Performance of Indian Electronics and IT Industry During Ninth Plan

Introduction

In recent times, ‘software development and IT enabled services’ have emerged as a niche opportunity for India in the global context. The Government is taking all necessary steps to make India, a Global Information Technology Superpower and a front-runner in the age of Information Revolution. The Government has announced promotion of Information Technology as one of the five top priorities of the country and constituted a National Task Force on Information Technology and Software Development. 

The Government set-up a new Ministry of Information Technology in October 1999. The Ministry would be the nodal agency for facilitating all the initiatives in the IT sector. The erstwhile Department of Electronics was amalgamated in the new Ministry.

Government policy is to encourage software development in the country by creating the necessary environment and appropriate infrastructure. Various measures are being taken from time to time in this regard so that there is stimulation to creation of wealth and economic growth leading to better employment opportunities within the country. The Government has also recommended that each Ministry must allocate 2-3 per cent of its Budget on IT promotion. This is a step for development of domestic software industry and move towards Electronic Governance. It would result in delivering better services to the citizen by improving citizen-Government interface and larger transparency in decesion-making.

The software industry has emerged as one of the fastest growing sectors in the economy with a CAGR exceeding 50% over the last decade and with a turnover of US$ 8.3 billion and exports of US$ 6.2 billion during 2000-01. The Government has targeted an export of US $ 50 billion by the year 2008 for the Indian software industry. 
The consistent growth in export of software can be largely attributed to the comparative cost advantage  to the developed world in outsourcing from India. Indian software companies have a unique distinction of providing efficient software solutions with cost and quality as an advantage by using state-of-the-art technologies. 

The Indian software professionals have already created their brand image in the global market. Today, more than 260 of the Fortune 1000 companies, i.e. almost one out of every four global giants, outsource their software requirements to India. This clearly establishes that more and more global companies are outsourcing their software requirements to India and are gaining competitive advantage. 

The Indian software industry has not only been growing exponentially but has been moving up the value chain as well. The industry has evolved from manpower provider to software development to integration and IT business consulting. The Indian software industry is required to move faster on the value chain ladder and get more involved in strategic consulting, brand management, Research & Development and providing more web based and e-commerce kind of interactive services to the customers. For playing a larger role in domestic sector.

Production

The Indian electronics & IT industry is the fastest growing sector of Indian industry. It has recorded a production of Rs. 68,450 crores during the year 2000-01, and is likely to achieve a production of Rs. 86,900 crores during 2001-02. The production and growth trends during Seventh, Eight and Ninth Plan are given in Table 1.

The software industry, which was worth only Rs. 645 crores in 1991-92 and accounted for only 9% of total electronics & IT production, has recorded a production turnover of Rs. 37,750 crores in 2000-01 and has surpassed electronics hardware production.

Table 1

Production Performance of Electronics Industry and IT during Seventh, Eighth and Ninth Plan

	
	Year


	Production

Rs. Crores
	Growth ( % )

	
	
	
	Annual
	Cumulative

	Seventh Plan
	1985-86

1986-87

1987-88

1988-89

1989-90
	2880

3855

5285

7030

9010
	38.4

33.9

37.1

31.0

28.2
	34

	Annual Plans
	1990-91

1991-92
	9540

10950
	5.9

14.8
	

	Eighth Plan
	1992-93

1993-94

1994-95

1995-96

1996-97
	13200

15785

18830

22340

26640
	20.5

19.6

19.3

18.6

19.2
	20

	Ninth Plan
	1997-98

1998-99

 1999-2000

2000-01

2001-02
	32070

41140

52450

68450

86900
	20.4

28.3

27.5

30.5

27.0
	27


Hardware Production

Today, all the renowned global brands have either established production facilities in the country or are present in the market through technical/financial collaborations, thus giving consumer a wider choice in terms of product features, technology quality and competitive prices. 
The overall targets for the terminal year of the Ninth Plan were based on achieving 2% of the expected world production. The growth rate of the manufacturing sector from 1999-2000 to 2000-01 has been about 9 %. 

