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The dug-up roads in Park
Lane in London may be
causing traffic jams but

they fill Pankaj Munjal, chair-
man and managing director of
Hero Motors Company, with
optimism. “Two of the four
lanes on the new road will be
dedicated to cycles,” he says.
“This is the emphasis the world
is laying on cycling.”

Maybe it is concern for the
environment; maybe it is anx-
iety about taking public trans-
port; or maybe it is a desire to
exercise in the open air, but
the fact that people globally
are moving to a more basic
form of transportation is cre-
ating a world of opportunity
for Hero Cycles.

“I have not seen anything
like this in my 30 years of work
life,” says Munjal.

In the first few months of the
lockdown, Hero Cycles saw a
staggering 600 per cent surge
in demand in the UK over the
same period in 2019. The scene
was similar in Germany and the
trend is picking up in India, too,
although the country still lags in
demand momentum, he says.

The result has been a short-
age of components and prod-
ucts that is likely to take a
while to sort out. There is a sev-
en-month backlog in the
European market. In India, the
waitlist runs to three months
for some e-bikes and the
Firefox range.

All this means frenetic
activity at the Ludhiana-based
manufacturer. Munjal has cur-
rently parked himself in Lon-
don and everything is on the
agenda: From acquisitions to
tying up new suppliers.

The biggest problem right
now, he says, is to restore
lockdown-induced disrup-
tions to supply chains, partic-
ularly for premium cycles,
which relied heavily on China
for components.

All the company’s three fac-
tories in India are operating at
only 70 per cent capacity. “The
labour shortage is particularly
acute for its suppliers because
workers are scared to come
back fearing a second lock-
down,” he says.

So the company is going the
extra mile to bring workers
back: Sending buses and cars to
villages to collect them, and
offering them cash incentives
when they return.

A similar drive is underway
for the dealers, too. To meet
their need for operating capital,

channel finance is being organ-
ised to ensure they have eno-
ugh to buy inventory and parts.
And to clear the backlog, orders
are rationalised, focusing on
products that are in demand.

The demand post-Covid
has been led by the premium
category that is priced at
~12,000 and above in the dom-
estic market and for electric
cycles in the European market.
The electric segment has seen
a 100 per cent jump in sales in
the first quarter over the same
period last year, according to
the company.

“We are quite aggressive in
the premium category today. In
fact, the demand for a mass seg-
ment or black cycles in India is
plateauing and the growth is
being witnessed in premium
categories,” says Munjal.

Keeping with this trend,
two new smart electric cycles
(C8i and C5i) were launched
soon after the lockdown was
lifted in India. Hero also
launched a new roadster (the
common man’s black cycle) for
rural markets, but the demand
has been tepid.

Although no one could
have anticipated the current
surge in global demand, the
timing could not have been
better for Hero.

An additional capacity of 
4 million units will come on
stream on December 15 at its
Industrial Park in Punjab,
which is part of the state gov-

ernment’s ambitious Internat-
ional Cycle Valley project. This
will take the company’s total
capacity to 10 million units.

In rolling out expansion
plans, however, Hero wasn’t
really being prescient but only
logical in its approach. “India
accounts for one-seventh of
world production or 12.5 per
cent, but our cycles by value
make just 1 per cent. That both-
ered me,” says Munjal. From
his visits abroad, he could see
the world moving toward e-
bikes or towards light automo-
tive engineering and that
prompted him to start build-
ing capacity early last year.

By 2023, he wants the share
of exports in revenue to be 
50 per cent from 10-15 per cent
currently. He suggests that on
an average if Hero makes
~4,000 cycle per sale in India,
the company fetches about
£400 [approximately ~3.8
lakh] in the UK.

More than amassing vol-
ume, Hero wants to realise
more value from its products,
and e-bikes are the centre-
piece of that plan, where the
range varies from ~1.5 lakh to
up to ~8 lakh.

The exports push is also
going to be a Make-in-India
story, and one area that Hero
Cycles is working on is to ease
its dependence on China for
components. Currently, only
10-15 per cent of the high-end
bikes have local content, says
Munjal, but since March the
company has been trying to
reduce this reliance. China is a
large supplier of component to
manufacturers globally and the
Covid-19 disruption to product-
ion has created an internation-
al shortage of components.

According to the All India
Cycle Manufacturers’ Associa-
tion (AICMA), China’s share in
India’s import of bicycles and
components has been at 70-75
per cent over the past five years
but the industry is looking to
tie up with new suppliers in
Taiwan, Japan and Europe.

Hero’s efforts, however,
could still be just a drop in the

ocean in putting Indian cycles
on the world map, says former
Maruti boss Jagdish Khattar,
who has been working to pro-
mote cycling in the National
Capital Region.

“To be able to compete effec-
tively in the global market, one
first needs to create a vast dom-
estic market, a supply chain net-
work and scale. All of which is
lacking in the country,” he says.
He doesn’t mean this in the con-
text of Hero but for the coun-
try’s cycling industry overall.

