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In spite of this uncertain global outlook, the Indian Information Technology- Business Process 

Outsourcing (IT-BPO) industry was able to achieve sustainable growth in the fiscal year 2008-09. 

The revenue aggregate of IT-BPO industry is expected to grow by over 12 per cent and reach US $ 

71.7 billion in 2008-09 as compared to US $ 64 billion in 2007-08. The Indian software and services 

exports including ITES-BPO exports is estimated at US $ 47 billion in2008- 09, as compared to US $ 

40.4 billion in 2007-08,an increase of 16.3 per cent. The IT services exports is estimated to be US $ 

26.9 billion in 2008- 09 as compared to US $ 23.1 billion in 2007-08, showing a growth of 16.5 per 

cent in 2008-09. ITES-BPO exports is estimated to grow from US $ 10.9 billion in 2007-08to US $ 

12.8 billion in 2008-09, a year-on-year (Y-o-Y)growth of over 17.4 per cent. 

The industry has enhanced India’s credibility as a business destination by creating a fundamentally 

new model of global 24X7 service delivery, forging relationships with 75 per cent of the Fortune 

500companies, generating immense savings for customers(savings from global sourcing for 

customers amounted to an estimated US $ 20 billion to US $ 25 billion in2008) and promoting a 

focus on quality (65 per cent of all Capability Maturity Model Level 5 firms are based in India). In 

addition, the industry has fostered the emergence of a large number of first generation entrepreneurs. 

Though the IT-BPO sector is export driven, the domestic market is also significant. The revenue from 

the domestic market (IT Services and TES-BPO) is also expected to grow to about US $ 12.5 billion 

in the year 2008-09 as compared to US $ 11.7 billion in2007-08 an anticipated growth of about 6.8 

per cent.BPO demand in the domestic market has witnessed noticeable growth over the past few 

years. The IT-ITeS industry’s contribution to the national GDP is estimated to increase from 5.5 per 

cent in 2007-08to 5.8 per cent in 2008-09. The global crisis is likely to result in a short term reduction 

in clients budgets (e.g. discretionary IT investments) and pricing pressures in certain segments, 

particularly in core verticals (e.g. banking, financial services and insurance) and geographies (e.g.the 

US, Western Europe). The threat of protectionism also looms large in the wake of increasing global 

unemployment. The industry is expected to achieve its aspired export target of US$ 60 billion by 

2010-11. 

The total IT Software and Services employment is expected to reach 2.23 million in 2008-09 

(excluding employment in Hardware sector), as against 2.01million in 2007-08, a growth of 10.9 per 

cent YoY. This represents a net addition of 226,000 professionals to the industry employee base in 
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2008-09. The indirect employment attributed to the sector is estimated to be about 8.0 million. The 

industry has also set a precedent for talent practices in India. It has created career opportunities for the 

youth, provided global exposure and offered extensive training and development. Furthermore, the 

industry has been a front runner in diversity at the workplace (over 30 per cent of employees are 

women; over 60 per cent of industry players employ differently abled people). 

Section 1: Outlook 

History : 

Over the years, the Indian IT industry has gradually moved up the value chain and has positioned 

itself as a global player in the IT industry worldwide. Its progress can be described in the following 

three phases. 

Phase I (1985-95)  

During this period, the IT industry was still at a nascent stage of development, and the industry size 

was not substantial either. The IT industry consisted of several start-up projects that offered 

application development and maintenance services to some of the Fortune 100 companies, with a 

peak contract-size of less than $5 million. The industry’s export services mainly involved the sending 

of technical manpower onsite. During this period, low cost service offerings were the main value 

proposition that the Indian industry offered to its customers. Most companies perceived themselves as 

small exporters to the US. 

Phase II (1995-00) 

This period was characterised by high industry growth rate, with the industry-size increasing to just 

under $1 billion. Companies offered services in the areas of e-business, ERP and Y2K to a large base 

of Fortune 500 companies. The top five companies increased their share, and the small and medium 

sized enterprises (SME) also witnessed high growth rates. The peak contract size reached $5 million 

dollars, and high-quality and improved productivity were value propositions that the industry offered 

customers. The perception of companies underwent a change from being just small exporters to being 

software service providers. 