The actual performance of the manufacturing sector during the Ninth Plan has been well below the targets. Computers and Communication & Broadcasting sectors have witnessed negative growths in some years. Industrial Electronics, Strategic Electronics, and Components sectors, while performing below the targets, have been showing steady but low rates of growth. The consumer electronics sector has shown better than targeted performance during the first three years but is showing signs of stagnation. It has registered a production level of Rs. 11,550 crores during 2000-01, and is likely to be Rs. 13,000 crores during 2001-02. The color TV production has stagnated at 5.7 - 6 million during the last 3 years of the Plan, while B/W TV production is on decline. 

The sale of personal computers has continued to increase substantially, estimated to be over 1.6 million in numbers. However, the production in computer, instrumentation and communication sector is not matching growth in demand. Prices of colour TV, computers and other products have also come down in consonance with the worldwide trend. The strategic electronics sector has shown a cumulative growth of about 8 per cent during Ninth Plan.

While electronics hardware sector recorded a CAGR of about 25% during Sixth Plan, and 34% in Seventh Plan, it is not able to sustain this growth pattern during the last decade. It has achieved a CAGR of 15% during Eight Plan which further declined to 11% in the Ninth Plan (Table 1A).

Table 1A

Production Performance of Electronics Hardware Industry during Eighth and Ninth Plan

	
	Year


	Production

Rs. Crores
	Growth ( % )

	
	
	
	Annual
	Cumulative

	Eighth Plan
	1992-93

1993-94

1994-95

1995-96

1996-97
	12035

14070

16225

18100

20340
	18

17

15

12

12
	15

	Ninth Plan
	1997-98

1998-99

 1999-2000

2000-01

2001-02
	22100

25250

28100

30700

34400
	9

14

11

9

12
	11
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During the Ninth Plan, computer software industry is likely to witness a cumulative growth of over 52% and hardware industry 11%. While Software is doing well in the country, there is a problem in hardware production. It may be attributed to :

· Distorted Tariff Structure

· Poor Infrastructure

· High Cost of Finance
· Industrial, Fiscal and EXIM policy, Labour laws and Inspector Raj

· East imports and low import duty

· Low volumes of production

· Low technology level/upgradation of technology and high rate of obsolescence 

· Inadequate investments in R&D

Very low investment is taking place in Hardware Industry and foreign investment is going to Taiwan, China, Brazil, Malaysia, etc.

No action has been taken to provide for a conducive manufacturing environment for Electronics and IT hardware companies which is at par with the competing nations. The Action Plan II Report of National Task Force on IT and Software Development has not been implemented including the much awaited SBIT scheme. 

Computer Software

In export as well as domestic sector, computer software remains a thrust area and the fastest growing sector. Software export has jumped to Rs. 28,350 crores during 2000-01, and is likely to be Rs. 40,000 crores during 2001-02, as compared to Rs. 3,700 crores during 1996-97, a cumulative growth rate of over 61% during Ninth Plan. Domestic Software Industry is likely to go up to Rs. 15,200 crores during 2001-02 from Rs. 2,600 crores during 1996-97. 
Table 1B

Production Performance of Software Industry during, Eighth and Ninth Plan

	
	Year


	Production

Rs. Crores
	Growth ( % )

	
	
	
	Annual
	Cumulative

	Eighth Plan
	1992-93

1993-94

1994-95

1995-96

1996-97
	1165

1715

2605

4240

6300
	56

47

52

63

49
	54

	Ninth Plan
	1997-98

1998-99

 1999-2000

2000-01

2001-02
	9970

15890

24350

37750

52500
	58

59

53

55

39
	53


Emerging sectors in the IT software and service industry
The Indian software industry has not only been growing exponentially but has been moving up the value chain as well. The industry has evolved from staffing to software development to integration and IT business consulting. India's success in the software arena can largely be attributed to the industry's knowledge and expertise of cutting edge technologies. Indian software companies have constantly striven to stay abreast of global technology trends by embracing technologies that are gaining pre-eminence globally. The Indian IT Enabled Services sector has emerged as a key driver of growth for the Indian IT Industry. The IT Enabled industry currently employs 70,000 people and accounts for 10.6% of the total IT software and services industry revenues.

