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CHAPTER-7
CONCLUSION AND FUTURE RESEARCH

The task before me was to chart a vision and recommend a suitable strategy for sustaining
and developing the O&G ESO industry in India with concrete and implementable
recommendations/action points for making the industry globally competitive. While
drafting the recommendations, a well-rounded analysis of the industry has been done -
Small, medium and large players have been included in the study as also a mix of Captive,
Strategic alliance/joint ventures and Third party/Vendor units.

This cllqapter distils the issues discussed in earlier chapters and also examines the
SSt::,e:zcr iruol‘:’ﬂ? options for India’s O&G ESO service provider industry based on
existing ands in P'h.ase-II of the ?tudy SO that. a clear lead can be maintained over
eMerged oyt ?nlelgn.lg pl?yers .h'om. competing nations. The action points that
a8 i Phase(; tle. discussions, mtew1ev.vs and surveys with the 35 industry experts
Studies) are- » 27 1n Phas.e-n 0':1t of which 10 were .comrnon in both Ph'ase-I and II
recommeng.r expanded in this chapter. to provide a compreherfswe set of
—— 3:101‘15 to the. Industry and policy makers so .that the available market
Yy is addressed in the best possible manner by Indian O&G ESO players.

Sub-gect; .

b-sections 7.1.1 and 7.12 of this chapter cover the results of the Objective Nos. 5
a : . :
nd 6 listed in Section 1.3 of Chapter-1. The overall conclusion of this study is
Presented ip Section 7.2. The chapter ends with the limitations of the study,

CONtriky o : : :
Oltributions and directions for future research which are covered in Sections 7.3, 7.4

a
nd 7.5 respectively.

71 STRATEGIC GROWTH OPTIONS FOR INDIA’S O&G ESO INDUSTRY &
RECOMMENDATIONS TO THE GOVERNMENT

What are the strategic growth options available to India’s O&G ESO industry? It is

"Mportant for both policy makers in the Government as also the players in the Indian

O&q ESO industry to know this sO that they develop or modify their strategies to
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ensure r . . ) . . . . : :

¢ robust growth in this area. The following two subsections lists a fiy .

. . ' s lists a hive-point
action plan each for the O&G E .

plan each for the O&G ESO industry and Government as the key steps required

: Y steps requirec

for Indi: o : .
India to gain maximum market share of the O&G ESO business

7.1.1 Action Points for the O&G ESO Industry

[ present herewith the findings on the key action points for the O&G ESO service
Provider industry that have been identified in consultation with industry experts in the
Phase-I] survey. The structured questionnaire used for the same is attached herewith
10 this thesis as Appendix-C. The (abulated raw data collected using Appendix-C is

4ppended as Appendix-D2.

m18.3% 021.0% @ Migrate from ‘Low cost' to 'High value'
; sendce offerings

@ Accelerate pace of global expansion

0 Lewerage from alliances & partnerships
within the O&G ESO industry

g Pariner with R&D and educational

@ 20.6% institutions

— @ Partner with Indian domestic 0&G and

020.2% Petrochemical industry

019.9% \

Note: Weighted score in % of Total 27 respondents

Fi

gur . § 5 ; g

Qllest? 7.1: Phase-II Survey result on action points for the Indian O&G ESO industry

in orq on: In your opinion what is that the 0&G ESO service provider industry in India must do
er to maintain and further expand its market share against competing nations?

Theg , ;
€se action points mentioned below form the five strategic growth options for the

Ind; . ) L.
dian 0&G ESO service provider industry and are the findings against Objective No.

5 ;
Of thig study as mentioned in Section 1.3 of Chapter-1.

Migrate from ‘Low Cost’ to ‘High Value® Service offerings

Accelerate pace of global expansion
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3 L .

. e\v 3y (P> . T, NN . . .

4 erage from alliances & partnerships within the O&G ESO industry
artner with R&D and educational institutions

5. p : :
artner with Indian domestic O&G and Petrochemical industry

The above pr
ove proposed strategic growth options are detailed below.

