


same year, 69.3 million new handsets were sold to Indian consumers, making India
the second biggest market after China.7 To put this in perspective, this is roughly
equivalent to every fifth adult or child living in the United States buying a new
cell phone every year.

1.2. Collaboration in Infrastructure Development

Whenever the Indian economy is discussed in any forum, very soon the focus
turns to the fact that India lacks standards for the infrastructure of basic ameni-
ties such as power, water, and transportation. For decades, the Indian government
and politicians have talked about improving these, but very little was seen in
terms of actual action. Today, there is a sense of urgency among business and
political leaders about the improvement of India’s infrastructure. My conversa-
tion with Mr. Chandrababu Naidu,a former Chief Minister of Andhra Pradesh,
clearly indicated that the government, as much as the private sector, realizes that
infrastructure improvement is one of the keys to economic development in India.
Such a focus has led to some outstanding achievements on this front in the last
few years.

The Golden Quadrilateral project,b valued at USD12 billion, connects India
through more than 3000 miles of expressways running from Delhi (in the north) to
Kolkata (in the east) to Chennai and Bangalore (in the south) to Mumbai (in the
west) and back to Delhi. This initiative was started by the Bhartiya Janata Party dur-
ing its tenure and was continued by the Congress and Alliance parties after they
took office in 2005, and it is now almost complete. On a recent visit to India, I was
astonished by the speed and relative ease with which one could travel from Chennai
to Bangalore by road, which 25 years ago could only have occurred in a dream. The
Delhi Metrorail, which was started in 2002 with just 8.5 kmc of track, has been a
tremendous success over the last five years. Phase I of the project, with 65 km of
track, was completed on time in 2005, and Phase II of the project, which is currently
underway, is expected to have 121 km of its route completed by 2010. On a busy
day, the Delhi Metrorail has the capacity to carry 650,000 passengers, and it is
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a Mr. Naidu, who is the leader of the Telugu Desam Party, is often credited with making
Hyderabad, a city in southern India, one of the most sought-after locations for multina-
tional operations. He is considered a revolutionary leader who believes that change at all
levels in the government is needed to take India to the next level of development. He is
also credited with bringing several high-tech firms such as Microsoft and world-class insti-
tutions such as the Indian School of Business to the city of Hyderabad.
b The Golden Quadrilateral project and other transportation logistics issues are discussed
in greater detail in Chapter 5 of this volume.
c 1 km = 0.62 miles.
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expected to expand to a capacity of 2.6 million passengers by 2010. Following up
on Delhi’s success, several other major cities in India are planning to build metro-
rails as well. Last year, I had the opportunity to visit the greenfield international air-
port being built at Hyderabad (Fig. 1.3). The airport was expected to have an initial
capacity to handle 12 million passengers per year, subsequently expanding to about
40 million passengers per year. This international airport, with several state-of-the-
art features, was completed on time in March 2008, something unique worldwide
as far as infrastructure projects are concerned. It is a public–private partnership
between the GMR group, the Malaysian Airport Holdings Berhard, the state gov-
ernment of Andhra Pradesh, and the Airport Authority of India. This public–private
collaborative model is being replicated at other airport projects across the country.d

1.3. Going Beyond Software and Information Technology

There have been a number of books that highlight India as a prime offshore
destination1,2 — a place where firms can outsource most of their difficult or routine
tasks, such as software maintenance and technical helpdesk services. Bangalore
is considered the Silicon Valley of India, where most of the multinationals in the
high-tech industry as well as some of the largest Indian software firms such as
Infosys, Wipro, Tata Consultancy, and Hindustan Computers Limited (HCL)
are located. Clearly, this is an area in which Indian firms have gained a lot of
ground over the last 15 years. For example, a recent advertisement by the
Government of India indicated that 50% of the Fortune 500 firms have out-
sourced their information technology operations to India.

Although for a novice, India is mostly about outsourcing technology-related
activities, there are other significant things happening today in other industries as
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Fig. 1.3. Rajiv Gandhi International Airport in Hyderabad.

d See Chapter 6 of this volume for an in-depth look at historical, current, and future trends
in India’s aviation industry and aviation logistics.
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well. The big successes in the software and BPO sectors at the international level
have imbued business leaders and managers in other industries with the confi-
dence that they too can excel on the world stage. Some firms such as Reliance
Industries are already world leaders. Reliance is the world’s largest producer of
polyester fiber and yarn, one of the top 10 producers of chemical components
such as paraxylene, polypropylene, and purified terepthalic acid. Several other
Indian manufacturing firms, in their aspiration to become worldwide leaders in
their industries, are taking the acquisition route. In March 2008, Tata Motors
signed a deal to acquire the Jaguar and Land Rover brands from Ford Motors. In
2007, Tata Steel acquired Corrus, making it the fifth-largest steel producer in the
world, while Aditya Birla Group’s Hindalco acquired Novelis, which made it the
world’s largest aluminum rolling company. The previous year, Mittal Steels
acquired Arcelor to become the biggest worldwide producer of steel. Ranbaxy,
India’s largest pharmaceutical company, acquired Ethimed in Belgium, Terapia in
Romania, and the unbranded generic business of Allen SpA of Glaxo Smith Kline
in Italy. Recently, Bharti Airtel and Reliance Communications, India’s two largest
wireless provider have shown interest in acquiring a stake in MTN wireless in
South Africa. More recently, Sterlite Industries announced that it plans to acquire
the copper mining assets of Arasco in the United States for USD2.8 billion. It is
no surprise that when the Boston Consulting Group (BCG) published the recent
list of top 100 emerging multinationals from the rapidly developing economies
of Argentina, Brazil, Chile, China, Egypt, Hungary, India, Indonesia, Malaysia,
Mexico, Poland, Russia, Thailand, and Turkey, India — with 20 companies on the
list — was second only to China. These firms are creating exciting new innovations
for the world.