Quality 

 
The Indian software industry continued to get international recognition for its quality in software development. A large number of Indian software companies have acquired international quality certification. Out of top 400 companies, more than 250 have already acquired ISO 9000 certification. More importantly, 27 Indian companies have acquired SEI CMM (Software Engineering Institute Capability Maturity Model) Level 5 certification (the highest quality standard for software practices). Majority of the multi-national companies operating in the area of Information Technology have either Software Development Centre or Research Development Centre in India.
Research & Development (R&D) spending in the software industry in India increased from 2.5% of total spending in 1997-98 to over 4% during 2000-01. It is expected that in the years ahead, spending on R&D would increase to 10% of the total spending.

Software Export Destinations 

Out of the total software exports of Rs 28,350 crores during 2000-01, almost 62% was to North America (USA and Canada); 24% to Europe; 4% to Japan; and 10% to Rest of the World. With the backdrop of slowdown in the US economy, Indian companies are actively expanding into newer markets, increasing their presence in Europe and setting up alliances in Asia. However, contrary to popular belief, in the last few months, many US companies have shown increased interest in the Indian software industry. Also, companies in Europe and Japan are increasing their outsourcing to India. 
Offshore Software Development 

The off-shore services strengthened its dominance in the software exports sector. The offshore services increased to about 44% of total exports in 2000-01 (compared to 10% in 1996-97), whereas on-site services contributed to about 56% of export revenues. This was possible due to high speed (64 Kbps, 2 Mpbs) data communication links provided to the industry by STPI and VSNL. As of 31 March 2001, there are more than 1400 leased lines from Indian software companies providing 64 Kbps and higher speed data communication links for offshore software development. 

Domestic Market 

Although the domestic software market has been registering a healthy growth rate, but has still not been able to catch up with the revenues of the software export markets. In fact, in the year 2000-01, the domestic software market was unable to meet the growth targets and registered revenues of Rs. 9,410 crores over its performance of Rs. 7,200 crores in 1999-2000. 
In the year 2000-01 the domestic software market grew at rate of 31 percent as opposed to 45% in the year 1999-2000. However, the proliferation of internet, e-business, WAP enabled technologies and growth in the SOHO market will result in higher growth rates in the domestic market in the years ahead. 
An important highlight of the year was the focus towards e-governance by state governments in India. The government is working in close association with various state governments to proliferate the software and IT Enabled services industry in their respective states. 


A break-up of growth rates achieved by different sectors during Eighth and Ninth Plan is given in Table 2.

Table 2

Cumulative Growth Rates Achieved by different Sectors during Eighth and Ninth Plan

	Sectors
	VIII Plan ( 1992-97)

Cumulative Growth

Rate ( % ) Achieved
	IX Plan ( 1997-2002) Cumulative Growth Rate ( % )

	
	
	Targetted
	Anticipated

	Electronics Hardware

1.
Consumer Electronics

2.
Industrial Electronics

3.
Computer Systems

4.
Communication and

Broadcast Equipment

5.
Strategic Electronics

6.
Components
	15.6

15.5

21.5

7.1

22.8

13.6
	21.2

20

46

48

13

33
	15.0

7.8

7.8

10.8

7.9

10.2

	Sub Total
	14.8
	32
	11.1

	Software

1. Software for Exports

2. Domestic Software


	54

22


	58

50
	61

37

	Total Electronics & IT
	19.5
	39
	27


Table 3

Comparison of Ninth Plan Targets and Actual/Anticipated Achievements

( Rs. Crores )