Phase III (2001 onwards) 
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In 2008, the IT industry (excluding hardware) touched the $52.1 billion mark, with growth coming in 

mostly from the mid-size companies, and top five companies further expanding their presence. The 

peak contract value reached the $800 million mark. Currently, the clientele of Indian companies 

constitute the top 2,000 corporations of the world.  

Porters Five Force model Analysis: 

Rivalry among Firms: 

New Products: Google introducing its chrome OS against Microsoft. Microsoft fighting back 

with Bing Search Engine. 

Price Discounting: When mid-sized Indian consulting firms like TCS and Wipro introduced 

off-shoring by charging lower prices per consultant, big IT consulting houses like IBM and 

Accenture had to hire IT professionals in India and charge similar prices per consultant. Other 

big IT consulting firms like EDS who had not been aggressively hiring in India could not 

compete as effectively in terms of pricing, because they did not enjoy the labor arbitrage 

which firms having a large number of consultants in India enjoyed. 

Intensity of Rivalry: 

The top three players Infosys,TCS and Wipro are almost of the same size .The intensity of 

rivalry is hence very high. 

Price Based Rivalry: 

Homogenous service: As service provided by the top 3 is more or less homogenous there 

exists a price war while bidding for projects. 

Buyer Switching Cost: Clients face low switching cost in shifting a project from one company 

to the other. 

Bargaining powers of suppliers: 

IT has always been a cost center in a business. Once the Y2K hype was over and we entered 

the new millennium, it became clearer that the buyers of IT consulting services had the upper 



 

White Paper on Information Technology Sector 

09/12/2009 

 

T.A. Pai Management Institute Page 6 

 

hand, as opposed to the suppliers of these services. Consequently, the suppliers had to hire 

overseas, particularly in India, and succumbed to the off-shoring trend currently underway. 

Bargaining power of consumers: 

1. Lack of differentiation among service providers 

2. Cut throat Competition  

3. Low switching costs 

4. Buyer Concentration: 

BFSI contributes almost 42% towards the revenues of Indian IT firms.They 

easily play against the industry participants. 

 

Threat of substitutes: 

Many industries like Banking and Retail giants like Walmart have their own IT division. 

Many other industries are following the same.This is a threat to the Indian Service Providers. 

Barriers to entry: 

When the industry is emerging, like in Internet industry, companies like You Tube (which got 

acquired by Google for close to 1.6 billion dollars) can enter and establish themselves in less 

than two years. Hence, the barriers to entry are low. But, in case of IT service industry, the 

barriers are very high as there are several highly established companies like IBM, Accenture, 

TCS, Infosys etc. 

Behavior of the industry at critical times: 

IT and ITES sector is also experiencing the tremors of the global recession. The Indian IT 

software and services industry which has seen a Compounded Annual Growth Rate (CAGR) 

of around 30% over the last three or four years is now projected to grow at 20%. Indian IT 

sector’s derives approximately 61% revenues from the US based clients. The revenue 
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contribution from US clients to the top five Indian IT companies (who account for 46% of the 

IT industry’s revenues) is approximately 58%. Hence, the impact of the slowdown in the US 

is likely to have a deep impact on the prospects of the Indian IT sector. 

Moreover, about 41% of the IT industry revenues in India are estimated to be from financial 

services. Since this sector has been affected most severely in the current climate, the impact 

on Indian companies catering to this sector has been (and will continue to be)more acute. The 

margins are prone to be challenged on account of the slowing growth in the US and European 

Banking and Financial Services Industry (BFSI) sectors. 

Interestingly, the Indian IT / ITES sector has so far been resilient in spite of the global 

slowdown. Part of this is due to the segmentation in the Indian IT / ITES sector whereby some 

of the firms are the back office support service centers of large global multinationals while the 

other is the indigenous IT service companies of Indian origin. While the current slowdown has 

impacted the indigenous IT companies business in India, a part of this has been offset by a 

greater amount of business flowing to the captive units of foreign companies operating in 

India owing to the pricing and margin pressure in their local markets. 

New technologies and innovations: 

Cloud Computing: 

Details are abstracted from the users who no longer need knowledge of, expertise in, or 

control over the technology infrastructure "in the cloud" that supports them.  