Strate i .
gic Growth Option No. 1: Migrate from ‘Low Cost’ to ‘High Value’

S .
€rvice offerings

The fa .
ct that India has been able to provide relatively good quality services has

distinpu;
n)uls . . . -
guished it vastly from other competing countries sought by end-user

COlnp ;
anies , ¥
and overseas consultants for O&G ESO outsourcing. However, there is

an ip .
Creasin : ; 2 : ;
g demand to increase offshoring of service lines involving higher

Value-add
ed activitiec < .
d activities, such as conceptual design, product development, technical

SUpport
an e e : :
d R&D. India’s wage differential with other low cost competitors is fast

nishiy
. i 1g and unless concerted efforts are put in by the industry players to move
€ val : .
ue chain it would be extremely challenging to sustain India’s value

Proposit;
tio :
n and attractiveness as a hub for O&G engineering and technology.

MOV'
p the value chain by building consulting expertise, innovation

engin .
eerln R
g and R&D base is a must to create value positioning. What is required

is to
adopt :
Pt a business model that can add strategic value to the end users. There is

n'l()re .
savi
ngs for end-users and buyers at the higher end of the value chain as

C()m
Pare
d to the low end. Developed economies such as the USA, the UK, and

We
Stern .
European countries are already facing a shortage of highly trained and

aliz . . .
fro ed professionals in high end knowledge-intensive sectors. Earlier talent
St 10w- . . .
wage developing countries which produce highly educated scientists and

Profegg;

S .

Usa ionals could be sourced. This has been the practice in countries like the
fi
or the past several decades. The USA permits emigration of engineers and

Scie .
ntig . . : : i
ts from developing countries such as India and China. However, with

tigh
ter v; cost-reduction pressures 0
visa regulations in the developed countries and cost-r tion pressures on

d services to low-wage countries to tap the

MN
C
S, global offshoring of high-en

eXist.
1 .
Ng talent pool in a cost effective mann

er is a more viable and lucrative

209
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option. Also. current low-cost destinations may no longer remain low-cost duce to
increase in salarics and hence. may not be able to provide cost-arbitrage benefits
0 companies that want to oftshore these services. For example, Indian salaries
have increased at an average of 14 percent per year from 2000 to 2007. If this
trend continucs. they are expected to increasce 2.5 times the current salaries (in
constant Dollars) by FY 2015, thereby reducing the cost-arbitrage benefit from the
Present 40 to 25 percent. Indian O&G ESO service providers must focus on
Providing value-added specialty engineering services, engineered and fabricated
Systems, design of key process equipment, start-up services and provide ongoing
technical support services. Indian O&G ESO industry must transform from being a

basic engineering service provider to an Integrated Solutions Provider that can

als : . :
0 provide consulting solutions.

&G Eso players in the country should focus on expanding the service basket and
Value addeq services by moving ahead in the value chain. There is a need for India to
Sart Concentrating on the knowledge arbitrage instead of labour arbitrage by
Droviding ‘High Value’ services. A list of ‘High Value’ services that Indian O&G
£80 Industry can aim to provide in the near term are listed in Table 7.1. The list has

S : : s .
tn Compiled from in-depth interviews with industry experts.

\—///21()’//
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Chapter-7
— -/
Conclusion and Future Research

Strategic Grow .
o gic Growth Option No. 2: Accelerate pace of global expansion
1an O&G ES . : .
&G ESO companices should look outside USA and English speaki
g eaking

:Oulll!i(,s i - ~ > . () (: > o < (:() e () <

like Chj
una. This wi v cteatood :
N s will be a strategic move since getting a foothold in China would als
prove the business i S . | .
susiness in other South East Asian Countries like Japan. Indian O&G

flrl]]S sho { 't i
ould to look to otfsct their CXPOSUI'C to any Sill‘_’.le market by targetinﬂ
& - o

higl
1-growtl i
] » v W . . 1 y
geographics and also bid for government projects on their home turf

Tradit
1tionallyv . ® 5
y, Indian ESO firms have carned a little over half their revenue from the

Unit
ed States : -
and Europe. However. these firms must strengthen their foothold in

contip
ental E . :
urope and establish beachheads in several other countries. A possible

aller companies in France and Germany and

route f .
ool or this could be to acquire sm
Ookin
g at J; trali .
Japan, Australia, Canada. the Middle East and even Africa as high-
t=4
Wherein language barrier maybe a