	Year
	IX Plan Target
	Actual Production

	
	Value
	Growth (%)
	Value
	Growth (%)

	1996-97
	--Base Year--
	
	26,640
	19,2

	1997-98
	39,900
	50
	32,070
	20.4

	1998-99
	53,300
	34
	41,140
	28.3

	1999-2000
	72,100
	35
	52,450
	27.5

	2000-01
	99,150
	38
	68,450
	30.5

	2001-02
	138,350
	40
	86,900
	27.0

	Cum. Growth
	
	39
	
	27


Table 4

Sectorwise Plan Targets and likely Achievements for 2001-02

( Rs. Crores )
	Sectors
	Plan Targets
	Likely

Achievements
	%

Fulfillment

	Electronics Hardware

1. Consumer Electronics

2. Industrial Electronics

3. Computer Systems

4. Communication and

Broadcast Equipment

5. Strategic Electronics

6. Components
	17,000

7700

17,850

21,650

2,250

15,600


	13,000

4,500

4,000

5,000

1,900

6,000
	76

58

22

23

84

38

	Sub Total
	82,050
	34,400
	42

	Software

1. Software for Exports

2. Domestic Software


	36,500

19,800
	40,000

12,500
	110

63

	Total
	1,38,350
	86,900
	63


Table 5

Production of Electronics and IT during the Ninth Five Year Plan

( Rs. Crores )

	Sectors
	BaseYear

1996-97
	IX Plan (1997-2002 )

	
	
	1997-98
	1998-99
	1999-2000
	2000-01
	2001-02

	Electronics Hardware

1. Consumer Electronics

2. Industrial Electronics

3. Computer Systems

4. Communication and

Broadcast Equipment

5. Strategic Electronics

6. Components
	6500

3100

2740

3000

1300

3700
	7600

3150

2800

3250

900

4400


	9200

3300

2300

4400

1300

4750
	11,200

3750

2500

4000

1450

5200
	11,550

4000

3400

4500

1750

5500
	13,000

4500

4000

5000

1900

6000

	Sub Total
	20,340
	22,100
	25,250
	28,100
	30,700
	34,400

	Software

1. Software for Exports

2. Domestic Software


	3700

2600
	6500

3470
	10,940

4950
	17,150

7200
	28,350

9400
	40,000

12,500

	Software Sub Total
	6,300
	9,470
	15,890
	24,350
	37,750
	52,500

	Total
	26,640
	32,070
	41,140
	52,450
	68,450
	86,900


Electronics Exports

A fairly good measure of success has been achieved on export front. Electronics hardware and computer software exports jumped to Rs. 33,138 crores in 2000-01 from Rs. 6287 crores during the year 1996-97 and is likely to be Rs.48,500 crores during 2001-02, achieving a cumulative growth of over 50% during the Ninth plan period. The computer software and services exports are among the fastest growing exports in the Indian economy. Even globally, India is recognized as a major software player. Indian software exports are estimated to rise from Rs. 3,700 crores during 1996-97 to Rs. 40,000 crores during 2001-02, implying a cumulative growth of 61 per cent (see Table 6 & 7).
Table 6

Export Performance of Electronics and IT Industry

( Rs. Crores )

	Plan
	Year
	Electronics & IT Export
	Growth ( % )

	
	
	
	Annual
	Cumulative

	Eighth Plan
	1992-93

1993-94

1994-95

1995-96

1996-97
	1454

2128

3032

4585

6287


	28..3

46.4

42.5

51.2

37.1
	41

	Ninth Plan
	1997-98

1998-99

1999-2000

2000-01

2001-02
	9500

12,740

18,550

33,138

48,500
	51.1

34.1

45.6

78.6

46.3
	50


Table 7

Yearwise Exports for Electronics and IT Industry during Ninth Plan

( Rs. Crores )
	        