IP V6: 

The most important feature of IPv6 is a much larger address space than that of IPv4: addresses 

in IPv6 are 128 bits long, compared to 32-bit addresses in IPv4. 

 Quantum Computing: 

Much faster computing, for certain kinds of problems, chemical modeling, new materials with 

programmed properties, theory of high-temperature superconductivity and superfluidity. 
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Solid-state drive: 

Less delicate, low mass (lighter laptop computers & portable electronics), faster, quieter, 

lower power consuming storage 

Artificial intelligence: 

Artificial neural networks are used for medical diagnosis (such as in Concept 

Processing technology in EMR software), functioning as machine differential diagnosis. 

Fuzzy logic controllers have been developed for automatic gearboxes in automobiles.  

Cyber Security and Cyber Forensics 

In the area of cyber security, C-DAC is working towards developing cyber forensics tools, 

adaptive intrusion detection system, end systems security solution, document security 

solution, and steganographic tools. 

 

 

Section 2: Financial Statistics 
 Total Revenues in billion $ 

2004-05 2005-06 2006-07 2007-08 2008-09 

 21.7 28.1 37.4 48 71.7 
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($ billion) 2003-04 2004-05 

2005-

06 

2006-

07 

2007-

08 

2008-

09E 

CAGR (5-

year) 

Indian IT industry 

total 21.7 28.2 37.4 47.9 64.1 71.7 27.00% 

Exports revenue 13.4 18.2 24.2 31.7 40.9 47.3 28.70% 

IT services 7.3 10 13.3 17.9 23.1 26.9 29.80% 

ITES-BPO 3.1 4.6 6.3 8.4 10.9 12.8 32.90% 

Software products and 

engineering services 2.5 3.1 4 4.9 6.4 7.3 23.90% 

Hardware 0.5 0.5 0.6 0.5 0.5 0.3 -9.70% 

Domestic revenue 8.3 10 13.2 16.2 23.2 24.3 24.00% 

IT services 3.1 3.5 4.5 5.5 7.9 8.3 21.80% 

ITES-BPO 0.3 0.6 0.9 1.1 1.6 1.9 45.30% 

Software products and 

engineering services 0.5 0.7 1.3 1.6 2.2 2.3 35.20% 

Hardware 4.4 5.2 6.5 8 11.5 11.8 21.80% 
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1.The Indian IT industry has been growing at a compound annual growth rate (CAGR) of 27 per cent 

for the last five years. 

2. Contribution of IT industry to India’s gross domestic product (GDP) has grown from 1.2 per cent 

in 1997-08 to an estimated 5.8 per cent in 2008-09. 

3. The total exports have been growing at a CAGR of 28.7 per cent over the last five years. 

4. During this period 2008-2008, direct and indirect employment was expected to reach 2.23 million 

and eight million, respectively 

6. Domestic market revenues were expected to touch US$ 24.3 billion in 2008-09. 

7. Domestic market revenues have been growing at a CAGR of 24 per cent for the last five years 

8. The Indian ITeS-BPO (domestic and exports) revenues are estimated at US$ 14.7 billion and the 

sector grew at a rate of 18.9 per cent in 2008-09 

9. The Indian IT services market grew by 23 per cent between 2005-06 and 2008-09 and the revenues 

are estimated at nearly US$ 8.3 billion in 2008-09. 

10. Indian technology sector witnessed M&A deals worth US$ 3.4 billion in 2008-09, an increase of       

17 per cent over 2007-08. 

 

Section 3: Industrial Statistics 
The number of employees in the domestic IT services market is expected to increase in line with the 

revenue growth at a CAGR of 15 per cent from 0.3 million in March 2009 to 0.6 million in March 

2014. 

The primary drivers of IT industry are: 

• Government – Increased usage of IT services for e-Governance projects, defence purposes and 

delivery of utility services to the masses 

• BFSI – Computerisation of branches and integration of systems to promote cross-selling. 

• Telecom – Existing players increasingly outsourcing non-core operations and entry of new operators 

• Manufacturing – Integrating ERP with shop-floor and implementing business intelligence tools 
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• Sectors like retail, education and healthcare increasing IT adoption as more players become 

organized. 