Potent;
la] -» 3 N

emerging markets for expansion.
al talent is an

hindr.
dnCC tO EY . M
expand (e¢.g. Norway or gcandinavian countries), hiring loc

Option th; :
that Indian O&G ESO industry could adopt.

tegij . .
gic Growth Option No. 3: Leverage from alliances and partnerships within

the
0&G ESO industry

ntly the industry body named NAS ation of Software

SCOM (National Associ
ead in acting

y in India that takes the |
nce for the IT/ITeS/BPO and

tarted a dedicated wing to

and Sepvy:
as €rvice Companies) is the only active bod
a
ESo common platform with pan-India prese
/
KPO companies in India. NASSCOM also has s

add
ress the needs of the ESO industry: 0&G ESO service p
could form a dedicated

rt using NASSCOM'’s global
ocated in the cities that
P, Shell and Exxon
s Shanghai and
nchmark

rovider companies in
group within

Ingj
a .
could decide to form a separate body or

the
NASSCOM ESO group and drive a marketing effo
d offices could be |

t r1
Print of representative offices. Lea
nd users like B

S
€ the engineering headquarters of key €

Mob'
il. Such marketing offices could also be Jocat
g competitiV

ed in areas such a
e intelligence to be

Sin
8apore to play a role in gatherin

Sta
keholder actions.
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Cities Par i
a [T TN . y N
Seon rtnership  forums (WECP) whose current members are Aberdeen
cot and L' - s, Y1\
K). Calgary (Canada). Dammam (Saudi Arabia), Daging (China)

Dongying (Chi e
gying (China). Halifax (Canada), Houston (USA), Luanda (Angola) Malabo
o) )

(Australia). Port Harcourt (Nigeria), San Fernando

) and Villahermosa

Equatacinl (i
(Equatorial Guinea), Perth
(Trinidad &
a . ) |
o d & Tobago). St. John's (Canada). Stavanger (Norway
{ exico W s 1N ¢ . ..
) where road shows and expositions could be conducted to explain the

capabilities of Indi
ities of Indian O&G ESO players. Such O&G ESO trade shows could also

or O&G trade shows around the world in order

be s d
Scll » N . . .
eduled to coincide with maj

to b
roaden the i )
1¢ PR R) N R, * M
¢ industry’s network of contacts and assist businesses with newer

Opportunities.
o.4: Partner with R&D and cducational jnstitutions

St .
rategic Growth Option N
illing to work on challenging

Th -
€ hi :
gh concentration of young talent w

Chvirg d
nments d > d f de he scienc
ts an the decrease enrolment 0O students n t scl e an

her provide a uni
wings globally and inc
entres in India and thi
dustries Corporation
Research Centre a

adodara. In order for the Indian O&
der to a total soluti

st” solutions provi
h R&D firms and

pr0v’

ider : :
ed der there is a clear need to collaborate and work wit

Ucati . ) N : :

ational institutions to create commercially significant innovations that address
is of recent origi

Needs of the industry Knowledge networking
develo

que opportunity for

neer oty .
ring strecams in USA and Europe toget
rease market

th .

¢ India’s 0&G ESO to spread and expand
s include

(SABIC)

t Haldia

G ESO

Share
GE 1 Many MNC companies have set up R&D ¢
e
Ree chnology Centre at Bangalore, Saudi Basic In
€a
rch Centre at Vadodara, Mitsubishi Chemicals

a
nxess Research Centre at \Y%
ons

1ndustry to . .
move from being @ Jow €O

y, R&D

g between Industr
existing

Jue addition to

he available nat
improved

p networkin

jonal

require

W
ledge base. Industry shoul
development of

&D
resources into 1itS busines

Co
Mmuyn; . 3
Unication and understandmg,

Co
Ngenj
Niz . : :
1al working relationship-
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Strategic : i
gic Growth Option No. 5: Partner with Indian domestic O&G and

