Working Report on Information Technology


Executive Summary

Global IT products and services market is at an estimated size of $ 1.5 trillion today. It is estimated that the share of IT in the GDP of nations will exceed that of any other industry in the next ten years. There is a great deal of inter-dependency even as fiercer competition emerges in a rapidly growing market.  It is increasingly a border less world, thanks to the interactivity provided by the Internet and telecom infrastructure. India has to recognize this reality and make use of the best brains that exist in the NRI community. Foreign companies are being acquired by software companies in the country even while global MNCs are setting up their shop here.  All these need to be encouraged.  We need to ensure that India is a net gainer in the process and substantial foreign exchange, jobs and productivity gains are achieved through IT. Competitors and collaborators have to be identified and suitable strategy evolved. On one side, India has a unique opportunity to emerge as an IT leader among developing nations. On the other side, India has the opportunity to increase its share in the trade with advanced countries substantially.  Sectors of IT which do not recognize this  will perish.

Prime Minister has observed that Information Technology is an area where India can quickly establish global dominance in terms of wealth creation and generation of high quality employment. Ambitious targets have been laid down by Nation IT Task Force, as well as by industry. To realize these targets, Ministry of Information Technology is of the view that beside providing proactive support to industry in terms of WTO compatible custom duty and import policy frame work for attracting investment and providing competition, it is also necessary to enhance domestic consumption of IT products and services by taking IT to masses. In this regard, it is proposed to:

i) spread computer literacy at various levels,

ii) develop products and services needed by masses,

iii) expand the network of Computer Information Centres (CIC) through-out the country and also utilize existing base of PCO’s into internet kiosks,

iv) facilitate industry to go global through e-commerce,

v) develop tools to enable multilingual usage of computers, and

vi) provide thrust to e-governance at both centre and state levels.

Software

For the past decade, Indian software industry has been growing at a consistently high rate of over 50% annually.  During the IX Plan, the overall software industry is estimated to grow at a CAGR of 52%.  The software export industry grew at a CAGR of 57%.   Indian IT software and services of US $ 6.2 billion exports accounted for 14 % of India’s total exports of US $ 44 billion during 2000-01. It is expected that by the year 2008, Indian IT software and services exports targeted at US $ 50 billion, which would account for 35 % of India’s total exports.  The IT industry in India is estimated to be over US $ 87 billion (Rs.3,91,500 crores) by 2008. By 2008, it is expected to become single largest contributor to the GDP of the country.
India, being a large country, has a domestic market with a vast potential. By the end of  Tenth Plan,   the software   export  and   domestic software turnover is   estimated to be Rs. 200,000 crores and Rs. 67,000 crores per annum respectively. There are huge opportunities available throughout the globe.  India has the potential to become IT superpower; it will require cohesive concerted efforts from Government and IT Industry to achieve the ambitious plans and multi-pronged targets.

India’s rise to fame in the international software and services marketplace is commendable. Through an orientation and adherence to high quality processes, a vast English speaking manpower base, expertise on state-of-the-art hardware and software platforms, and cost competitiveness, the software industry has established itself in the global segment. 

For the software industry, the issues of concern are related to Telecom infrastructure, Bandwidth availability, access to international gateways, inter-connectivity across networks,  Venture Capital, Labour Laws, physical bonding, depreciation on PCs, legality of electronic contracts, taxation and security aspects of e-Commerce, IT Focus in technical education and promotion of e-Governance in Government.

IT infrastructure is very important for Defence Services. All the services are having their own independent network which is not interconnected. Defence being highly sensitive to security. Network must provide end-to-end security with the implementation of PKI technology, COTs equipment need to be evaluated and authenticated for security.  There is need to build up an interface between Defence Forces, the IT R&D organisation and IT industry for fullest exploitation of IT in various fields.

HRD
The major segments contributing to software industry are Software Products, IT Enabled Services and E-Business.  One of the key issues in achieving and sustaining this level of growth will be the availability of high quality IT professionals in adequate numbers. As per a study, it would require 22 lakh IT professionals by 2008 – 11 lakh in the hard core IT sector and another 11 lakh for the IT enabled services.


India needs to maintain and enhance its competitive advantage of abundant, high quality and cost effective human resources.  The country has to ensure the right mix of technical, business and functional skills of the workforce to meet the needs of individual business segments and customer markets.  

In Human Resource development,   MIT's role is more of promotional in nature and of a facilitator to bridge the gaps that exist between 'what is supplied by the educational & training institutions in the formal sector' and 'what is required or demanded by the industry’.   There is a need to address  the issue of contemporary IT skills that are required by IT industry vis-à-vis the turnout from the formal sector institutions.  The importance of Bridge Courses for IT professionals and the role of non-formal educational institutions to impart training in the emerging skills to deliver a quality software professional has to be realized.   The in-house training provided by some large industrial houses to suit their tailor made requirements is an important link.  

Manufacturing Sector

The performance of Manufacturing sector (Consumer Electronics, Computer Hardware, Communication and Broadcasting Equipment, Industrial Electronics, Strategic Electronics, and Components) during the Ninth Plan has been well below the targets.  The targets were based on achieving 2% of the expected world production in the terminal year of Plan.  Computers and Communication & Broadcasting sectors have witnessed negative growth.  Industrial Electronics,  Strategic Electronics and Components, while performing below the targets, have been   showing steady but low rates  of growth.  The Consumer Electronics has shown good performance during the first three years but is showing signs of stagnation.  Infrastructural handicaps, high cost of finance coupled with low availability, rigid labour laws, low volumes of  production, low velocity  of business, high tariffs and invested tariff  structure, non availability of indigenous capital goods, lack of new investments both domestic as well as FDI etc. are some of the known weaknesses of the Indian manufacturing sector.