Section 4: Key domestic players: 
 

 Companies 

 Year 

ended 

 2004-

05 

 2005-

06 

 2006-

07 

 2007-

08 

 2008-

09 

TCS 31-Mar 97.7 132.6 186.9 226.2 278.1 

Infosys 31-Mar 71.3 95.2 138.9 166.9 216.9 

Wipro Ltd 31-Mar 81.6 106 150 199.8 257 

HCL Technologies 30-Jun 33.6 43.9 60.3 76.4  - 

Tech Mahindra 31-Mar 9.5 12.4 29.3 37.7 44.6 

 

Tata Consultancy Services: 

•Revenues of US$ 5.94 billion in 2008-09, recording a three per cent growth over revenues of US$ 

3.79 billion in 2007-08 

•Profitability (operating margin) for the year (2008-09) was at 25 per cent of revenues 

•Workforce of over 126,150 professionals by 2008-09, with growth of 17 per cent over 2007-08 

employee base of 107,698 

WIPRO: 

•Revenues of US$ 5.58 billion in 2008-09 recording a 12 per cent growth over revenues of US$ 4.96 

billion in 2007-08 

•Profitability (operating margins) for the year (2008-09) was at 18 per cent of revenues 

•Workforce of over 97,810 professionals by 2008-09, with growth of 19 per cent over 2007-08 

employee base of 82,122 
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Infosys: 

•Revenues of US$ 4.40 billion in 2008-09 recording a 13 per cent growth over revenues of US$ 3.88 

billion in 2007-08 

•Profitability (operating margin) for the year (2008-09) was at 34 per cent of revenues 

•Workforce of over 104,900 professionals by 2008-09, with growth of 15 per cent over 2007-08 

employee base of 91,187 

HCL: 

Revenues of 77555 million rupees in 2008-09 as compared to 65246 million rupees in 2007-08 

Operating margin was 22% of revenues. 

Workforce of over 54026 professionals by 2008-09 

Tech Mahindra: 

Revenues of 44647 million rupees in 2008-09 as compared to 37661 million rupees in 2007-08 

Operating margin was 29% of revenues. 

Workforce of over 24972 professionals by 2008-09 

 

Section 5: International Players 
 Google still makes the bulk of its revenue through advertising, but its non-advertisement 

revenues are growing at a spectacular rate, in particular its software revenues. Hence Google leads the 

fast growth list.  

Google's assets stood at $31.768 billion and it recorded a stupendous revenue growth of 455%. 

Google has announced launched a series of new products like Google Chrome browser, the upcoming 

Chrome OS and Google Wave and is expected to be the global IT leader in near future. 
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Microsoft Corporation is a leading player in the International IT scene with a host of software 

services. With its Windows operating system Microsoft rules the operating systems market. Other 

successful products include MS Office, MS Servers, MS developer tools, Business software, Games 

and X-box. Recently Microsoft launched its latest version of Windows OS, Windows 7.Its revenues 

stood at $58.437 billion in 2009 and total assets worth 77.888 billion 

Yahoo! Inc- Founded by Jerry Yang and David Flio Yahoo Inc. is an American public corporation 

headquartered in California that provides Internet services worldwide. The company is perhaps best 

known for its web portal, search engine (Yahoo! Search), Yahoo! Directory, Yahoo! Mail, Yahoo! 

News, advertising, online mapping (Yahoo! Maps), video sharing (Yahoo! Video), and social media 

websites and services. Its revenues stood at $7.208 million in 2008 with total assets worth $13.689 

billion. In recent times Yahoo resisted attempt of takeover by Microsoft. 

Apple Inc- Apple Inc was founded in 1976 in California by Steve Jobs and Steve Wozniak. 

Headquartered in California, Apple manufactures consumer electronics and computer software 

products. The company's best-known hardware products include Macintosh computers, the iPod, and 

the i-Phone. Apple software includes the Mac OS X operating system, the iTunes media browser, the 

i-Life suite of multimedia and creativity software, the iWork suite of productivity software, Final Cut 

Studio, a suite of professional audio and film-industry software products, and Logic Studio, a suite of 

audio tools. It has assets worth $39.78 billion and employees around 35000 personnel worldwide. 