	Base Year

1996-97
	1997-98
	1998-99
	1999-2000
	2000-01
	2001-02
	% Cumu. Growth

	1.  Electronics Hardware
	2587
	3,000
	1,800
	1,400
	4,788
	8,500
	27

	 2. Computer Software
	3700
	6,500
	10,940
	17,150
	28,350
	40,000
	61

	Total
	6287
	9,500
	12,740
	18,550
	33,138
	48,500
	50


Major New Initiatives taken during Ninth Plan
Media Lab Asia
The Ministry signed an Agreement with Massechussets Institute of Technology, USA on 24th June, 2001 establishing Media Lab Asia in the Mumbai, Pune corridor. The Institute will focus on developing futuristic technologies in the field of IT such as Internet and Multimedia. Based on village level field projects, Media Lab Asia would support and facilitate IT enabled technologies that are people-friendly and have mass applicability. The Project is expected to usher a new level of partnership between the Government and the corporate and non-corporate sector by bringing ICT benefits to the neediest section of our society. 

Information Technology Act

The Information Technology Bill drafted by Ministry of Information Technology was passed by the Parliament and the Information Technology Act, 2000, received the assent of the President on 9th June, 2000. The Act is to provide legal recognition for transactions carried out by means of electronics data interchange and other means of electronic communication, commonly referred to as ‘electronic commerce’., which involve use of alternatives to paper-based methods of communications and storage of information, to facilitate electronic filing of documents with the Government agencies and further to amend the Indian Penal Code, the Indian Evidence Act, 1872, the Banker’s Book Evidence Act, 1891 and the Reserve Bank of India Act, 1934 and for matters connected therewith or incidental thereto. The mechanism of digital signature would be needed for authentication of electronic record by a subscriber by affixing his digital signature. The private key and the public key are unique to a subscriber and any person by the use of a public key of the subscriber would be able to verify the electronic record. The Act also has provision for various related issues like e-governance, security, penalties and adjudication, offences. Rules for implementing the Act have been notified and the Act came into force on 17th October 2000. The Controller of Certifying Authority has also been appointed by the Government.
Semiconductor Integrated Circuits Layout-Design Act

The Semiconductor Integrated Circuits Layout-Design Act protects Intellectual Property embedded in the integrated circuits i.e. the layout design of the integrated circuit. The Act is in line with the TRIPS Agreement to which India is a signatory. 
The National Task Force on Information Technology and Software Development
One of the agenda under the Special Action Plan (SAP) of the Prime Minister is to make India a Global Information Technology Superpower and one of the largest generators and exporters of software by the year 2008. The Government constituted a National Task Force on Information Technology and Software Development in May, 1998. The Task Force submitted the reports in three parts in 1998-1999. The First Report of 108 recommendations was accepted by the Government and a Gazette Notification was issued on 25th July, 1998. These recommendations relate to telecommunication policies and procedures, cyber laws, labour laws for IT industry, fiscal incentives and financial matters, promotion of IT in schools and rural areas, increase in computer literacy and computer penetration in the country. Many of the recommendations have already been implemented and related notifications/circulars issued. Some of the key recommendations of the First Report are: 

· Opening of Internet Gateway access to private Internet Service Providers (ISPs).

· Encouraging private Software Technology Parks.

· Zero customs and excise duty on IT software.

· Income tax exemption to software and services exports.

· Encouragement to set up venture capital funds.

· Create a fund to handle Y2K problem.

· Promoting e-commerce.

· Framing cyber laws.

· Strengthening manpower base.

· Updating various databases over NICNET.

· Sharing information with users/ public.

· Earmarking 1-3 per cent of budget of every Ministry/ Department for IT applications.

· Networking all Universities and research institutions.

· Dollar Linked Stock Option to employees of Indian Software Companies.

· Sweat Equity.

· Financial package for buying computer; etc. 

Part II of IT Task Force Report mainly focuses on revival of the Hardware Industry including SBIT scheme. The Part III of IT Task Force Report concentrated on Long Term IT Policies. The Government has not accepted Part II and III of the Task Force Report. 

