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Introduction

With a population of over one billion and consistently high economic growth rates, India is forecast to
become a major world economic power within the next twenty five years. India’s decision to join the 
WTO and to participate fully in the global economy by dismantling trade barriers and welcoming Foreign
Investment, has resulted in unprecedented economic growth and a much more business-friendly
environment. It now ranks next to China in terms of the pace of economic development. While the numbers
living in poverty are still too high, there is a growing middle class, estimated by some at over 300 million
people, and the internal consumer and industrial markets are growing rapidly.

Most business people already know that India is providing business process outsourcing services to IT and
technology companies around the world. While many of the major Indian companies in these sectors (such
as Infosys, Wipro and TCS) are now world famous, the rapid development and changes underway in other
parts of the economy are not yet well known. However, as they develop they will have a dramatic impact on
both the domestic economy and world markets. 

Although there has been much talk about the emergence of China as the “world’s factory”, India is rapidly
becoming the “world’s service provider” and in the process it’s underlying economy is being transformed,
providing a market for many Irish products and services.

Irish companies interested in the Indian market need to become familiar with Indian business and culture
and with the benefits that can be gained from doing business there. This Guide is intended to serve as a
primer for Irish companies planning to enter the market. India is a vast and very diverse country and no one
publication could possibly contain all the information required to operate successfully in the sub-continent.
Our executive staff are ready to assist Irish companies both in Ireland and on the ground in the market. 

Gerry Murphy Director 
International Sales & Partnering
Enterprise Ireland
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1
INDIA, A LAND OF 

OPPORTUNITY

India Overview
India is the 7th largest country in the world and the
4th largest economy in terms of purchasing power
p a r i t y. India's institutions are rooted in the principles
of democracy to ensure a transparent, predictable
and secure environment for domestic and foreign
private investment. Some of the features that make
the Indian business environment attractive; an
independent judiciary, a strong legal & accounting
system, a free press, its reservoir of skilled manpower
and English as the principal language of business 
and administration.  

Until 1991 the Indian economy was characterised by
a highly regulated business environment, a pervasive
licence system and high tariff barriers. Sweeping
reforms, introduced in 1991 and continued by
successive governments, have radically altered the
course of the Indian economy. Though much still
needs to be done the Government's policies are now
relatively simple, transparent and geared towards
promoting domestic and foreign private investment.
Fu r t h e r, there is some political consensus on the
economic liberalisation policies at the central and 
state government levels.

The Emerging Asian Po w e r
- India registered 6.9% growth in the year to March

2005, the second fastest growth rate in the 
world after China

- Growth was led by positive movement across 

sectors – Industry (8.1%), Agriculture (1.1%) 
and Services (8.9%)

- The Current economic position is attributed mainly
to the dynamic and competitive private sector,
which accounts for 75% of GDP

Economics experts and various studies conducted
across the globe envisage India emerging as a
significant world-class economic power.  

- The US share of world GDP is expected to fall 
from 21% to 18% by 2025

- India’s share is expected to rise from 6% to 11%
during that period

- India is expected to emerge as the third pole in 
the global economy after the US and China

Advantage India
Sound Fundamentals
- A stable economy, inflation under manageable

limits (5%), comfortable balance of payment
position, good monetary & exchange rate
management

- India‘s foreign exchange reserves continue to rise
and stood at US$135 billion by 2005.

- Consistent, reform led income tax rates – around
30% currently

- Efficient commercial banking network of over
65,000 branches, supported by a number of
national and state level financial institutions

- Vibrant capital market comprising 23 stock

‘At its present rates of
growth, the burgeoning
market in the country
“would be adding nearly
one France every 3.5 
years and one Australia
every year”. 
A Goldman Sachs report. 

“America cannot ignore 
the fact that the centre of
gravity is moving eastwards
to Asia, and India will be
the major force in
globalisation”, 
Frank G Wisner, Former
US Ambassador to India.

India is of special
significance. It is a large
English-speaking country
and an Ireland-friendly
market.“ 
Philip McDonagh, Former
Irish Ambassador to India
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exchanges and over 9,000 listed companies, 
nearly 6000 of which are actively traded

- Benign foreign investment environment that offers
freedom of entry, investment, location, choice of
technology, production, repatriation of capital &
dividends, exit, etc

- Sound legal and accounting systems
- Double taxation treaties with many countries

Self-sufficiency
- Burgeoning domestic market – consumer market

of over 300 million middle class citizens with
increasing purchasing power

- Proximity/access to other regional/international
markets

- Good technology assisted manufacturing
capability across all sectors

- Well-developed R&D infrastructure – fast
becoming a global hub for contract research –
Biotech, Pharma and IT are the 3 key sectors.

- Unskilled, semi-skilled and skilled labour at
competitive wages

- One of the largest pools of scientists, engineers,
technicians and managers in the world

- Large English speaking workforce

Not Without Problems
The India based European Business Group in its
most recent position paper on the business
environment in India, while acknowledging
impressive reforms, points to continuing hindrances
to business such as:
- Economic liberation policy lags behind

implementation, due to political drag
- Rising inflation threatens
- Contradictions between federal and state

governments
- Inequitable treatment of foreign enterprises in

favour of Indian enterprises, for example foreign
banks are liable for a higher level of corporate 
tax than Indian banks

The World Bank‘s Assessment is that India‘s
continued economic progress will be enhanced 
as the Government reduces ownership in 
the economy, phases out tariffs, eliminates
preferential policies, reforms labour regulation,
fully opens to foreign investors and eases extreme
regulatory burdens. The report also speculates
that there is tremendous growth potential if 
India can tap into its own and global knowledge
to raise the overall technological performance 
of the economy.

DOING BUSINESS IN INDIA

there is tremendous growth potential if India 
can tap into its own and global knowledge

India WEB A-W  11/10/2005  10:05  Page 10



2
About India

Geography & Climate
India has 28 states and 7 union territories. New Delhi is
the capital. India has a population of 1080 million,
growing at 1.5% per annum. English is the medium of
commercial communication. (See pg 30 for map of India)

Some Demographics
India has a large English speaking population, which
has proved a major advantage in the exports of IT and
IT enabled services. The national language is Hindi. 
It is a diverse country with over 18 languages.  
Wide variations in culture, eating habits, dressing 
habits can be seen across the country.

Political Scenario
India has a parliamentary and constitutional form 
of government patterned on the UK system. The United
Progressive Alliance (UPA) Government is currently in
p o w e r, which is a coalition dominated by the 
Congress party.

There are two houses, the upper house, the Rajya
Sabha (Council of States) and the Lok Sabha (House 
of People). The Lok Sabha has a five-year term and
consists of directly elected members. Executive power 
is vested in the Council of Ministers, with the Prime
Minister at its head. All legislation requires the consent
of both houses of Parliament. Rajya Sabha elections 
are indirect. The President and the Vice-President are
elected indirectly for five-year terms by a separate
electoral college. The systems of government at the
State level closely resemble that of the union. The S t a t e
executive branch consists of the Governor, appointed
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by the President and the Council of Ministers, with
the Chief Minister at its head.

Legal System
The judicial process in India is quite fair. However,
while a large backlog of cases and frequent
adjournments often result in considerable delays,
matters of priority and public interest are dealt 
with expeditiously.

A single integrated system of courts administers
both Union and State laws. The Supreme Court of
India, seated in New Delhi, is the highest body. Each
State or a group of States has High Courts under
which there is a hierarchy of subordinate courts. The
Chief Justice and the other judges of the Supreme
Court are appointed by the President. The decisions
of the Supreme Court are binding on all courts
within the territory of India. 

Education System
The Education system in India has gained worldwide
recognition. The Indian Institutes of Technology
(Engineering) and Indian Institutes of Management
are at the fore of education in India. India produces
400,000 engineering graduates each year.

School education spans twelve years. The school
curricula are patterned both on homegrown systems
and international curricula. There are three levels of
qualifications in the higher education system:
- Bachelor/Undergraduate colleges (Engineering,

Medical, Science, Arts, Commerce.) spanning
three to four years

- Master‘s/Post-graduate institutes – typically of 
two years duration

- Doctoral 

The Government of India is actively involved in the
education system through a series of measures –
setting and improving course content, providing
grants for schools and colleges and operating a
large number of schools and colleges directly.
The third level system produces around 9.3 million
graduates every year.