Intel Corporation – Founded by Gordon Moore and Robert Noyce Intel is the leading producer of 

semiconductor chips. Its Pentium brand of microprocessors are widely used across the PCs around the 

world and it enjoys a big share in the PC microprocessor market. Intel was an early developer of 

SRAM and DRAM memory chips. Its other products include Flash memory, Motherboard chipsets, 

Network Interface Cards and Bluetooth Chipsets. In 2008 it earned revenue of $37.58 million and its 

total assets stood at $50.715 billion and employees over 83000 people worldwide 

 

Section 6: Regulations and Policies 
The major regulations for the IT sector in India has been laid out in the IT Act 2000.The act provides 

legal recognition for transactions carried out by means of electronic data interchange and other means 
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of electronic communication, commonly referred to as "electronic commerce", which involve the use 

of alternatives to paper-based methods of communication and storage of information, to facilitate 

electronic filing of documents with the Government agencies. The Act clearly defines what 

information, electronic records, digital signatures etc are and their requirements. The Act requires 

authentication of electronic records by digital signatures employing asymmetric crypto system and 

hash function which envelop and transform the initial electronic record into another electronic record. 

The Act gives legal recognition to electronic records and digital signatures and lays down provisions 

for retention of electronic records. The act lays down the provisions for security procedures and the 

appointment of various officials and states their functions. Provisions are also laid down for 

recognition of foreign certifying authorities and license to issue Digital Signature Certificates. It also 

lays down the provisions for issue and revocation of digital signature certificates. Also penalties have 

been laid down for various cybercrimes and court procedures to implement justice has been described 

in detail 

  

Section 7: Market segments and Strategies 
 The Market can be divided into the following segments: 

 1. IT services 

 2. Engineering Services,S/W products and R&D  

3. BPO  

4. Hardware 

From the graph given below it can be noticed that growth of IT services is much more 

compared to other market segments. To sustain this growth the strategy should be 

a. Expansion into varied verticals 

b. Well differentiated service offerings 

c. Increasing geographic penetration  

d. Expanding to tier 2 and tier 3 cities 
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Marketing strategies for product software: 

Marketing strategies assist software firms to determine the type of market analysis that is needed for 

decision-making. Two general strategies that are well known in the marketing discipline are: 

• marketing mix; and 

• relationship marketing. 

 

"Marketing mix" is the typical strategy for traditional mass marketers of product software in 

competitive markets. Structured market research, and agility in reacting to sales, are characteristic of 

their product development process.  

"Relationship marketing", (closely associated to CRM), is used by product software companies who 

focus on long-term customer relationships.  

Broethers and van't Kruis explain two other strategies that are important to the growth of software 

firms: 

• a service-based strategy; and 

• a different marketing channels strategy. 
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Information about customer preferences, observations of customer reactions, and knowledge of past 

mistakes are important for the "service-based strategy". "Different marketing channels strategy" tries 

to discover non-traditional marketing channels to help increase distribution of software products to 

other target markets that take advantage of positional differences. "Alliance-based strategies", on the 

other hand, are helpful at providing knowledge exchanges, opening previously inaccessible markets 

(such as export markets), and an overall larger market access. 

 

B2B Internet marketing strategies: 

1. Education. When new visitors arrive to the company’s web site, they are most likely looking 

for valuable, informative content that answers theirs questions and alleviates concerns. The 

company should provide them the required information to establish a connection. 

2. Establish Communication. The goal at this stage is to educate and/or entertain the 

customers, while inviting them to participate in a dialogue with the company by providing 

opportunities to make contact, leave comments or otherwise contribute to company’s web site 

community. 

3. Stay in Touch. Regular eNewsletters and/or e-mail training series (eCourses) are great ways 

to provide value and stay in front of potential customers.  

4. Collect Feedback. In order to measure the overall success of the company’s internet 

marketing strategies, they will need to collect feedback from their visitors. This feedback is 

invaluable in terms of helping them improve on their product or service. 

 

Section 8: Other Information 

Opportunities:  

• Engineering services outsourcing 

• Knowledge Process Outsourcing –growth driver for ITeSsector 

• Legal process and Intellectual Property (IP) research outsourcing 
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