equal to 20% of 

investment, up to INR 2 crores, to an MNC Indian entity 

setting up or expanding GCCs in Engineering R&D, beyond 

Bengaluru Urban District. 

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs)

21
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APPLICANT INCENTIVE



3.5.A.2 Engineering R&D Fund to support Technological Innovation

With the support of the Engineering R&D Fund, it is envisioned to facilitate development of 

future products, utilizing emerging technologies. The ultimate aim of the Engineering R&D 

Fund is to attract Engineering R&D GCCs and ESPs to undertake a higher number of 

Engineering R&D projects in Karnataka, with ease and propel higher investments in the State’s 

Engineering R&D industry.

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs, ESPs)
GoK will provide a conditional grant up to 40% of the 

approved R&D expenditures, up to INR 8 crores per entity.

3.5.A.3 R&D Infrastructure Program to create and strengthen the testing 

and prototyping infrastructure

22
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IMPLEMENTING AGENCY INCENTIVE

KDEM

3.5.A.4 Innovation Labs Program to encourage open innovation

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs, ESPs)
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3.5.A.5 Digital Innovation for Services Challenges

Digital Innovation for Services Challenge Program will allow Engineering R&D GCCs, ESPs and 

Startups to conduct trials or pilot programs with State Government Departments*. This 

program seeks to encourage technology interventions that have a social impact, across 

priority sectors of this policy, through call for proposals.

The program will enable liaising with State Government Departments, to test feasibility of 

technology interventions with social impact, thereby, resulting in future market expansion 

opportunities. 

* Public procurement by State Government Departments in Karnataka is exempted from 

paying royalties.

APPLICANT INCENTIVE

Engineering R&D Entities 

(GCCs, ESPs)

GoK will provide a grant of up to 80% for a project cost up 

to INR 3 crores per entity. 

PILLAR B. MARKET THE ENGINEERING R&D ADVANTAGES OF THE STATE TO GLOBAL MNCs

3.5.B.1 Establish Engineering R&D Go & See Centers in Karnataka to demonstrate 

Engineering R&D capability of the State to prospective customer

Establishment of ‘Engineering R&D Go & See Centers’ will be anchored by KDEM in PPP mode, 

for Engineering R&D GCCs, ESPs, Startups and Academia. The centers may be utilized for 

demonstration of prototypes, research or demos etc. The ‘Engineering R&D Go & See Centers’ 

aim to strengthen prospective customer experience, encourage partnership with existing 

State Engineering R&D stakeholders and attract greater investment in the State’s Engineering 

R&D industry.

The State Government & KDEM will invite Karnataka based Engineering R&D entities (GCCs, 

ESPs, Startups, Academia) to showcase their prototypes, research, or demos etc. at these 

centers.

IMPLEMENTING AGENCY OFFERINGS

KDEM

24
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3.5.B.2 Host or Participate in Domestic/International Engineering R&D Events 

and Publish or Present Engineering R&D Knowledge Papers 

IMPLEMENTING AGENCY INCENTIVES

KDEM

PILLAR C. BRIDGING THE GAP BETWEEN ENGINEERING TALENT AND OPPORTUNITY 

3.5.C.1 Applied Research in Academia Program to support industrial 

application of Academic Research

25
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APPLICANT INCENTIVES

3.5.C.2 Develop Engineering R&D Future Skills Courses and Promote 

Adaptation of these courses in Engineering Colleges 

APPLICANT INCENTIVES
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3.5.C.3 Promote Internship for Engineering Students to bridge the gap 

between academic skills and the needs of the Engineering R&D industry

APPLICANT INCENTIVES

Engineering R&D Entities 

(GCCs, ESPs)

3.5.C.4 Chief Minister (CM) Research Fellowship Program 

APPLICANT INCENTIVES

PhD Students

27
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4.1 Eligibility Criteria

4. Eligibility Criteria, Policy 

Validity and Sanction Process
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4.3 Sanction Process

4.2 Validity of the Policy
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23INational Strategy for Additive Manufacturing 2020, MeiTY
24https://bengaluruurban.nic.in/en/demography/ 
25https://www.everestgrp.com/wp-content/uploads/2019/07/Everest-Group-Engineering-Services-Top-50-2019.pdf
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26R&D Expenditure Ecosystem Report 2019, Economic Advisory Council to the Prime Minister, GoI
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6. Glossary 
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Dr. E V Ramana Reddy, IAS

Additional Chief Secretary, 

Department of Electronics, 

IT, Bt and S&T, 

Government of Karnataka

Smt. Meena Nagaraj C.N., IAS

Director, Department of Electronics, 

IT, Bt and S&T and Managing Director, 

KITS, Government of Karnataka





Website: https://itbtst.karnataka.gov.in

Additional Chief Secretary

Department of Information Technology, Biotechnology and Science & Technology

Government of Karnataka

Gate 5, 6th Floor, M. S. Building, Bangalore - 560001, Karnataka, India

Phone: +91 80 2228 0562; +91 80 2226 5943

Email: itbtsec@karnataka.gov.in

Managing Director

Karnataka Biotechnology & Information Technology Services (KBITS)

BMTC Building, 4th Floor (TTMC 'B' Block - above bus stand)

Shanthinagar, Bangalore - 560027, Karnataka, India

Phone: +91 80 2223 0109; +91 80 2223 1006

Email: mdkbits@gmail.com, kitsgok@karnataka.gov.in

For information and assistance, please contact
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