India still has a very high rate of illiteracy 
and 27% but this has improved dramatically 
from 47% in 1995 (Businessweek Aug 2005).

Transport Infrastructure
India is well connected through road, rail and air.
However the poor quality of infrastructure has
resulted in low productivity of these assets. In a 
bid to change this, the Government is encouraging

private & foreign investment in infrastructure
development, traditionally reserved for the public
sector. However, action on the ground is slow due
to various implementation issues. Private sector
activity in Airlines has increased significantly with
recent privatisations and expansion of operations.

The Government plans to invest over US$ 40 billion
by 2012 in building highways and expressways
between the major hubs. Special freight corridors
are planned to increase the speed and productivity
of freight movement. Capacity augmentation in
airports in key metros and 8-10 green-field 
airports are planned. These plans cannot be funded
by Government alone, opening the way for Foreign
Direct Investment (FDI) in roads and ports. 

Money & Banking
The Rupee, the legal currency of India is partly
convertible (convertible only on trade account) 
and is linked to a basket of currencies. The Reserve 
bank of India (RBI) is the central banking institution
and supervises & administers exchange control,
banking regulations and the Government’s
monetary policy. The banking system is well
developed and credit is easily available for both
business and household sectors.(Fig.1)

Economy
India is recording a strong economic growth of
6.9% in 2005 despite poor agricultural growth
(1.1%). The economy is managing to maintain the
growth momentum, in spite of a poor monsoon, 
the increase in world oil and steel prices and
extensive damage caused by a tsunami in several
southern states. Indications are that this trend is
likely to continue in 2006. A push is being made to
increase the percentage of industry and agriculture
in the economic structure to mitigate risk. (Fig.2)
Introduction of VAT in 21 States in early 2005 is 
a positive step in the direction of reforms in
domestic trade taxes.

DOING BUSINESS IN INDIA
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Foreign Direct Investment (FDI)
Cumulative FDI in the country is over US$35 
billion or $70 billion when account is taken of
investments from foreign Institutional buyers in
Indian corporate stock. The last three years of
strong growth and liberalisation have generated a
lot of interest in investment in India, with many
multinationals investing in existing enterprises both
in the manufacturing and service sectors. Foreign
Institutional Investors (FII) investments have grown
significantly arising from buoyant capital markets.
India is currently ranking the best investment
destination amongst developing economies, 
ahead of Brazil, China and Russia, by several
commentators.

The Securities and Exchange Board of India 
(SEBI) ensures compliance with corporate 

governance rules among listed companies, a 
factor which has boosted all round confidence 
of the stakeholders – customers, vendors, partners.

Foreign Institutional Investors are now the third
largest investors in Indian companies, after
promoters and the Indian public and ahead of
domestic mutual funds and other institutional
investors.

Government FDI Policies
There is automatic approval for foreign equity up to
100% in many sectors, some exceptions are listed in
fig.1. FDI is not permitted in arms & ammunition,
atomic energy, railway transport, coal & lignite and
mining of iron, manganese, chrome, gypsum,
sulphur, gold, diamonds, copper, zinc. 

The government of India has set up a specially
empowered Board known as the Foreign Investment
Promotion Board (FIPB) to deal with matters 
relating to FDI as well as promoting investment 
into the country. (Fig.3)

Fig.2

Fig.1
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Industrial Hubs
India’s manufacturing sector grew by 8.1% in 2004/5.
In April – June 2005 the manufacturing sector
recorded a growth of 11.1%. Key industries include
infrastructure industries like steel, cement, power;
other manufacturing industries like automotive,
pharma, engineering, aviation and service industries
like software services, IT enabled services, telecom, etc.
(Fig.4 & 5)

Special Industrial Zones
The Government has set up Software Technology parks
and Special Economic Zones in an effort to provide an
internationally competitive environment and to ease
exporting procedures for companies. (Fig.6)

DOING BUSINESS IN INDIA

Fig.4

Fig.5
See appendix pg 30 for
map of India

Fig.3
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India’s manufacturing sector grew by 8.1% in 2004/5

Fig.6
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3
Doing Business 

in India

Travelling to India

V i s a s
A visa to visit India is required for most foreign
nationals except citizens of Tibet, Bhutan and Maldives.

Six month multiple-entry business visas can be
obtained from the Indian Embassy in your country of
residence. There is no provision for getting a visa on
arrival. Foreigners entering India for over 180 days
need to register with the nearest foreigner
registration officer.

A letter from the sponsoring organisation indicating
nature of the applicant’s business, probable duration
of stay, validity of passport, places and organisations
to be visited and also a guarantee to meet
maintenance expenses etc., should accompany the
application. A business visa valid for ten years with
multiple entries is available to joint ventures in India.
It normally takes five working days to get an Indian
visa. (See appendix pg 26 for contact details)

Flights Into India
It is relatively easy to get to the main commercial
centres in India through Amsterdam, London or
Frankfurt. Some flights currently originating 
from Dublin are shown below. Other options are
available from combinations of British Airways/Aer
Lingus and KLM/Aer Lingus. Approximate travel time
is 11 – 18 hours, depending on connecting flights. 

Airlanes have connections from Ireland via other
European cities to India:

Delhi
- Air France via Paris
- Lufthansa Airlines via Munich
- British Airways via London
- Air India via London
- KLM Royal Dutch Airlines via Amsterdam
- Austrian Airlines via Vienna

Mumbai
- Air France via Paris
- Lufthansa Airlines via Frankfurt
- Jet Airways via London
- Air India via London, Paris & Frankfurt
- British Airways via London
- Northwest via Amsterdam

Bangalore
- Lufthansa Airlines via Frankfurt
- Air India via Frankfurt

Chennai
- British Airways via london
- Air India via London
- Air France via Paris
- Lufthansa Airlines via Frankfurt

Local Tr a v e l
International flights land in Delhi, Mumbai, 

The following website
www.worldtravelguide.net 
is useful for general
Country/custom
information. It is
recommended to check 
with the Indian Embassy 
in Dublin for up-to-date 
visa information.

Embassy of India
6 Leeson Park, Dublin 6
Tel  01 496 6792 
Tel  01 497 0959
Fax 01 497 8070
Email indembassy.eircom.net
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Chennai, Calcutta, Bangalore, Kochi and
Thiruvananthapuram. Connecting flights are available
to all the key cities in India from these cities. The
travel time to the Central Business District from the
airport in most cities is generally around 1 hour. Pre-
paid taxis are available at the airport. It is advisable to
take these taxis if the hotel has not organised a taxi.

All the airports have tourist information offices, 
hotel reservation services & taxi services operating 
24 hours a day.

Health Risks
The main health risks are contracting Cholera,
Malaria, Hepatitis B & A. These are transmitted
through contaminated food, water or by direct
contact. Consult your doctor for the required
preventive medication before travelling to India.

Drink mineral water only – make sure the bottle is 
sealed. Keep mosquito repellent with you.

Managing Locally

Stay
There are many hotels catering to different
budgets in all the cities – 7 (in metro cities), 5, 4
and 3 star hotels with adequate facilities. Hotel
booking needs to be made in advance – this can
usually be done over the internet. Most hotels
expect payment in foreign currency from 
foreign nationals.

C u r r e n c y
The Indian currency is the Rupee and is available in
denominations of Rs. 1000, 500, 100, 50, 10 and
5. One Rupee is equal to 100 paise. Most large
shops and commercial establishments accept
international credit cards (affiliated to Visa,
Mastercard and American Express).

B a n k i n g
India has a wide range of well-networked banks 
in almost all cities and towns. There are national as
well as multi-national banks that offer facilities such
as ATMs, telebanking and net-banking, affiliated to
Cirrus which makes cash withdrawal from a foreign
account possible.

Money can be changed at Thomas Cook or any
large branch of a state, private or foreign bank.

A foreign national wishing to open a bank
account is required to follow the eligibility 
criteria set by the Reserve Bank of India. 

The applicant should be a foreign national
temporarily residing in India, have employment 
or a profession, and hold a valid foreign 
passport, employment visa and an employer's
certificate or approval from the Reserve Bank of
India (RBI) in the case of a self employed person.

Business Etiquette
With increasing globalisation, corporate India’s
behaviour is largely similar to international norms.
- Business clothing is casual but neat. Jackets are

worn for formal meetings or when meeting
Government officials.