Community Information Centres

Government has taken up an ambitious project for setting up of Community Information Centres (CICs) in 486 blocks in the North-East and Sikkim as part of the PM’s Agenda for the socio-economic development of the region at an estimated cost of Rs. 220 crores to provide connectivity at the block level and to be completed within 2 years. A pilot project in 30 blocks had been initiated and completed. VSATs are being used to provide Internet connectivity under the scheme. The centres will be managed with the assistance of Central Government for five years and after that State Government should take them over. Through this scheme, the Government has a goal to reach out to 95 percent of the people who are outside the digital world particularly in the application of IT in the healthcare, education, e-governance, data transmission, documentation, connectivity for management of national calamities, disaster management, etc. The States proposed to be covered include Jammu & Kashmir, Himachal Pradesh, Uttaranchal, Chattisgarh and Jharkhand, Andaman & Nicobar Islands and Lakshadweep Islands.
e-Commerce & e-Governance initiatives

A series of initiatives have been taken initiatives in e-Commerce. These include – Information & Communication technology infrastructure, Legal and Regulatory framework, Technology for e-commerce including test-beds, IPR, issues related to international domain names. 
Ministry of IT has set up a Centre for E-Governance (CEG) at its premises- Electronics Niketan, New Delhi. The Centre, first of its kind in the country, would showcase several e-governance applications & solutions that have been implemented besides offering such other services like technical consultation, proof of concept and technical presentations. Conducting programmes for creating awareness among decision makers in the Centre and State Governments and help them in defining and implementing process & policy changes are other important objectives of the Centre. The Centre would draw upon leading companies, technical institutes and business partners in India & abroad and help initiate projects to address specific needs. 
Task Force on Human Resource Development in Information Technology

A Task Force on human resource development in IT was set-up to prepare long-term strategy for significantly increasing the number of well-trained IT professionals. The Task Force emphasized on critical infrastructure like computer and networking facilities, faculty, curriculum, courseware, promotion of innovations and initiatives throughout the system by an open exchange of ideas, and a system of recognition through awards and rewards. 

The recommendations relate to monitoring of the capacities of institutions (both intake and out-turn) periodically with 1999-2000 as the base year. Objective shall be to double intake in IT/IT related programmes by 2001-2002 and triple it by 2003-2004 for the system as a whole with strategic use of various institutions for different purposes. A multi-pronged approach for increasing availability, improving quality and retaining quality faculty in IT is proposed. These initiatives would form the ‘IT Faculty Development Initiative’. 
Information Technology for Masses

The Ministry of Information Technology had set up a Working Group on Information Technology for Masses. The Working Group has submitted its report and have made a number of important recommendations. The Working Group set an ambitious target of at least 100 million Internet connections by the year 2008 and 1 million Internet enabled IT Kiosks/Cyber Cafes to be established covering the entire length and breath of the country.

The main recommendations of the Working Group are as below:-

- 
Establish IT infrastructure in 60,000 schools over a period of five years. 

- 
Web enabled citizen oriented Government services

- 
Hundred million Internet connection and one million IT Kiosks by 2008 to enable a common man to have access to Internet/IT Services.

- 
No licences and controls for setting up IT infrastructure and services.

- 
Promote development of Indian Language content over Internet.

- 
To launch mass awareness campaign through IT Yatras and other program.

- 
To set up a IT Mission for 5 years to carry out the program recommended in the report and follow up other recommendations of the report.

- 
Compulsory IT literacy for Government recruitment.

- 
Earmarking upto 5% budget for IT induction in Government.

- 
State Government Portals to help rural artisans and entrepreneurs.

- 
Internet Portal for one point Government information and services. 

- 
All Government information to be on Internet. 

- All Government Payment on Internet. 

- Results of Public examination to be made available on  Internet.

Telecommunication

· Internet Service Providers (ISP) have been permitted to set up international gateways and Submarine Landing Station in the country. ISPs have also been allowed to hire bandwidth on foreign satellites. This will enable increased availability of Internet bandwidth and facilitate Internet expansion in the country. 