One of these innovations is the Nano car, introduced by the Tata Motors
earlier this year. The four-door Nano is a little over 10-feet long and nearly
5-feet wide. It is powered by a 623cc two-cylinder engine at the back of the car.
With 33 horsepower, the Nano is capable of traveling up to 65 miles an hour.
Its four small wheels are at the absolute corners of the car to improve handling,
and it has a small trunk, just big enough for a duffel bag. The Nano will go on
sale in India later this year for USD2500, with an initial annual production run
of 250,000. When plans for this car were unveiled a few years ago, almost no
one in the industry could believe that it could be manufactured at this price.
Tata says that it will offer the Nano in other emerging markets in Latin
America, Southeast Asia and Africa within four years.5 This is just the tip of the
iceberg as far as Indian manufacturing is concerned. Many of the firms on the
Boston Consulting Group list will go on to challenge existing multinational
firms, but there are many other outstanding firms in India that are not yet on
that list, and they are equally hungry to join the world stage in their industries.
In the upcoming years, we are likely to witness a change in which India will
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come to be known for something much more than just being a great location for
offshoring tech services.

1.4. Young, Educated, and Motivated Workforce

India is the second-largest country in the world in terms of population and is
expected to overtake China sometime in the first half of this century. It is inter-
esting that more than half of the population is under 25 years of age. In compar-
ison, that same percentage is about 40% for China, 30% for the United States, and
25% for Germany. It is true that many in the Indian population are very poor by
international standards, but roughly one-third of India’s population is in the lower
middle class or above. This translates into 350 million people that are eager for
success, about 175 million of whom are less than 25-years old. These young men
and women have witnessed the growth of multibillion dollar companies such as
Infosys and Reliance, both of which were started with personal finances and
loans by motivated, bright, and hard-working individuals from the middle class
who sought the right opportunities at the right time. They have also heard great
success stories about their uncles, aunts, and distant relatives who emigrated from
India and now are a part of a vibrant and successful Indian community in differ-
ent parts of the world, including the Middle East, Malaysia, Singapore, the
Caribbean, Kenya, the United Kingdom, the United States, Europe, and Australia.
Most of the people who have left India since the 1960s have been the highly edu-
cated (from the upper middle class) or highly skilled (from the middle and lower
middle classes). The current lower and middle classes believe that they can repli-
cate the success of their relatives and friends who are working in other countries.
This “can do” attitude is extremely powerful, especially since India’s strength lies
to a great extent in its human resources. If a large proportion of the people are
energized by a strong positive attitude, then they will be instrumental in changing
the whole society — as was witnessed in countries such as the United States in
previous centuries. 

1.5. Politics and Development Get Decoupled

For several decades after India gained its independence in 1947, political parties
in India’s democracy were notorious for stalling or scrapping development proj-
ects started by the parties of their predecessors (particularly when they were from
the opposition). This led to serious problems with development, since one step
forward would be followed by two and sometimes three steps backward.
Democracy became a curse for India’s development plans. However, starting in
the early 1990s and even more so recently, I have seen a shift in the way that
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can help provide low-cost, high-quality healthcare to people living in the more
remote areas of the country. They cite the example of Aravind Eye Care System,
which consists of five eye hospitals owned and operated by Aravind as well as
two Aravind-managed hospitals. Together, these facilities provide healthcare for
over 1.7 million patients and perform over 250,000 surgeries annually. The
authors highlight the importance of technology-based innovations that may
indeed become an important catalyst in bringing basic health amenities to India’s
rural poor. 

The challenges faced by the Indian economy are many. In Chapter 8, Dr. Sridhar
Balasubramanian, a chaired associate professor at the Kenan-Flagler Business
School, University of North Carolina at Chapel Hill, along with his co-author Dr.
Prabhudev Konana, discuss what precautions and approaches a multinational
should take to successfully leverage the opportunities that the Indian economy
presents. While the success stories have been many, there have also been many
failures, and those firms hoping to take advantage of India’s growing product and
service markets need to be aware of the pitfalls to be avoided, in both the plan-
ning and the implementation stages.

Following this, in Chapter 9, I highlight some of the critical hurdles the
Indian economy will need to overcome to claim its spot as a true economic super-
power. The biggest challenge, in my opinion, is that of creating mechanisms of
inclusive growth. While the middle and upper middle classes in urban areas have
flourished over the last 15–20 years, the rural and lower economic classes have
been left behind. It is crucial for the Indian government to find mechanisms to
include all of India’s citizens in the tremendous opportunities for present and
future economic growth. This will enable India to continue on its promising route
towards an open economy backed by a democratic form of governance. In
Chapter 10, I provide an overview of the opportunities that lie ahead in terms of
growth and investments in India, as well as thoughts on the reasons that the sea
change that we are witnessing will continue and create a storm of outstanding
future economic opportunity for the Indian economy and the rest of the world.
Finally, in Chapter 11, I provide a brief analysis of the impact of the recent global
financial crisis. Sail on!
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