- Indians value time but traffic congestion often
delays meetings. 

- Most meetings are started with small talk over 
a cup of coffee/biscuits.

- Shaking hands when meeting is acceptable in
the corporate community. 

- Business gifts are normally not expected.

India has many languages but it is possible to make
oneself understood through English, which is the
official medium of communication.

Most taxi operators, shop assistants, hotel 
staff can converse in English or have sufficient
English to get by. Namaste is used universally 
for greeting people. 

Setting Up of a Company 
The principal forms of business entities in 
India are:
- Sole proprietorships
- Partnerships
- Private limited liability companies 

DOING BUSINESS IN INDIA   8 . 9
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(<50 shareholders); can be deemed public 
under certain circumstances

- Public companies (>50 shareholders, can
list shares)

Companies incorporated in India and branches of
foreign corporations are regulated by the
Companies Act, 1956. The Registrar of Companies
(ROC) and the Company Law Board (CLB), both
working under the Department of Company Affairs,
ensure compliance with the Act. A new company
must be registered with the Registrar of Companies. 

Starting Operations in India
The Government of India is simplifying processes to
make investing in India simpler and more attractive
for foreign companies. Foreign firms have the
options of starting operations as an Indian company
or as a foreign company.

• As an Indian Company
- Joint Venture with Indian partner(s)
- Wholly Owned Subsidiaries, in industry categories

where 100% FDI is permitted

For registration and incorporation, an application
must be filed with the Registrar of Companies
(ROC). After incorporation as an Indian company,
it is subject to Indian laws and regulations as
applicable to other domestic Indian companies
(http://dca.nic.in)

The joint venture route reduces time to market, can
leverage local company strengths in the Indian
market and reduces risk.

• As a Foreign Company
- A Liaison office cannot undertake any commercial

activity directly or indirectly and cannot earn any
income in India. Its role is limited to collecting
information about possible market opportunities
and providing information about the company
and its products to prospective Indian customers.
It can promote export/import from/to India and
also facilitate technical/financial collaboration
between parent company and companies in India.
Approval for establishing a liaison office in India 
is granted by Reserve Bank of India (RBI)

- Project office – Foreign Companies planning 
to execute specific projects in India can set up
temporary project/site offices in India. Such offices
cannot undertake or carry on any activity other
than the activity relating and incidental 
to execution of the project. Standing permission 
is given by RBI

- Branch offices for Export/Import of goods;
Rendering professional or consultancy services;
research work for parent Co.; promoting
collaborations between Indian company and
parent; buying/selling agent; IT services, technical
services for products sold by principal; foreign
airline/shipping company. A branch office is not
allowed to carry out manufacturing activities on
its own but is permitted to subcontract these to
an Indian manufacturer. Branch Offices established
with the approval of RBI, may remit outside India
the profits of the branch, net of applicable Indian
taxes and subject to RBI guidelines. Permission for
setting up branch offices is granted by the Reserve
Bank of India (RBI)

Companies are required to register with the
Registrar of Companies (ROC) within 30 days 
of setting up a place of business in India.

Approvals and Clearances
The Department of Industrial Policy and Promotion
(DIPP) is the nodal agency for information and
assistance to foreign investors. Its website
www.dipp.nic.in has comprehensive information 
for foreign investors and gives weekly update 
on proposals for foreign investment 
under consideration.

In addition to registration with ROC, various 
other approvals are required for starting a new
company. Some clearances are required – Pollution
Control Board, Chief Inspector of Factories,
Electricity Board, Municipal Corporation, etc.
Furthermore, the company has to register with 
the Excise department/Service tax department,
Professional tax department, Provident fund
department, Shops & Commercial establishment,
Employee State Insurance (factories), STPI (export
oriented units) etc. Irish companies are advised to
employ a local agents to assist with these matter.

DOING BUSINESS IN INDIA
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4
Some Key Industries

IT and IT Enabled Services 
The IT and IT enabled services industry currently
worth US$ 28.8bn, is one of the fastest growing
segments in the economy with a 32.5% growth 
rate in 2005. Over 65% of output was exported. 
There are over 3000 companies operating in 
this sector.
- The top five groups Tata, Wipro, HP, Infosys and HCL

grew at 40% and account for 31% of the market. 
- The industry also scaled record levels of employment

in FY 05, with the employee base crossing the 
1 million mark.

- The market can be distinctly divided into Domestic 
IT products & services, Software services exports.
and IT enabled services.

Domestic IT Products & Services Market
Indian industry has come of age and has started to
view IT spend from a business change perspective

rather than just the IT consultancy purview. The
focus of software spend was therefore on enterprise
applications. The fast growth in IT services (39%)
was driven by facilities management, managed
services and total outsourcing. 

• Key Spenders
Major buyers of IT and IT services were private sector
companies (66%), followed by public sector units
(20%) and Government (14%). Banks were the
largest spenders followed by IT and Telecom. The
other relatively large spenders were R&D and Govt.
Manufacturing, Home Office and Energy were at
the lower end of the spectrum. These constitute a
fragmented user base and a mix of Government,
private sector and multinational companies.

• Major Suppliers 
- The PC and notebook business grew to 48% of 

DOING BUSINESS IN INDIA 10 . 11

”India is not just about IT
or business process
outsourcing. We see it as
an incubator for giant
global corporations driven
by IT strategy.“ 
Prof Warren McFarlan,
Senior Associate Dean -
Harvard Business School.
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the total market due to aggressive sales & pricing
strategies adopted by the multinational companies.
Key companies include HCL, HP, IBM/Lenovo, Zenith,
P CS, Acer, DELL, LG, Wipro and Apple

- The server business continues to be dominated 
by Sun, HP, IBM and SGI

- The global majors HP, Samsung, Canon, Epson, 
and WeP dominate the printer market

- In the IT services area, there are a host of companies
the majority of which are Indian owned. The biggest
players include, TCS/CMC, IBM, Wipro, HP India,
HCL Te c h n o l o g y, Infosys, Network Solutions and 
3i Infotech

- Largest Packaged Service providers are IBM,
Microsoft, Oracle, SAP, SAS, Ramco, etc.

- CISCO continues to be the undisputed leader 
of the data networking market

• Future Tr e n d s
According to a joint NASSCOM-McKinsey report, the
domestic software market will generate revenues of
US$13 to15bn by 2008. India currently spends only
1.1% of its GDP on IT, compared to the US, which
spends 5% – this trend is set to change.

The outlook for 2006 is very positive with the 
industry poised to grow at similar levels to 2005.
Customer Relationship Management ( C R M )
initiatives by the automotive and manufacturing
segments are expected to drive demand for servers
as well as packaged software. Among peripherals,
multi function devices will continue to grow.
Network management outsourcing will be popular
as companies realise the advantages of staying 
focused on their core competencies. 

Software Service Export Market 
The software services market grew from US$ 9.3bn to
US$ 12.7bn in the year to April 2005. The market saw
consolidation, with the top five companies (TCS ,
Infosys, Wipro, Satyam Computer Services and HCL
Technologies) increasing their share to 45%. The
industry enjoys a number of incentives such as income
tax breaks and 100% FDI.

• Key Spenders
While the US and UK still remain the dominant
consumers of Indian IT services, Indian companies
are gaining traction in newer markets like Japan,
Singapore and Germany.  

Manufacturing and R&D were the key growth
catalysts. Banking & Financial Services ( B F S I ), IT 
and telecom continued to be key revenue earners,
followed by manufacturing, healthcare and retail.

Software service providers are now also gaining
ground in newer services such as packaged 
software implementation, systems integration,
network infrastructure management and
IT consulting.

• Industry Structure
The industry has developed extensive capabilities in
the area of offshore development. There are over
3,000 service providers, from small software
development firms focusing on basic application
development, to niche firms specialising in 
high-end design services and broad based firms
such as Tata Consultancy Service ( TCS ), Infosys 
and Wipro. 

The top 20 companies account for 69% of revenues.
Some key exporters are IBM GSI, Cognizant, Pa t n i
Computer Systems, I-flex, Mahindra British Te l e c o m ,
Oracle, Accenture, Polaris, Many of the larger
companies are based in cities such as Bangalore,
Hyderabad, Chennai, Gurgaon and Pune.

Indian vendors have developed multi-location
delivery capabilities. Firms are expanding their
operations rapidly in tier 2 cities in India as well 
as setting up facilities in China, Eastern Europe,
Ireland and the Philippines.