· National Long Distance and ISD Telecommunication Service have been opened up

· Wiring the country by Fibre Optic Cable

· VSNL monopoly to end in March 2002.

Institutional Initiatives

Software Technology Parks of India was established by MIT to provide state-of-the-art reliable data communication infrastructure and industry friendly Single Window approach.
The export revenue of the STP units is showing consistent growth of more than 100% every year. The STP units have exported Rs.20,051 crores worth of software during the year 2000-2001 which is more than 70% of the national export. There are more than 6,500 units registered with STPI out of which 826 units were registered during the year 2000-2001. 

A project on National Resource Centre for online learning at National Centre for Software Technology (NCST) Mumbai, has been initiated. This Centre will enable to develop a vision and supporting infrastructure for academic and non-formal institutions to understand the opportunity, issues and technology trends relating to "Online Learning" and thus contribute to the emergence of India as IT super power. 

Number of initiatives have been taken under the TDIL (Technology Development for Indian Languages) programme of the MIT. To promote information processing in Indian languages a project has been taken up at 13 Educational and R&D Institutions spread across the country. 

National Informatics Centres provides computer support to Central Government Departments, State Government Departments, District Administrations (540 districts) and new districts being created by the State Governments. NIC has set up a satellite based computer communication network for providing EMAIL, INTERNET, File Transfer, access to National and International data-bases (including Bio Medical, Land records, etc), Electronic Data Interchange (EDI), Videoconferencing facility etc. NIC has set up a local area networks in Central Government Departments and State Government Secretaries. NIC has computerised Supreme Court, 18 High Courts and 430 lower Courts in the country to streamline functioning and providing transparency to the litigants and legal databases.

Advisory Committee in IT sector

An Advisory Committee comprising of well known IT professionals from the industry was set up on 17th January, 2000 under the Chairmanship of Minister(IT) for Ministry of Information Technology. The Advisory Committee would assist Ministry of Information Technology to identify thrust/emerging technology areas and will suggest measures/policies/actions for making Indian IT industry a Global Superpower. 

A Select Group comprising of successful and well known IT professionals based at Silicon Valley was formed under the Chairmanship of Minister(IT). The Group will interact through internet, email, video conferencing and may meet once in a year and advise the Government on various issues relating to development of IT, telecommunication infrastructure and software export from the country. 
Financial Sector Reforms

· Some financial sector reforms in IT in the last 2 years have been as follows:- Limit on issue of ADR/GDR through automatic route without reference to DEA by stock swap has now been raised from US$50Mn to US$100Mn or up to 10 times export earnings by the company in the previous year (notification of DEA dt. 23.3.2000) Indian employees of an Indian subsidiary abroad are allowed to be issued stock options of this company incorporated abroad. The stock options issued to employees were earlier taxed twice – once at the time of issue and secondly during exercise of capital gains. Now they would be taxed only once which is at the time of exercise of capital gains. 

-
There would be single point registration of venture capital funds (VCF)/venture capital companies (VCC) with the SEBI. The provision of dual registration with DEA has been removed. 100% FDI is now permitted through the automatic route for IT and E-Commerce In case of E-Commerce, there is however a need of divestment to the extent of 26% in a period of 5 years from the 100% level

-
Basic Customs duty reduced from 20% to 15% on computers, motherboards, floppy diskettes, memory storage devices and integrated circuits. Complete exemption from customs duty on microprocessors, CD ROMs etc. Specified varieties of capital goods to be charged to basic customs duty of 5%. Basic customs duty on raw materials for fiber optic cables reduced to 5%.Cell phone imports to be charged to basic customs duty of 5% as against present basic customs duty of 25%. Specified telecom equipment imports by Internet Service Providers (ISPs) will also be chargeable to basic customs duty of 5%, as currently applicable to imports by telecom operators.
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