Fulfillment of our obligations under the WTO/ITA-1 is slowly but surely leading to globalisation of trade and consumption.  A strong pro-active approach by the Government is required for the  manufacturing  sector.   Otherwise  this sector, which is already under pressure in light of the handicaps mentioned above as well as competition from the MNCs, is in danger of becoming extinct.  Notwithstanding the above, there are successful examples such as Samtel, Tandon, Moser-Baer worthy of emulation by other domestic players.  A four-pronged strategy is suggested for this sector.  This consists of setting up  of a high level Institutional framework for addressing the policy and procedural issues  on a regular basis; supporting focussed R&D in the thrust areas identified for the different sub-sectors; creation of a manufacturing infrastructure development fund to compensate for the   infrastructural handicaps as also providing incremental support for QA, prototyping etc.; and initiating a manufacturing  sector promotion programme  to address issues such as Improvement in the manufacturing technology, International marketing and business development, support for  “Greening” of manufacturing technology, setting up of technology incubators, setting up an Electronic Component Development Fund etc.  with built in flexibility and  a strong pro-active approach to enable  quick response to the fast changing global scenario with the objective of making  the manufacturing  sector in India globally competitive.  

Policy and Procedures


Global business must be conducted in a manner which respects the global concerns, be it technology, quality, delivery, service price etc.  This in turn requires a competitive business environment  as an enabler.   The policy framework alongwith the procedures should be such that they enable the industry to grow in the fastest possible manner.  

During the first four years of the 9th Five Year Plan, the Electronics and IT industry have achieved 73.5 % of the target set out for the period.  While the growth of software sector has been supported through the natural advantage India has in terms of scientific/engineering manpower, the Electronics/IT Hardware manufacturing units have faced a number of  constraints with many discontinuing their operation.  Imports, trading and grey market operations have shown a tendency to increase.


Amongst the major problems faced by Electronics/IT Hardware manufacturers are-  inverted duty structure, high import duty on Capital Goods, problems arising out of dual usage on inputs, high incidence of overall taxes/duties, high cost of finance, infrastructure etc.


Instead of  attempting to correct the anomalies in duties and taxes through amending notifications  - (an approach which has been followed in the past),  the problems of industry should be addressed by making a radical review of the policy framework especially in the context of the impending zero duty regime under ITA-WTO.


The Electronics and IT Hardware manufacturing units should be given an option to convert themselves into an EHTP unit and the EHTP scheme may be modified in
terms of domestic market access, NFEP condition etc.. This approach would help industry in facilitating production for exports and  domestic market access from the same unit.


As in the coming years, competitiveness of the industry would be governed by its ability to leverage technology, R&D capability, creativity and engineering skills, it is recommended that products commercialised based on indigenous Design and Development/R&D efforts, a 50% relief in excise duty be given.


Keeping in view the global efforts in movement towards green products and the impending EU  directives on Waste from Electronic and Electronic Equipment and restriction of use of  hazardous substances encouragement to the industry is required for implementation of Environmental Management Systems (EMS).  Units implementing ISO 14001 be given certain relief in excise duty/income tax.

R&D 

The  growth achieved by the software industry during last decade  cannot be maintained due to low end work and resulting low per capita productivity, building up competition from other countries like China, Philippines and limited IPR ownership by Indian companies. Besides these, the poor performance of hardware sector and decreasing number of young and bright research scholars are other concerns. In WTO regime of liberalized industrial and trade policies, it is essential to develop technologies, products and services of international quality and cost. 

A focussed R&D is likely to provide a solution to these issues. Setting up of institutions on the lines of ISRO would help in taking up sustained and focussed research in areas of long term research such as nano-technologies. For the medium term, focus being on current technologies, an integrated approach for developing manpower and products in mission mode by utilising contract R&D to reduce cost and time of development is suggested. A lead agency with end to end responsibility including research, product development, field trial, pilot deployment as well as to represent India in the international organisations of standards is suggested to make India a major supplier of products and services. For short term  R&D, the focus is on Indian solutions for Indian needs, technology absorption, product improvement and cost reduction. The free-wheeling R&D model is suggested to take care of broad based research on algorithms, techniques and technologies. We should consider setting up of the national incubation network and R&D cooperatives to enable Indian industry to move up the value chain. 

The programme for IPR brings out measures to generate and protect our intellectual property as this would enhance our competitiveness and would enable India to position itself as a global design destination. The research in academic institutions is important for achieving Tenth Plan goals. Centres of Excellence for research and policy changes may be considered to attract bright young people and for making researchers as partners and stake holders in research in order to enhance collaboration with industry as well as to increase effectiveness of R&D funding.

IT for Masses

To develop and promote various IT applications for domestic users.  To connect more than 6 lakhs villages through state of art networks and improve accessibility in the process (through public and private investments) towards usage of IT by expanding Community Information Centre (CIC) Scheme, and other measures like converting existing base of PCOs into Internet kiosks.

It is proposed to connect every school and educational institution in the country during Tenth Plan through a programme called “Vidya Vahini”. 
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