• Future Tr e n d s
The NASSCOM McKinsey study forecasts IT services
exports will reach US$ 28 to 30 billion by 2008 and
technology services industry will contribute around
US$ 8 to 10 billion in revenues.
Some trends:

- New areas include network infrastructure
management; systems integration; IS outsourcing; 
IT training & education; hardware support &
Installation; network consulting & integration 

- There is a trend towards aggressive targeting of
companies in retail, telecom services and healthcare
services with tailored value propositions

- Product centered opportunities will be increasingly
of interest; embedded software; development and
delivery of specialised components; tapping offshore
product development opportunities; product
acquisition and enhancement and developing
shrink-wrapped products. Engineering services is
seen as a very attractive area for outsourcing

IT Enabled Services – Business Process Outsourcing (BPO)
IT enabled services has grown from US$3.8bn to
US$5.2bn (2005). An Increasing trend whereby
M N C’s set up their own captive unit, accounts for
over 65% of work outsourced to India.

DOING BUSINESS IN INDIA
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The key focus in the sector is on Customer care (33%
of revenues), Finance (23%), Content Development
(15%) and Admin & HR (17%), with Payment Services
making up the balance. 

The ITES-BPO companies are winning new sales 
in transaction processing, with more and more 
firms balancing voice and non-voice business
portfolios to diversify revenues and improve 
seat utilisation. 

• Industry Structure
There are over 400 IT enabled service firms in 
India. The top ten IT enabled services companies
include Wipro Technologies, IBM Daksh, WNS
Global Services, Mphasis BFL, ICICI One source,
Exlservices, HCL- B P O, Intelenet Global, Progeon 
and eFunds International.

In the past few years there was a lot of
consolidation in the industry. Some key acquisitions
including, GECIS by Oak Hill/GA partners (US$
500mn), Daksh Eservices by IBM (US$150mn),
Eserve International by Citigroup (US$120mn) 
and USA Cambridge Integrated Services by 
Scandent (US$110mn), etc.

• Tr e n d s
The NASSCOM McKinsey survey forecasts this
segment will account for US$21bn to 24bn by
2008. Pricing trends in BPO are subject to persistent
downward pressure, increasing the emphasis on
operational excellence to sustain margins and the
need to move up the value chain and arbitrage
technical capabilities instead ofcost advantage.

In the evolution of the BPO sector a new range of
service offer called Knowledge Process Outsourcing
( K P O ) is emerging, which involves vendors
providing higher-end research and analysis based
services in traditional service lines as well as new
business areas. Sectors with significant latent
potential include healthcare (pharmaceuticals and
biotechnology), legal support (intellectual property
research), design and development for automotive
and aerospace industries, and animation and
graphics in the entertainment sector.

Market Opportunities
The domestic market shows good potential in the 
area of packaged software & enterprise solutions,
networking products & services, Wide Area Networks,
Managed services and Facilities management. 
Competition in the financial and telecom services
domestic markets has resulted in firms offering

various value-added services directly to the end
c u s t o m e r, many of which already exist in Europe. 
This trend creates the constant need for proven
products in this space.

With increasing dependence of firms on outsourcing,
data security is an area which will undoubtedly
become a priority in the future. 

Te l e c o m
The telecom market grew to US$25billion (2005) 
of which Services accounted for the major share 
(US$15.8bn). New milestones were achieved in the
last year with wireless services overtaking fixed lines. 
This explosion in wireless technology drove the
increased demand for telecom equipment, which 
also grew 43%.

The Telecom sector is dominated by multinational
companies. Homegrown companies have joint
ventures with leading telecom serviceproviders/
equipment manufacturers. 

Telecom Equipment
Wireless equipment (Carriers) grew 68% to $2.6bn 
in 2005. Switches, routers and enterprise voice
solutions were the key components of enterprise
e q u i p m e n t .

• Future Tr e n d s
- Equipment sales continue to grow strongly

especially in the mobile sector. 
- Local manufacture in the telecom sector was

boosted in 2004 with the new Nokia plant 
in Chennai, LG in Pune, Alcatel and Elcoteq 
in Bangalore. ( F i g . 7 )

Telecom Services
Total revenues grew (16%) to US$15.8bn in 
2005 on the back of an explosive growth in 
the cellular market, driven by large players looking 
for a one stop, end to end solution integrating
voice, data and connectivity across centres.
Managed services and corporate applications 
on mobile handsets saw interesting 
developments.(Fig.8)

”India is one of the fastest
growing telecom markets in
the world and is of immense
importance to us”.
Bert Nordberg, President
(Business Unit Systems) 
– Ericsson

India WEB A-W  11/10/2005  10:05  Page 21



Telecom Carriers/Operators
• Fixed & Mobile Services

94% of revenue comes from voice telephony 
and with only 6% is from non-voice. The service
providers are now focusing on value added services. 

Private operators made some headway in fixed line 
at the expense of BSNL. In mobile, GSM technology
holds 78% of the market. CDMA technology is
provided only by Reliance and Tata., India is expected
to see 3G deployment shortly. Infrastructure sharing
by service providers is on the cards. ( F i g . 9 )
• Other Services

National Long Distance ( N L D ) and International 
Long Distance ( I L D ) services are the key value 
added services. ( F i g . 1 0 )

Future Tr e n d s
The subscriber base is expected to rise to 140 mn 
by 2007. Fixed line will continue to grow slowly, 
while mobile subscribers are forecast to increase to 
90 million subscribers. The focus will be on value 
added services.

Integration of data and voice will continue apace
with corporate customers demanding a one-stop
s o l u t i o n .

Market Opportunities
The wireless business is forecast to be the future 

in India and will be dominated by a few firms.
Broadband availability is gaining popularity, after 
a fitful start. 

The focus of service providers is on retaining
subscriber loyalty through value added services and
improved operation efficiencies. Irish firms could 
work with service providers in the area of network
management, managed services and value added
services. Some value added services in Mobile include:
- Infotainment services such as ring tones,

wallpapers, logos, etc
- Service enhancement like multi-party conference

calls, railway enquiry, web-based email
- Hotmail on GPRS or SMS
- Mobile banking facilities – account balances,

checking cheque status, new cheque book, 
stop payment instructions

- Regular stock market updates

India is fast becoming known for its design services 
in the area of telecom. As international mobile
manufacturers look at India as a design and
manufacturing base, design services firms will seek
expertise in the area of testing and of specific
platform related skills training.

DOING BUSINESS IN INDIA

Fig.7
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India is fast becoming known for its design services in the 
area of telecom

Fig.8

Fig.9

Fig.10
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The Biotech Industry
The Biotech industry in India, with revenues of US$
1.1bn and growing at 36.65% is still at a nascent
stage. There are some success stories, but the
industry is yet to move from being generic-focused
to innovative research-oriented. In addition to
generating trained manpower and a knowledge
base, India is managing to attract manufacturing
activities and high-level biotechnology 
research programmes.

Market Structure
The industry comprises over 280 companies in 
the biotech business and another 120 that 
supply technology products to these biotech
companies. The Southern cluster is located between
Bangalore, Hyderabad, and Chennai; the West is
centered on Aurangabad, Ahmedabad, Mumbai, and
Pune, while those in the North are primarily located in
Delhi-Gurgaon-Noida region.

Biocon, the largest player with 26.1% share, is an
integrated company with interests in discovery,
biopharmaceuticals, and enzymes. Other large firms
include – Mahyco Monsanto, Rasi Seeds, Bharat
Serums, Indian Immunologicals, Shantha Biotechnics
and Wo c k h a r d t .

Bio pharma – Aventis Pharma, Bharat Serums &
Chiron Behring Vaccines are big in the human health
care sectors with NovoNordisk in Therapeutics. Serum
Institute of India and Panacea Biotec are homegrown

vaccine manufacturers of international repute.
Venkateshwara Hatcheries is a leading poultry 
vaccine manufacturer.

Bio informatics – India’s strong IT sector is a major
advantage in this nascent sector.

Bio Agri – Mahyco, Monsanto and RASI seeds are
large players.

Some foreign companies with presence in the Indian
biotech sector: Monsanto, Pfizer, Astra Zeneca,
U n i l e v e r, Dupont, Bayer, Eli Lilly, and Hoechst Roussel
Vet, Millipore, and Novozymes.