Petrochemical industry
e chain Indian O&G ESO industry must partner with Indian

To move up the valu
that inventions could be

domestic
stic O&G and petrochemical majors SO

¢ -
ommercialized and tested. Indian O&G ESO industry will fin

overseas consulting and end users whereas the do
ompanies are the best ‘test grounds’ for

y few examples of successfully

d it difficult to begin

c : . .
onsulting services with
mestic

0&G and Petrochemical manufacturing ¢
At this point in time there are ver
serein end user industry and O&
ntly. Indian 0&G industry must sec¢
from global O&G majors for execution

any innovations..
G ESO industry have

networked projects wl
k end-user

partnered together or worked joi

industr
ustry help to ensure technology transfer
T companies in India are the

0
f offset contracts. It has been proven in that ESO and 1
lion dollar defence and aeros

companies. Under such offs
d to do business worth 30 per
such as the 10 BUSD

offset is much

pace contracts that

mai .. .
ain beneficiaries of the multi-bil
et clauses,

Indian government has signed with overseas
Overseas suppliers that win these contracts are obligate
ocally. In some€ contracts,
.roll combat aircraft, the
e IT and ESO industry ar
nment for aerospace and
ter and Saab AB of

venue earners

ce
nt of the value of the contract l

Co
ntract for the procurement of 126 multi
¢ major

h-
Igher at 50 per cent because of its large size. Th
ned by the Indian goVver

in, Mirage, MiG, Eurocop
s are among the largest re

panies such as Tata Con

be o
neficiaries of contracts Sig
de . .

fence with Boeing, Lockheed Mart

Sweden. The aerospace and defence sector
s business for Indian com
nologies. This model ¢
r industry that could pa

s for exploration and p

sultancy

With; . _
ithin engineering service
ould be replicated for the

Services (TCS) and Infosys Tech
rtner with end user

benefit of the O&G ESO service provide
t clause in contract

roduction and

Co .
mpanies to ensure offse

whj . .
hile setting up of refineries and

petrochemical plants.

ness is emerging as big business opportunity in

to participate in t
censing policy (N
d over 200 0&GDb

ties

he exploration activi
ELP). In the eight

locks and more

The services segment in oil E&P busi

I . R
ndia as several entities are now looking
W Exploration Li

u
nder the government’s Ne
ment has offere

rounds of NELP so far the govern
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than tw . ; o
two dozen companies have participated in bidding process. ONGC, India’s

lar y : . .
gest public scctor upstream production company) is looking at this as a potential

servic : . . ..
1c¢e opportunity since several of the companies pamclpating in NELP rounds do

NOt POSSESs o £ -
t possess expertise for E&P. ONGC is currently working out a major revamp to
g market of drilling, engineering,

create independent subsidiaries to tap the growin
panies. The 640 BINR

c - L :
onstruction and logistics services consumed by oil com
s as independent

(Billion Indian Rupees) company plans to establish these subsidiarie
NGC

r not just ONGC but other oils companies as well. O

businesses, doing work fo
partner in these subsidiaries, so that joint ventures

plans to invite overseas players to

c 3 , : _
an be formed to leverage the technical expertise of global majors 1n combination
d function as standalone commercial

with ONGC’s strengths. These subsidiaries woul
y ONGC. ONGGC also plans

entities rather than just depend on the demand generated b
t for O&G ESO services through the subs
arket. The Indian Petroleum Ministr
ructuring ONGC with proposed O&

support, engineering, construction and

idiaries rather than

to tap the overseas marke
y has asked

limiting them to the domestic m
G ESO

ONGC to finalize a blueprint for rest

subsidiaries dealing with drilling, logistic
d. These new operations may take the

development for the oil sector in India and abroa
aboration may be sought from

shape of special purpose vehicles (SPV) where coll

technology and service providers.

vernment
he Phase-1I survey intended t

t to assist the Indian O&G E

7.1.2 Action Points for the GO
o identity the policy

Figure 7.2 presents the results of t
SO industry in

changes required from the Governmen
ructured

ximising market share. The st
C. The

Sustaining competitive advantage and ma
r the same is attached here

-Cisap

with to this thesis as Appendix-

questionnaire used fo
pended as Appendix-D2.

tabulated raw data collected using Appendix
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O Ratonakse tax ncentves
Promote nda a
@ Promote nda as a trusted sourcng hub for 08G ESO

0 nvest in higher educat
«gher education & advanced degree
related to O8G engneerng o
0 Open the doars of PSU& R&D nstrtutions for
colaborative research

@ Promote nnovation & R&D

Note: Weighted score in % of Total 27 respondents
pport O&G ESO industry
the Government of India and its various

dies adopt in order to support the O&G ESO
ting nations?