“Most component manu-
facturers are small operators
who function from Ludhiana
and the market hasn’t changed
over the years,” he adds. The
numbers corroborate this: 
60 million of the 90 million
cycles sold globally are from
China, according to AICMA.

Yet India is also losing out
on the opportunity in the dom-
estic market. The vast majority
of Indians who need a cycle
can’t afford it in the absence of
bank finance and our cities are
not built around cycling, says
Khattar. More than 35 per cent
of people own a cycle in Delhi
but fewer than 4.5 per cent take
it out even for a distance less
than 4 km, according to a Niti
Aayog’s Task Force on Clean
Transportation report. By com-
parison in Copenhagen more
than half the trips to work and
school are made on cycles.

For now, though, cycles
have a role to play in people’s
lives. Kabir Chugh, co-owner of
The Turkey Project restaurant
in Delhi who rides to his work,
says cycling has come back as
gyms stay closed because it’s a
rite of passage for everyone.
“Your parents may or may not
have taught you cricket or foot-
ball, but it’s one sport that all of
us were taught at one point,” he
says. “Plus, you do not need
buddies to enjoy this sport.”

While a desire to exercise
has prompted people to take to
cycles, to make the shift per-
manent more than just a desire
will be needed: for one, safer
roads. “I do not know why India
is lagging behind,” says Munjal.

The unemployment rate dropped
to 6.4 per cent in the week ended
September 20. This is the lowest

weekly unemployment rate seen in a
long time. But, this is hardly a cause
for celebration.

Other weekly labour market metrics
for September so far indicate deteriora-
tion in conditions compared to the situa-
tion in August and also compared to the
earlier months since the recovery. August
itself had seen stagnation in the recovery
process from the precipitous lockdown-
induced fall of April. Deterioration from
the August stagnation implies a possible
slipping away of the recovery process
seen till recently. This is what emerges
from the trend in the labour participa-
tion rate and the employment rate.

The average labour participation rate
(LPR) in the first three weeks of
September was 40.7 per cent. The 30-day
moving average as of September 20 was
40.3 per cent. These compare poorly with
the 40.96 per cent pencilled in August.
The LPR seems to have peaked a month
ago in the week ended August 16. Since
then, it has dropped to a significantly low-
er level. The average LPR from June
through mid-August was almost 40.9 per
cent. This average has dropped to 40.45
per cent for the period mid-August
through mid-September.

A falling labour participation rate indi-
cates that a smaller proportion of the
working-age population is employed or is
unemployed and looking for employ-
ment. People who are employed or are
unemployed but actively looking for
employment together make the labour
force. A shrinking labour force compared
to the total working-age population is a
sign of a deteriorating labour market. It
indicates that people are so discouraged
by the conditions that they prefer to sit
out and not participate in the jobs market.

Besides the decline in the labour par-
ticipation rate, we see a fall in the employ-
ment rate. This is the proportion of the
working-age population that is employed.
The employment rate had hovered
between 39 and 40 per cent during 2019-
20. It averaged at 39.4 per cent for the
year. The rate fell to 27.2 per cent in June
but recovered to 37.6 per cent in July.
Then, in August it fell to 37.5 per cent.

The trend in September is somewhat
mixed. The average employment rate
during the first three weeks of the month,
at 37.9 per cent, is substantially higher
than the rates seen recently. But, the
slope is negative since the recovery is
distinctly negative. After the April fall,
the employment rate climbed up to a
maximum of 38.4 per cent in the week
ended June 21. Since then, it has slid
down a zig-zag gradient. The rate falls
for a week or two before recovering a bit
and then it falls again. But, each recovery
has been lower than the earlier and the
falls are steeper.

This negative trend in the employ-
ment rate since June 21 is a source of
anxiety. At 37.5 per cent, the employment
rate was nearly two percentage points
lower than the average of 2019-20. And,
the negative trend implies that it could
fall further. India’s employment rate has
been falling at a little over one percentage

point a year since 2016-17. The two per-
centage point fall so far this year with a
potential to fall further indicates that the
recovery from the impact of the lock-
down is incomplete and India could lose
some of the gains from the hit that has
been made so far.

The two principal reasons the employ-
ment rate could fall further are: First, the
government’s predilections and second,
the private sector’s disincentives. The
government seems predisposed to fiscal
prudence even during the extraordinary
times of today. Given its reluctance to
spend aggressively or even indicate its
intentions to spend, the private sector
lacks the business argument in favour of
expanding or investing into capacity cre-
ation or creation of new jobs.

Given the sharp compression of
demand as a consequence of the lock-
down, private enterprise can be expected
to shrink its spending budgets in all pos-
sible ways. The impact of this will not be
limited to the people it employs directly
but it will also be on the jobs in business-
es that serve these enterprises. If a large
company sharply reduces its spending
on travel, for example, it not only leads to
a direct loss of people within the compa-
ny who handle the travel plans of its exec-
utives but also jobs in travel services com-
panies. The impact of private enterprise
shrinking its business is, therefore, much
larger than the observed fall in their wage
bill or head count. Exhorting companies
to not retrench its staff in the face of the
lockdown was, therefore, facile.