Advantage India
- Trained manpower and knowledge base; access 

to Non-Resident Indians ( N R I ) r e s o u r c e s
- Good network of research laboratories
- Rich Biodiversity
- Well developed base of industries (e.g:

pharmaceuticals, seeds)
- Extensive clinical trials and research facilities – access

to vast & diverse disease population
- Bio-diversity – India‘s human gene pools offers an

exciting opportunity for genomic studies
- Agriculture translates into corresponding growth 

of the Agribiotech sector

Future Tr e n d s
Industry analysts have projected the consumption of
biotech products in India at a level of US$4.3bn by
2010, with sub-sectoral forecasts for human and
animal healthcare products – US$1.7bn; agriculture
products including seeds – US$1.4bn; industrial
products – US$978 mn; and other products – US$145
mn approximately.

It is forecast that outsourcing of Biotech services 
to India will provide the next wave in India’s economic
a s c e n d a n c y. Many international firms are expected to
invest in Research & Development in this area.

Market Opportunities
Research & Development offers market possibilities
primarily because of the availability of trained
m a n p o w e r, Government incentives and infrastructure
a v a i l a b i l i t y. Laboratory equipment offers another
market area of opportunity as many new firms are
being set up.

Pharmaceutical Industry
The domestic Indian pharmaceutical industry
generated US$4 billion in domestic sales and over
US$3 billion in exports in 2005 – growth of 8% to 

DOING BUSINESS IN INDIA

”The research &
development work carried
out in India is of world-class
standards and is now
attracting German biotech
companies, keen on setting
up joint ventures (JVs) and
R&D facilities.“ 
H Richter – German
Ambassador to India.
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9%. It ranks highly in the third world in terms of
technology, quality and range of medicines
manufactured. It meets around 70% of the country's
demand, accounts for 8% of global pharmaceutical
sales and is the fifth largest producer of bulk
medicines in the world. 

The Drugs & Cosmetics Act governs the import,
production, sales and distribution of drugs in the country. 

Exports constitute more than half the revenues of most
pharmaceutical companies, due primarily to cost
competitiveness, quality standards, process skills and
approved manufacturing facilities. The Indian pharma
companies have made inroads into the regulated
generic and unregulated markets in the US and Europe.

Arising from the introduction of product patents in
2005, Indian drug companies will be eligible to make
generic drugs for export markets as drugs go off
patent. The advent of product patent protection now
means that multinationals can introduce top of the line
patented products to the Indian market, without fear 
of patent violation.

Industry Structure
The Indian Pharmaceutical sector is highly fragmented
with more than 20,000 registered companies. However,
the top 250 firms control 70% of the market with the
market leader holding nearly 7% share. The top
companies in the Indian pharmaceutical industry
include: Ranbaxy, Dr. Reddy’s, Cipla, Cadilla, Nicholas
Piramal, etc. – all domestic firms. Multinational firms
such as Astra Zeneca, Aventis Pharma, Baxter India,
Merck India, Glaxo Smithkline Beecham are very active
in the India market and MNC investment is expected to
increase. While historically, R&D expenditure was low at
1.9% of India’s turnover, Pharma companies are now
investing in research to face the post 2005 scenario.

Future Prospects
The pharma industry is expected to grow at 11%, 
with exports being the major driver – to regulated
markets like the US and UK. An estimated 
US$55bn-65bn worth of drugs are expected to 
come off patent by 2007, creating major 
opportunities for Indian companies.

With recognition of product patents in 2005, many
global companies are interested in accessing the vast
market potential in India and its wide disease profile. 

India will leverage its intrinsic advantages in
manufacturing, clinical research and basic R&D:
- Quality producers, many of whom are approved 

by the regulatory authorities in USA and UK
- Competent workforce and innovative scientific

m a n p o w e r
- Cost-effective chemical synthesis and low cost 

of production
- Solid legal framework and strong financial markets
- Information & Te c h n o l o g y

Market Opportunities
- Licensing, which will be mutually beneficial for the

licensor and licensee, could be in the areas of:
- Marketing rights in the country & elsewhere 

where India has a strong base
- Research & Development – develop & 

commercialise specific compounds
- Contract manufacturing
- Clinical research – 100% FDI allowed in the drugs

and pharmaceutical industry will help this process
- Sourcing of Raw Materials at lower prices

H e a l t h c a r e
The Indian healthcare industry is currently worth
around US$ 20bn (2005). It is delivered through a 
mix of Government and private enterprises. India’s
healthcare paradox ranges from a serious lack of
facilities in many rural areas to a state of the art
infrastructure and highly skilled doctors & surgeons 
in many urban areas. The industry has generated 
a lot of interest lately as a healthcare tourist
destination, arising from an ability to deliver quality
medical care at competitive rates.

India spends 5.2% of its GDP on healthcare, the sector
employs over 4 mn people and is one of the largest
service sectors in the Indian economy. 

S t r u c t u r e
Healthcare is delivered through both the public
healthcare system and the private sector. The 
public system consists of facilities run by the central

”It makes sense for
pharma companies to look
to India… Indian scientists
are well trained… India
has more pharmaceutical
facilities approved by the
U.S. Food & Drug
Administration ( U S F D A )
than any foreign country.“
Business Week Magazine.
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and state governments, which provide free or
subsidised services to low-income families through 
a large infrastructure, which suffers from poor
maintenance. In the private sector, healthcare facilities
are owned and run by for-profit companies and non-
profit or charitable organisations. (Fig.11) 

Major corporates like Tata Group, Apollo Group, Fo r t i s ,
Max, Wockhardt, Piramal, Duncan, Ispat, Escorts have
made significant investments in setting up state-of- t h e -
art private hospitals in cities like Mumbai, New Delhi,
Chennai, Bangalore and Hyderabad. This trend is on
the rise with more private sector companies exhibiting
interest in healthcare – driven by initiatives from
insurance firms and corporate health programs.

Fu t u r e
A McKinsey-CII report forecasts health care spend by
2012 will be US$74 billion. Insurance penetration is
also expected to increase significantly.
- Indian companies are investing in healthcare facilities

in Sri Lanka, Nepal & other countries
- The Government focus is on re-organising and

restructuring the health care system
- India expects to develop its potential as a major

destination for medical tourism. India is already a
preferred healthcare destination for neighbouring
countries, due to the low cost and high quality
treatment available

- Medical charges in India are between one-tenth and
one-thirtieth those in the U.S.

- India will continue to tap the potential in IT enabled
healthcare – like medical transcriptions, telemedicine,
the back-office work & software-application 
in health

Market Opportunities
Opportunities are in the following areas:
- Investing in healthcare delivery systems
- Medical equipment – value for money products
- Te l e m e d i c i n e
- IT & software services in healthcare
- Medical consumables

Aviation Industry
Historically, India had one of the least developed
aviation industries among nations of equivalent sized
economies. However, post liberalisation and with
the entry of private and low cost operators, the
airlines have been booming. This prosperity has
cascaded into associated services and industries. 
The trend is expected to continue in the future.

The Director General of Civil Aviation ( D G C A ) is 
the main regulatory organisation responsible for
regulating air transport services to, from, and 
within India, as well as for the enforcement of 
civil aviation regulations, air safety standards and
airworthiness certification. 

A i r p o r t s
The enormous growth in air traffic has generated 
an urgent need to upgrade and modernise existing
airports, and build new green-field projects.
Although the Government has opened many of 
the new airports and some of the up-grading
projects to the private sector, the pace of progress
is unsatisfactory.

Airports Authority of India ( A A I ) manages a total 
of 120 facilities, which include seven international

DOING BUSINESS IN INDIA

India spends 5.2% of its GDP on healthcare

Fig.11

”I believe India could be
the fastest growing
economy in the world one
day. It would be foolish for
Virgin not to embrace
India.“ Sir Richard
Branson, Chairman –
Virgin Atlantic Airways.
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airports, 87 domestic airports, and civil air terminals at
defense airfields. The Authority also provides air traffic
control services over the entire Indian airspace. 

Over 60% of the airport and ground support
equipment in India is imported. U.S. companies
dominate, accounting for 30% of the total imports.
The market is expected to increase significantly in
the near future with the entry of the private sector
into airport management, the implementation of
the navigation and air traffic management plans
and with growing security and safety requirements.