Figu
re 7.2: Phe 3
Phase-I1 Survey result on action points for the Government to su

Qllestiqn.
: In your opinion what steps must

Ministr

Jimistr

mdustrlesr'd(.zparunents:"state governmentsﬂucal bo
y maintain and further expand its market share against compe

key recommendations 10 the Indian

d below form the five
urvey and are the fin
ction 1.3 of Chapter-1.

Theg
ese : s .
action points mentione
dings against the last and

gover
nment that have emerged from this 8

final Objecti
Objective No. 6 of this study as mentioned in S€

1. . _

. Rationalise tax incentives

%' Promote India as 4 (rusted sourcing hub for O&G ESO

' n & advanced degrees related to 0&G engineering

Invest in higher educatio

of PSU & R&D 1 aborative research

Open the doors pstitutions for coll

w A

Promote Innovation & R&D

ment are detailed below.

Th
e - -
above recommendations to the govern

e Tax incentives

of the IT/BPO/ rs and has

15 Rationalis

een supportive

KPO/ESO secto
ax act until M

Re
T commendation NO-
h ;
e Indjan Government has b
ives under Sect arch

€Xx
tended the tax incent
ne of March

2
01] (from the earlier deadli
[ncome Tax

S .
ection 10A/10B of the
d for the SME (S

This ;
1S is particularly require

tier- 5
1-2/3 cities in the country:




Chapter-7
Conclusion and Future Research

companies i . : :
panies in India need an enabling fiscal regime, as they face issues of enhanced

competiti i )
petition from other countries. The extension also needs to be done for a definite

help to promote

period ahead, as extension by a year, while useful, does not
A of the

in
vestment. The government also needs to correct the anomaly in Section 10A

S . .

EZ Act with retrospective effect. The Government needs to bring changes in Section
10AA of the Income Tax Acttor
adversely affected SEZ units. Thi

investment in SEZ and beat the ongoin

ectify an anomaly in the wording of the Section that
s will act as a major stimulus measures to step up
g slowdown. It will significantly boost the

prospects of IT/ITeS sector and ESO industry as it accounts for a majority of the total

SEZ projects. The 0&G ESO industry would also be a direct beneficiary of this

change.

he current clause is resulting 1n discriminatory treatment of assessees having units

d the Domestic Tariff Area (DTA) vis-a-vis assessee having

located both in SEZ an
place since February

units located only within the SEZs. This anomaly has been in

2006 when the SEZ Act an

anomaly will be a very big ince

d Rules became operational. The rectification of the

ntive for companies to move into the SEZs as they can

ports from SEZs separate from similar rebate earned

a outside SEZs in the countr
cexport turnover of the unit’ is

keep the tax rebate earned on €X
from their units in DTA (or the are
and duties apply). As per current
divided by the ‘total turnover of th

y where normal taxes

Section 10AA,
e assessee’ for calculation 0
eaders in the 0&G ESO industry say this is
e of the big ESO companies, as in many

EZ too. The current wording of the

f exemption from

income tax on export profit. Industry 1

currently hurting the units, particularly thos

cases the companies have units outside the S
imits the extent of tax holiday. Due to this anomaly, big

Provision significantly 1
practically do not get any tax

over of an SEZ unit’ should be

d not by the ‘total turnover of

Companies with units in the SEZs and outside SEZs,

holiday. Industry leaders 52
divided only by the ‘total tu

y that the ‘total export turm
rnover of the SEZ unit’ an
the assessee company-’