While the lockdown has been lifted in
many ways in many areas, the economy
is still functioning at a lower capacity
than before the lockdown. Recent labour
statistics suggest that India could slip
from this incomplete recovery instead
of continuing on a recovery path unless
the government engineers a well-thought
recovery plan.

The fall in the unemployment rate
seen in recent weeks is meaningless and
misleading in the face of a falling labour
participation rate and a falling trend in
the employment rate.

The writer is MD and CEO, CMIE P Ltd

MAHESH VYAS

ON THE JOBA boom and a shortage
for Hero Cycles
The surge in cycle demand could not have come at a better time for
India’s largest manufacturer, yet it is struggling to meet sales order
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The Drugs Controller General of
India approved the commercial
launch of Feluda, the Tata CRISPR

(Clustered Regularly Interspaced Short
Palindromic Repeats) Covid-19 test, on
Saturday. Named after the fictional detec-
tive created by filmmaker Satyajit Ray,
Feluda is said to be an easy-to-use test
that provides faster results and costs
much less than the existing Covid-19 tests
such as the RT-PCR. So how does this
new test work and what does its launch
mean for India’s testing capacity?

What is the technology behind this test?
This test uses an indigenously developed
CRISPR technology to detect the genom-
ic sequence of SARS-CoV-2 virus, which
causes Covid-19. It has been developed by
the Tata group and the Council of
Scientific and Industrial Research (CSIR)
using the gene editing technology that
identifies the DNA sequence of SARS-
CoV-2. Feluda is the acronym for FNCAS9
Editor-Linked Uniform Detection Assay.

It is a paper strip test where the Cas9
protein, a component of the CRISPR sys-
tem, interacts with the SARS-CoV-2
sequence in the patient’s genetic materi-
al. Like in a pregnancy detection test,
there are two lines — a control and test
line — on the strip to detect whether a
person is infected or not. If a person has
the genetic material of the virus, then the
CRISPR enzyme on the strip would glow.
The genetic material of a patient can be
sampled through a nose, mouth or throat
swab, or through fluid from the lungs.

CSIR claims the test gives a result in
less than an hour and is as accurate as the
real-time polymerase chain reaction (RT-
PCR) test, which is considered the gold

standard for Covid testing. However,
unlike the RT-PCR test, Feluda does not
require a laboratory setup and achieves
accuracy levels of traditional RT-PCR
tests with quicker turnaround time, less
expensive equipment and better ease of
use, according to a Tata group statement.

The test, the company adds, meets
the Indian Council of Medical Research
(ICMR) guidelines of high-quality bench-
marks, with 96 per cent sensitivity (abili-
ty to correctly identify those with the dis-
ease) and 98 per cent specificity (ability
to correctly identify those without the
disease) for detecting the novel coron-
avirus. The Tata group adds that CRISPR
is a futuristic technology that can also be
configured for detection of multiple
other pathogens.

How much does the test cost and how
does it compare with other tests?
The Feluda test costs ~500 — much less
than an RT-PCR test (~1,600 to 2,400). The
RT-PCR test gives the result in 24 hours,

though sometimes it takes days due to the
requirement of a lab setup and skilled
manpower. The antibody test, mean-
while, costs around ~600 and the results
can be known in half an hour, but it is not
meant for diagnostic purposes. And the
rapid antigen test, which is now being
used by many states to detect Covid-19,
costs less than ~500 and the result is avail-
able in 30 minutes. However, this test is
not as accurate as the RT-PCR.

The other tests approved by the ICMR,
such as the cartridge-based nucleic acid
amplification test (CBNAAT) or the
TruNat test, can cost more than the RT-
PCR but provide faster results.

What does the Feluda test mean for
India’s testing capacity and its fight
against Covid-19?
India has ramped up its capacity to one
million tests per day. However, the net-
work of testing labs is poor in smaller dis-
tricts and often non-existent in rural belts.
Test samples have to be couriered to labs
in nearby cities. A low-cost test that can be
made easily available will help in faster
detection of cases and, therefore, improve
the reaction time to treat the patient, trace
contacts, isolate them and identify con-
tainment areas. “The approval for the Tata
CRISPR test for Covid-19 will give a boost
to the country’s efforts in fighting the glob-
al pandemic,” says Girish Krishnamurthy,
CEO, Tata Medical and Diagnostics.

Do other countries use a CRISPR-based
test for detecting Covid-19? 
The world’s first coronavirus test using
the gene-editing CRISPR technology was
developed by the Massachusetts Institute
of Technology and Harvard University in
May. The United States drug regulator
had granted the emergency use approval
to the drug.

The significance of the quicker,
~500 Feluda test for Covid-19 
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Deceptive fall in
unemployment rate

A low-cost test that can be made
easily available will help in faster
detection of cases and improve the
reaction time to treat the patient

Pedal push
Hero’s share of exports 
to revenue: 10-15%; 
by 2023: 50%

Current capacity: 6 million

CapacitybyDecember15:
10 million

Share of localisation: 
10-15% for high-end bikes

India’s share of global
exports: 12.5 per cent 
(by number)

India’0s share byvalue: 1%
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