Airlines
Air traffic has seen high growth rates fuelled by 
new and budget airlines entering the market with
innovative schemes and highly competitive pricing. 

Up to 49% foreign equity and 100% NRI investment 
is permitted in domestic air transport services.

Air India (AI) and Indian Airlines (IA) are the national
carriers of India. Both are 100% Government
owned. The private airlines operating currently are Jet
Airways, Air Sahara, Kingfisher, Air Deccan and Spice
Jet. Of these, Spice Jet and Kingfisher are relatively
new entrants and are in the process of setting up
operations, flying in just a few sectors currently. 
The Government has allowed some of the privately
owned carriers to operate international flights.

The government carriers generally prefer to buy
rather than lease aircraft. Both IA and AI have
dedicated in-house engineering departments
responsible for the maintenance of their fleets. 
Both are in the process of acquiring new aircraft.
The private airlines tend to lease equipment.

Ground Handing Agencies
The Government recently decided to restrict ground
handling to three government-owned entities: the
Airports Authority of India (AAI), Air India (AI) and
Indian Airlines (IA). This is expected to lead to the
formation of new companies focused on ground
handling, as all three have retained international
consultants to identify potential joint venture 
partners for the ground handling business.  

Aircraft Manufacturing
The largest Indian aircraft manufacturer is Hindustan
Aeronautics Ltd (HAL) which is a Public Sector
Undertaking (PSU) owned by the Government of
India. HAL’s location in Bangalore has led to the
emergence of a cluster of aerospace related
companies there to service HAL’s needs. Many of 

these local companies also serve the civil aviation
sector and are collaborating in joint ventures or
technology transfers to manufacture under license 
for foreign partners. HAL and these allied companies
offer substantial opportunity for manufacturers 
of aircraft parts, avionics, and training and
refurbishing service providers. 

Future Tr e n d s
The Indian airline industry has come of age. The next
five years are going to see a lot of action in terms of
entry of new players, consolidation of operations,
new airports and investment in technology.

Market Opportunities
The major buyers of aviation related products and
services include the Airports Authority of India 
( A A I ), the Airlines (Indian Airlines, Air India and
private operators), general aviation operators, 
ground handing agencies. The AAI is the major
customer for all airport and ground support
equipment, accounting for about 70% of the total
market currently. 

Opportunity areas – aircraft and parts, navigational
aids, instrument landing systems (ILS),
communications equipment, weather equipment,
baggage handling and information systems, security
equipment, signage, aerobridges, centrifuge,
simulators, utilities and power equipment, airfield
lighting systems and approach lighting, radar
systems, management information systems, and
flight information systems.   

Oil & Gas Industry
Estimated to be a US$90 billion industry, it is among
the largest contributors to the central and state
exchequers in India. Over the past decade, India’s
domestic oil production has remained essentially
unchanged, while the country’s demand for
petroleum products has almost doubled. India’s
reliance on foreign oil has grown to a point where
more than two-thirds of the country’s requirements
are imported. The foreign exchange cost of the
imported petroleum is in excess of US$10bn 
per year.

Exploration & Production
While India’s hydrocarbon resource base is
estimated at 29 billion tonnes of oil and oil
equivalent gas (215 billion barrels), about two-thirds
of its potential hydrocarbon producing areas
remains either poorly explored or totally unexplored.
Consequently, only 6.8 billion tonnes of reserves
have been proven through exploration.
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Crude oil production was 34 million tonnes in 
2005. Import of crude was 95.9 mn tonnes in the
corresponding period. A fire, 2005 in Bombay 
High (ONGC) is expected to affect production
significantly in 2006.

Though historically this sector was Government 
run, the Government is encouraging both domestic
and international private investors to invest in
exploration and production with the implementation
of a new exploration licensing policy (NELP) –
blocks are allotted by open acreage and the
company has the freedom to sell crude and 
natural gas to users directly However, no major
international oil company has yet participated in 
the bidding. Reliance, a local Indian company, is 
the only private sector player taking advantage of
this scheme.

State owned Oil and Natural Gas Corp (ONGC) and
Oil India Ltd. (OIL) are the major players in
exploration. ONGC controls over 85% of exploration
through its offshore and onshore rigs – Bombay
High, Cambay, Gujarat and Assam are the key
centres for this industry.

Refining
There are 18 refineries in the country with a total
capacity of 109.04 MMTPA. These are – Bharath
Petroleum Corporation Ltd. (BPCL), Bongaigon
Petrochemicals Ltd., and Chennai Petroleum Corpn.
Ltd., Gas Authority of India Ltd. (GAIL), Hindustan
Petroleum Corporation Ltd. (HPCL), IBP Co. Ltd., 
Indian Oil Corporation Ltd (IOC), Kochi Refineries
Ltd., Madras Refineries Ltd., Numaligarh Refinery 
and ONGC.

Refinery crude throughput was around 126 mn
tonnes in 2005. Consumption of petroleum
products was 111.7 mn tonnes. 
Some recent developments:
- Kuwait Petroleum Corporation (KPC), Saudi

Aramco and National Iranian Oil Company (NIOC)
are in talks with several Indian oil companies,
including Hindustan Petroleum Corporation Ltd
(HPCL) and Essar Oil, to set up joint-venture
refineries in the country. This is expected to result
in increased FDI inflows, increased petroleum
exports and increased supply security for India,
and for the three majors a chance to increase 
their customer base in this region and therefore
increase quota

- ONGC is planning to set up a US$ 930 mn
refinery in Barer in Rajasthan, the site of recent 
oil discoveries by Cairn Energy of UK.

- Indian firms are taking positions abroad to
improve the security of oil supplies for the country

Retail
Traditionally, IOCL, BPCL and HPCL were the key
players in petroleum product retailing – they are
integrated companies with both refining and
retailing capabilities. They have a large network of
retail outlets (petrol, diesel, LPG and CNG dispensing
stations) both company owned and franchised. Now
other companies like Shell, Reliance, Elf, ONGC, etc.
are in the process of setting up their retail networks
with innovative product and pricing strategies.

Future Trends
The consumption of petroleum products has been
increasing at a steady 3-4% each year. The supply/
demand imbalance in this sector could however
change with the adoption of cheaper & cleaner
alternate fuels like NG, LNG, CHG, PNG, etc. Supply
of NG even without any of the new pipelines
becoming productive, is likely to go up from 114
mscmpd to 195 mscmpd by 2009.

However, the biggest challenge to growth of the
gas industry is the lack of infrastructure to connect
supply sources with users. The physical infrastructure
requires a dramatic expansion, in both inter-country
and in-country connectively, to deliver gas to 
the consumer.

The country’s largest pipeline company, GAIL, is
increasing its gas pipeline almost five-fold. Other
companies like GSPC and Gujarat Gas are also
setting up pipelines. 

Market Opportunities
- Supply of Natural Gas, LNG
- Refinery equipment
- Pipelines – installation & monitoring
- Equipment specific to retail outlets

Power Industry
Total power generation in 2005 was 587,400 mn
KwH (primarily thermal), a 7.3% shortfall. Power
sector was opened up to private investment in
1991. However success rates have been low due to
lack of consensus on various issues such as fuel
supply agreements, power purchase price, escrow,
counter guarantees, transmission/distribution, etc.
The Electricity Act, 2003 has created a positive
environment through introduction of competition 
in generation, transmission and distribution. It has
given Independent Power Producers (IPPs) viable
options, instead of being solely dependent on 

DOING BUSINESS IN INDIA
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the cash-strapped State Electricity Boards (SEBs). 
The act has also opened up new business areas 
such as power trading, parallel distribution and
franchise arrangements. 

The state electricity boards have opted for 
unbundling the operations (Generation, Tr a n s m i s s i o n
and Distribution) and part privatisation of each 
area. Re-structuring and streamlining of transmission 
and distribution is expected to provide a fillip to the
generation sector as well.

Power Generation
Thermal plants are the primary source of power
followed by hydro. Generation at the national level 
is the responsibility of National Thermal Po w e r
Corporation ( N T P C ), National Hydro Po w e r
Corporation, NEEPCO and Nuclear Po w e r C o r p o r a t i o n
– each of them has multiple generation plants
located at different states. At the State level, it is 
the responsibility of the State Electricity Boards 
( S E B s ) and IPPs. 

The current installed capacity is around 135,000 MW
with 12% participation from private sector. Annual
capacity additions have been in the range of 2000
and 4500 MW. 