ESO sector running units in zones like Software
[ not need to set up separ

on 10A relating to Softw

For instance, companies in IT/
Technology Parks and in SEZs wil
both areas, Before the year 2000, Secti

ate shell companies for

are Technology Parks
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of Indi ; '
ia (STPI) and the erstwhile Export Processing Zones and Section 10B (relatin
g
ded as ‘total turnover of

t 2000, the

to Export Ori '
xport Oriented Units) of the Income Tax Act were Wor

the assessee’
ssee’ regarding calculation of income tax. Later on in Finance Ac

f]narl int y ]

the A i '
ct, the total turnover of the ‘assessee’ means the turnover of the ‘undertaking’

The i i i i
clarification said the section shall not have any material relationship with the

other busi 1
business of the assessee outside these zones. Similar correction is required in the

e SEZ act also. After the aberration is removed, many 0&G

obal Industry & Services Limite
y India, Aker Solutions Limited, Bechtel India

current provision of th
ESO players like ABB Gl
Engineering Centre, Shell Technolog

d, Emerson Export

Limited etc. would not need to set up separate companies for units running in

different tax jurisdictions.

hub for O&G ESO

¢ Indiaas a trusted sourcing
o serve the entire

Recommendation No. 2: Promot
Today, there is a clear need to com
&G ESO from outsourcing t
mment of India should us
ernments in foreign market
hnology investments to In
ote the country as an o&

municate India’s potential t

o consulting and research to markets across

spectrum of O
the globe. The Gove
that the industry and gov
India and attract more tec
Ministry can take lead to prom
with existing O&G ESO players i
Chamber of Commerce and Industries
(CII) and National Association of Software

replicate the country’s success in IT/ITeS/B
end user 0&G

¢ its influence to address any concerns

s may have regarding investing in
dia. The Indian Commerce
G ESO hub in partnership
bodies like Federation of Indian

of Indian Industries
(NASSCOM) to

arking on novel

n the country,
(FICCI), Confederation

and Service Companies

PO sectors by emb
companies, consulting companies,
P 0&G ESO

ors,
e capitalists to set u
stment and

initiatives to attract invest
reneurs and ventur

entrep
»g efforts tO create inve

ain competitor in this market is
f 0&G

engineering companies,

dia. This will accelerate the government

centres in In
chapters, India’s m
n offshore destination O

ave seen in earlier
promote India as @

China and govemmental support to
can make the difference.

jobs. As we h

engineering services
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The i - . :
e industry body Confederation of Indian Industry (CII), coined the phrase ‘Served

from India’ that is bei
dia’ that is being tout as an umbrella brand for Indian services, similar to the

‘Made in India” brand being used for ma

to : . 1
launch this brand and has finalized its design an

nufactured Indian products. CII has geared up
d logo. Thrilled by its creation, the

ill encompass sectors like

i .
ndustry body has even applied for a copyright. The brand w
s, design services and bio-technology. It will be used as

S )
oftware, IT enabled service

an umbrella brand to promote th thin India and

¢ Indian services sector, both wi

oversea - i v
s. A strong country brand helps compani€s that operate in it. Over time, a
b

stron . i i
g country brand equity also helps retain market share and command price

rong country brand should inclu

h the brand, aggressive and targ

de a distinctive and credible

premiums. Building a st
eted communication

proposition that is consistent wit

and consistent, aligned execution.

port the 0&G ESO industry t0 host events like expositions,

h within the country and at
plain India’s value propos

s will enable the stakehol

The government could sup
overseas locations to provide

r .
oad shows and seminars bot
ition and evince interest

an opportunity for the industry to ex

ders to interact and
ia’s capability in
players like

Japan, Korea and the United
e 0&G

among target customers. Such event

orations and partnerships and also showcase Ind

network on collab
n engineering in O&G sector amongst key

Y, United Kingdom, France,
dian private firms alr
research and develo

o can us€ these foru

research and innovatio

Australia, Britain, German
eady established in th

States. There are a number of In
oing

ESO business together with state run
R&D in 0&G wh

s and achievement

pment organizations d
ms to showcase their

s. The Indian govemment could instil

end user 0&G companies on the

path-breaking work in

domain expertise service
confidence among international investors and

following aspects:
e issues fundamentalists and

o do business. Th
es like the United States of

afe destination t
y a global isst
nited Kingdom ar
g investors an

gs in ndia i8 hassle-

e India is a S
terrorism i toda e and even countri
e not immune {0 this

d end user 0&G companies that the

America and the U

government control

¢ Instil confidence amon
free and that

for doing busine

processes
m and only as ©

will be minimu mbudsman
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e  Explain India’s long-term sustainable competitive advantage in both people and

