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Indian Air-conditioning Industry: Refocus investment or face 

irrelevance 
 

Global HVAC Landscape 

 

HVAC/R has been a traditional 

industry, dominated by a few global 

players historically.  From being 

considered a luxury item, it has 

become a necessity.  The market 

has witnessed a steady growth over 

the past few years but some 

changes have happened in the last 

decade to disrupt the business.  

 

The US residential market was 

heavily skewed towards centralized 

systems (for both cooling and 

heating), while the commercial 

segment had been more focused on 

water-based systems.  US based 

companies built up significant 

competence on water-based 

systems. The entry of the Japanese 

players has altered the landscape, 

by introducing the concept of variable capacity through the refrigerating cycle. A different technology is 

gathering steam in the market and US players are scrambling to get access to this new technology, mostly by 

collaboration with Japanese companies.  But the wall has been swept away and floodgates to a new 

technology have been opened.   

 

Europe has been going through a similar transformation, but it started earlier than the US.  It was traditional 

chillers in the residential and light commercial markets, but the market shifted more towards the Asian style 

of inverter based split system air-conditioning. The advent of Asian players decimated the European local 

players in the split A/C market, as the Asian players had and have a better cost position as well as depth of 

technology.   

 

Asia Pacific has been a split a/c market, where room by room air-conditioning is more desired, due to various 

factors, and is largely driven by the customers buying power.  
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Indian scenario  

 

India transitioned from window room air-conditioners to split air-conditioners very rapidly, and the 

introduction of the Star labelling system by the Bureau of Energy Efficiency (BEE), levelled the playing field.  

The unorganized sector literally disappeared with the increased penetration of well-known foreign brands at 

lower price points and better value propositions.   

 

The major disruption of this industry happened with the widespread adoption of the inverter or variable 

capacity systems. The Japanese companies focused on the top tier of the market, positioned the product at 

a premium segment, invested in local manufacturing and quickly overtook the local players in terms of 

market share.  BEE’s push to consumers to switch to energy-efficient systems added the necessary impetus 

to the growth of this segment, which has now become more mainstream, as compared to the previously 

“premium segment” positioning.   

 

Market players  

 

Indian market is now dominated by Japanese, Korean and Chinese manufacturers.  These foreign players 

have invested in manufacturing, localization, and customization to adapt to Indian consumer needs.  The 

traditional big names in Indian Air- Conditioning industry have taken a back seat now.   

 

What has been the main driver for this disruption?   

The one fundamental reason behind this current scenario is that Indian manufacturers did not invest enough 

in building competence in technology. The key components were sourced from China, and procurement at 
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lower cost was the highest priority.  Most Indian companies spent a fraction of their R&D 

investment in core technologies. Instead, they focused on localization and minor product improvements.   

 

The Chinese manufacturers, who started even smaller than the Indian counterparts years back, are today 

more than 10x in revenue as compared to similar Indian companies. While China invested in building the 

core technologies, Indian players simply watched and let this turf be taken over. Short-sightedness in 

understanding the significance of this threat has led the Indian players to face the fire now.  While China 

thought “big” by investing in R&D, manufacturing facilities and focusing on exports, Indian players thought 

“small” by neglecting the bigger picture of playing in the global market.   

  

A case for future survival 

 

To survive this onslaught, Indian companies have to consider 5 broad areas:  

1. Invest in core R&D 

a. Invest on building the core technology related to compression, electronics and air dynamics 

to get even with the competition.  

b. Once the first bridge is crossed, invest in IoT, cloud-based technologies, smart homes, smart 

cities. The focus should be to “innovate” based on Indian needs and not adapt foreign 

solutions.   

 

2. Invest in building stronger relationships with academia.  

a. Chinese companies have strong collaboration with top engineering colleges, which helps 

them bring innovative solutions to the market. Korean companies engage youngsters to 

come up with innovative ideas on design and customer interface.   

b. Invest in talent acquisition. This market does not attract the best and brightest talent of India 

and a large part is due to the work culture of local companies.   

 

3. Look at the bigger picture of the domestic penetration & export market.  

a. Penetration of air-conditioning is low as compared to other developing countries, grab this 

opportunity to build scale and create entry barriers for foreign players.   

b. Export market is heavily crowded, but there are niche areas that can be explored. A 

compressor maker from South India, is making inroads to the US and Middle East market.  

 

4. Differentiate from foreign brands 

a. Build service capability. Build on brand equity. Build the “quality” reputation.  

 

5. Atma Nirbhar Bharat: 

a. The Prime Minister to make India Atma Nirbhar (self-reliant), has given the right opportunity 

to address the challenges. 

b. Seize this moment, reflect, and create the right blueprint for success.     

 

 