The long-term average demand growth rate is set 
at 6% but is expected to grow at a faster rate with
faster economic growth. Growing demand, conflated
with a high power deficit and a higher peak load
deficit (12,000 MW) warrants urgent action on the
power front. 

The targeted capacity increase in generation has been
revised to 39,920 MW for the Tenth Plan period and
60,986 MW for the Eleventh Plan (2007-12). The
government is now planning to tap power from
private Captive Power Plants (C P P ) and is incentivising
them to feed the grid. 

Tr a n s m i s s i o n
Transmission is the responsibility of the State-owned
Power Grid Corporation and the SEBs.

The transmission line length has grown at a brisk
pace, from 170,800 circuit km in 1990 to 265,760
circuit km in 2004. Over the years, the country has
also upgraded its voltage lines from 220 kV to 400
kV and higher. The Government plans an additional
60,000 Ckt km. 

A national grid connecting the five regional grids is
under construction – to be completed by 2009. 

The transmission sector at the central level 
requires investments worth Rs. 705 billion in 
the next 7 years for the national grid – to 
increase inter-regional capacity by 30,000 MW 
by 2012. 

Open access in transmission has been provided in
phases over five years in distribution by the state
regulators. Open access will facilitate trading and
better utilisation of generation capacity.

D i s t r i b u t i o n
Distribution is under the purview of SEBs and Rural
Electrification Corporations. The State Electricity
Boards historically have had issues of high
Transmission & Distribution ( T & D ) losses, theft of
p o w e r, recurring losses (>35% techno commercial
loss) and so on.

The Government has taken several initiatives to
accelerate the pace of distribution reforms like
launching the Accelerated Power Development and
Reform Program ( A P D R P ) which includes:
- Updating of old generating stations
- Up gradating of sub-transmission and distribution

networks including energy accounting and
metering in the distribution circle in a 
phased manner

- Financial assistance in the form of grants to 
the distribution utilities for renovation and
modernisation of sub-transmission & 
distribution network

All states have made these reforms the cornerstone of
their turnaround strategy. An overall amount of
US$160 million has been released so far, which is
only one fourth of the overall investment planned for
the tenth plan – 500 projects have been started in
this area. Andhra Pradesh, Rajasthan, Maharashtra
and Karnataka have been very active.

A key focus of the reforms has been to move towards
metering of power supplies at every point. 

Fu t u r e
The emergence of the State Electricity Regulatory
Commissions ( S E R C s ) has, “insulated” the working 
of the sector from the erratic decisions of the state
governments, albeit not completely. The Electricity 
Act also mandates a progressive reduction of 
cross subsidisation. The SERCs (21 currently) are
consciously working towards reducing cross-subsidies,
and providing better quality reliable power. 
This is making the sector viable and bringing 
renewed credibility.

The state electricity boards have opted for
unbundling and streamlining
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The focus on distribution reforms has led to:
- Reduction in the spiralling SEB losses  
- Restructuring of nine SEBs; another two

(Maharashtra and Gujarat) are on the verge 
of doing so

- Two states (Orissa & Delhi) have privatised
distribution. Gujarat and Andhra Pradesh 
are also permitting private parties 
into distribution

The lending regime has become more conducive –
longer loan terms and lower interest rates.
Lenders have become more flexible with regard 
to terms and covenants. They are no longer
clamouring for escrow and state government
guarantees. The new buzzword is cost. 

For equipment manufacturing companies (boiler,
turbine, transmission tower, meter, switchgear,
c a p a c i t o r, isolators etc.), the sector today presents
plenty of opportunity and an expected 30%
growth rate in 2005 vis-à-vis a negative growth
rate in the past.

S c o p e
The Indian power sector provides opportunities 
for Irish companies in the following key areas. 
• Power Generation 
- Power plant equipment and services (Thermal,

Hydro, Wind, Solar and others) 
- Direct investment in power generation projects
- Consulting and technical services in power

g e n e r a t i o n
- Power plant performance improvement 

measures and services

• Power Tr a n s m i s s i o n
Power transmission in India is still under
Government control and private/foreign
participation is not allowed. Inter regional
imbalances has forced the Government to
embark on an ambitious transmission program 
Opportunity exists in select areas:

- Power transmission equipment (Tr a n s f o r m e r s ,
Switchgear and Substation Equipment)

- Power transmission cables and conductors
- Consulting and technical services in 

power transmission

• Power Distribution
Power distribution in India has been opened up 
in selected sectors. Opportunities are in the
following areas:

- Electronic Meters offer the largest opportunity 
- Distribution Cables and Wi r e s

- Consulting and technical services in power
d i s t r i b u t i o n

- Specialty services & products such as Energy
Management Services ( E M S ), Demand
Management Services ( D M S ), Power audits and
other technical services
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5
Outsourcing Software

Services to India

Outsourcing IT services to India is very well
established since beginning over two decades ago.
The trend now is to look at global outsourcing
models as opposed to plain offshoring. Company
Chief Information Officers (CIOs) are now building
their strategies around outsourcing. 

They have a wide variety of choices in terms of:
- Country to source from
- Different offshoring models
- Quality vendors

Gartner predicted (in 2003) that global sourcing –
nearshore and offshore, of IT services will 
move into the mainstream purchasing pattern of
enterprise buyers (that is, the majority of enterprises
will seek out global sourcing). 

Outsourcing has now moved from IT services alone
to engineering design, semi-conductor research,
pharmaceutical R&D as well as contract
manufacturing, analytics, aviation design and 
India is well placed to compete for business in 
these services. 

Which Country to Source from?
The wisdom of India’s entry into the outsourcing
market at the emergent stage of the industry has
been affirmed and now the investments in people
and product provide the platform for Indian
companies to effectively leverage the offshoring

boom. Over the last two decades Indian Companies
have consolidated their position and their offerings
remain high-quality and yet cost-competitive
compared to other outsourcing nations. India is 
now universally accepted as the knowledge factory
of the world. 

SECTORAL OPPORTUNITIES FOR IRISH COMPANIES 22 . 23
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Some of the advantages of outsourcing 
from India: 
- Large number of companies with strong track

record (experience of working with Fortune 500
companies) – pioneers in this space

- S c a l a b i l i t y
- Quality certifications such as CMM.
- Complete process orientation to ensure quality

delivery efficiently
- Project management skills
- Low operating costs
- Excellent managerial talent and a large pool of

software engineers
- Friendly Government policies – tax exemptions,

technology parks
- Good telecom infrastructure

Future focus areas:
- Domain expertise
- Consulting – IT and business alignment
- End-to-End services
- Strategic alliances

Different Offshoring Models
Traditionally, the third party vendor route was the
most popular. Lately the captive centre route has
gained popularity, as firms get more familiar with 
the local terrain and business possibilities.

Captive Centre
This concept is gaining popularity, as companies
acquire or build global sourcing capability. India
continues to be the destination of choice. Some
examples of companies with captive centres are 
DELL, IBM, GE Cap, Accenture, etc.

Some build multi country presence. For example
Accenture has built offshore delivery centres in
Bangalore (India), Prague (Czech Republic), 
Manila (Philippines), etc.

The first advantage of the captive centre is tighter
management control. The disadvantages cited are;
lower flexibility, the need for vigilance in managing
capital and recurring costs and the demands 
on management. 

Joint Ve n t u r e s
Though not a popular route, it offers an additional
advantage of local expertise over the captive centre
and a lower investment risk. Mastercard/MASSON is
an example of this model. 

Build Operate Tr a n s f e r
This is favoured because it saves the trouble of setting

up operations. Subsequent transfer helps control
operations. Peoplesoft/Hexaware and AIG 
are examples.

In this case due diligence on the third party vendor
and on the risks associated with the transfer is
essential but it offers the twin advantages of lower
initial risk and better control, post transfer.

Offshore Dedicated Development Centre
This model reduces the investment burden on the
principal, because the offshore partner invests in
infrastructure. Thereafter the proposition weakens
since it is necessary to share IP to ensure efficiency
of operations. Some examples are DELL-
Spectramind, GE – Patni, Wipro, Satyam, etc.

Third Party Ve n d o r
This method provides the fastest time for
implementation and is the most cost effective 
and flexible. It provides access to special expertise
available with these companies. The financial 
risks are also lower, however the issues of
management control and the exposure to IPR 
loss impact negatively.  
Some advantages:
- Offer a growing spectrum of services. 
- Many companies, focusing on niche high 

end areas
- S c a l a b i l i t y
- Strong financials, best in class corporate

governance – stable companies
- Investing in multi country presence to leverage 

the global offshoring wave
- Development centres in various locations within

the country to tap local talent, leverage on
operational cost differences

- Access to talent
- Offer global careers
- Committed to employee growth and aspirations
- Committed to employee wealth enhancement

Choice of Third Party Service Provider
There is a host of software development
companies in India. Making the right choice is
critical to success. Consider some critical factors, 
such as; 
- Technical competence
- Service & support
- Understanding of client needs
- Past experience with vendor
- P r i c e
- Industry experience
- Vendor specialisation
- Client references
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OUTSOURCING SOFTWARE SERVICES TO INDIA 24 . 25

“Must do” activities before selecting a vendor:
- Due diligence, Financial, Commercial and Te c h n i c a l .
- Locations and infrastructure available
- Get a third party view – talk to referees
- Processes to protect IPR

After final short listing, a visit to the company’s
premises and to meet the professionals is 
critical. Before deciding, it is also useful to 
know the company's standing and image in 
the industry.

Most software companies in India have more 
than one development centre, to enable them 
to tap the local talent availability, leverage on
operational cost differences and separate their
business operations. Most large units have 
also invested heavily in training to scale up 
to global standards. 

Project Management
Like any software development project,
outsourcing to an Indian company will require
careful planning and competent project
management. Outlined below are some special
issues that should be addressed when dealing 
with an Indian partner.

Business-related Project Management Issues
- Ensure that commitment is at the organisational

level, not at the personal level
- Sort out roles and responsibilities before the

project commences
- Clearly lay out expectations specific to the project

and make sure the Indian partner understands
the context of the project and the objective
behind outsourcing

- Start with a pilot project – this provides a good
understanding of the issues involved

- Provide a six to twelve month visibility for the
partner to plan their resources and infrastructure.

- Specify entry and exit criteria. A minimum period
of one quarter is normal for exit

- Agree on the method of billing

Operational Project Management Issues
- Provide a single point of contact on each side.

Initial teething problems are difficult to
overcome if you have multiple contact points

- Implement regular status reporting and reviews
- Agree on issues such as cost, resources, number

of people required, skill sets and experience
r e q u i r e d

- Establish acceptance criteria and development
milestones for the project

- Discuss cultural and linguistic issues with 
the partner

C o s t s
Offshore rates per person vary between US$4,000 –
6,000 per month for developers. Hourly rates
depend on the type of work, number of developers,
length of association and so on. Typical offshore
hourly rates of better firms are US$20 – 40 per 
hour depending on the complexity.
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Appendices

Enterprise Ireland in India
Ms Shikha Mohanty
Manager, Trade Office
Embassy of Ireland
230 Jor Bagh
New Delhi, 110003
India
Tel +00-9111-2462-6714 / 2462-6741
Fax ++00-9111-2469-7053
E-mail ireland@ndf.vsnl.net.in

Enterprise Ireland Dublin
Gabriel McCarrick
India Desk
Merrion Hall
Strand Road
Sandymount
Dublin 4
Tel  +353-1-206-6260
Fax +353-1-206-6278
Email gabriel.mccarrick@enterpriseireland.com
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APPENDICES 26 . 27

Embassies
The Indian Embassy in Ireland 
6 Leeson Park
Dublin 6
Tel +353-1-497-0483/959
Fax +353-1-497-8074
Email eoidublin@indigo.ie
Web http://www.indianembassy.org/consular/visa_guide.htm.

Ministries
Secretariat for Industrial Assistance (SIA)
Department of Industrial Policy and Promotion
Ministry of Commerce & Industry
Udyog Bhavan, New Delhi-110 011 
Tel +91-11-2301-1983 
Fax +91-11-2301-1034
Email dipp_sia@ub.nic.in

Reserve Bank of India (RBI)
Foreign Investment Division,
Shaheed Bhagat Singh Road, 
Mumbai-400 001, INDIA
Tel + 91-22-2266-1603
Fax + 91-22-2266-5330
Web http://www:rbi.org.in

Registrar of Companies
Department of Company Affairs
Ministry of Finance
‘B’ Block, II Floor, Paryavaran Bhawan
C.G.O. Complex, New Delhi-110 003, INDIA
Tel +91-11-2436-2708
Web http://dca.nic.in

Associations
Confederation of Indian Industry (CII)
Director General 23,26, Institutional Area
Lodi Road
New Delhi 110 003
Tel +91-11-4629-994, 4626-164
Fax +91-11-4626-149, 4633-168
Web http://www.ciionline.org

Federation of Indian Chambers of Commerce Industry (FICCI)
Secretary General
Federation House
Tansen Marg
New Delhi 110 001
Tel +91-11-3319-251, 3315-442
Fax +91-11-3320-714, 3721-504
Web http://www.ficci.com
The Associated Chambers of Commerce and 
Industry of India (ASSOCHAM) Allahabad Building 
Parliament Street
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New Delhi –110001
Tel +91-11-3344-202
Fax +91-11-3342-193, 3734-917
Web http://www.assocham.org

Indian Industries Association
1-A, La-Place, Shahnajaf Road,
Lucknow-226001
Tel +270900 / 217948
Fax +0522-270901
Email info@indianindustries.org
Web http://www.indianindustries.org

All India Association of Industries (AIAI)
98, Mittal Chambers
Nariman Point 
Mumbai - 400 021
Tel +91-22-2341-2632 / 2341-2643 / 5645-305 / 5645-306
Fax +2341-5685 / 2345-1662
Web www.aiaionline.org

National Association of Software Services Companies (NASSCOM)
International Youth Center
Indian Merchants Chamber
Pt. Uma Shankar Dixit Marg
Chanakyapuri
New Delhi-110021
Tel +91-11-3015-416-19
Fax +91-11-3015-452
Web http://www.nasscom.org/

Manufacturers Association for Information Technology (MAIT)
4th Floor, Opp. Asian Games Village
New Delhi-110016
Tel +91-11-2685-5487 / 2686-6976
Fax +91-11-2685-1321
Web www.mait.com

Telecom Equipment Manufacturers Association of India
PHD House - 4th Floor, Opp. Asian Games Village
New Delhi-110016
Tel +91-11-2654-6423 
Fax +91-11-2685-9620 

All India Biotech Association
Vipps Centre
2 Local Shopping Centre
Masjit Moth
New Delhi 110 048
Tel +91-11-2648-1487
Fax +91-11-2646-9166
Web  www.aibaonline.com
All India Small Scale Pharmaceutical Manufacturers‘ Association
26, Bhargave Lane
Nityanand Marg 
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APPENDICES 28 . 29

Civil Lines 
Delhi 110 054
Tel +91-11-2942-2837
Fax +91-11-2252-4302

General Websites
www.thebestofindia.com
www.indiaimage.nic.in
www.economywathc.com
www.mapsofindia.com
www.indiatraveltimes.com
www.infobanc.com
www.indiacore.com
www.ibef.org
www.academics-india.com
www.myiris.com
www.indiatimes.com
www.indiastats.com
www.indiainfoline.com

Ministry Websites
Ministry of Civil Aviation
http://civilaviation.nic.in

Department of Commerce
http://commin.nic.in/doc

Secretariat of Industrial Assistance
http://indmin.nic.in

Department of Information Technology
http://mit.gov.in

Department of Telecom
http://www.dotindia.com

Ministry of Finance
http://finmin.nic.in

Consular Passport & Visa
http://passport.nic.in

Ministry of Petroleum & Natural Gas
http://petroleum.nic.in

Ministry of Power
http://powermin.nic.in

Reserve Bank of India
http://www.rbi.org.in

Department of Biotechnology
http://dbtindia.nic.in
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Enterprise Ireland

Glasnevin, Dublin 9 Tel (+353 1) 857 0000/ 808 2000  Fax (+353 1) 808 2020
Merrion Hall, Strand Road, Sandymount, Dublin 4 Tel (+353 1) 857 0000/ 206 6000  Fax (+353 1) 206 6400
Wilton Park House, Wilton Place, Dublin 2 Tel (+353 1) 857 0000/ 808 2000  Fax (+353 1) 808 2802

www.enterprise-ireland.com
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