infrastructure
b for both low cost and hi gh-value activities

rrespective of the political

¢ Promote India as a leading global hu
¢ Explain India’s sustained political commitment i
n the government. It is very important to pr
Government's policy and strengthen investor ¢

o the International investor community

oject continuity as the

parties that fon
onfidence

essence of the Indian

¢ Explain India’s strength in R&D' t

* Showcase India’s global delivery model and communicate the business value

and competitive edge to global enterprises

f Fortune 500 companies that are operating in India

*  Propagate success stories O

to the investor community

In short, what is required is to build a brand in 0&G engineering and technology

which has never been attempted by any nation so far.

r education and advanced degrees related

Recommendation No. 3: Invest in highe

to O&G engineering
s forecast India to be one 4

mong the few countries with the

ployable age group by the year
s in the service industry,

Demographic studie
distinct advantage of surplus personnel within the em
2020. Notwithstanding this, W
professional bodies like NASSCOM e
to meet the estimated

dustry. This shortage 1

ith the current growth rate
stimate that India will fac

growth requirements for th
s already evident in the IT/ITeS/BPO

e a severe shortage of
' W
skilled personnel e software and
engineering service in
r engineering services, technology

y to emerge as a hub fo
Jability of high skilled human

nd upon the adequate avai
growth rates in the so

ortunities for the young €n
alent available for core engineering and

segment and India’s abilit
innovation and R&D will depe

resources. MoreoVver, the high

frware industry in India is
gineers and science

Creating attractive employment opp

graduates creating @ dearth of good t
s are needed in the education system as

manufacturing disciplines Significant change

well as infrastructure and fa meet the growing demands of the

directly linked to creation
t the quantity of

culty requirement to

industry. The road ahead for India in the services sector 1S
of quality higher education [nstitutions in a big way. It is not jus
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engineerl . .
gineering graduates that matter, the quality too is of utmost importance. The current

cation are inadequate to

be able to attract

resources 17 C 1
urces owned and aided by the government for higher edu

ustry. Moreover, Government should

serve the needs of the ind

nvesting in setting up world class institutions in the

private investors and FDI into 1

country.

r this study to ensure ample talent pipeline for

Fo : . }
llowing are my recommendations afte

the 0&G ESO industry:
g in the field of Petroleum, Energy

alized institutions of higher learnin
eum and Natural Gas Studies,

*  Start speci
and Oil & Gas in the model of University of Petrol
a Public Private Partnership model.

s should focus on imparting Sp

g. M. Tech in Petroleum Refining and

Chennai and M. Tech
y with UPES)

Dehradun (UPES) on

. . . . . . .
Existing educational institution

ecialized courses

to improve domain expertise (e.
d Anna University,

Petrochemical Engineering offere
ation Technology, Pune jointl

offered by Indian Institute of Inform

exposure to global practices and systems.

d Trade Organization t0 in

overnment should encourage foreign universities

r collaborate with exist
a education

and impart
clude higher

¢ expanding role of Worl

* In view of th
to come to

education, the G
India to set up in ing Indian

[nstitutions, colleges/i

dependent operations 0
pstitutes. Foreign Direct Investment (FDI) i

ade free from long drawn approval processes-

or for educational loans and

me status. Developed

should be hassle free and m
y being a co-guarant
y inco
tes have implemented s

and the United Sta
ancement in Science and

*  Help needy students get loans b
nterest subsidy base
ke United Kingdom

ich have paved

d on actual famil
uch

deciding i

countries li
way for their adv

schemes wh

Technology-
d to ensure that there is nO cheating or hoax,

*  While a regulatory set up is require

fixation of fees sh

ould not be in state control.

lop qualiﬁed man

istry of Petroleum
ge training Pro

¢ short term brid
ME / M. Tech and three year Diplomas in

power 10 serve the needs of the global
Gas (MOPNG) should

grammes, long term

* With an aim {0 deve

0&G industry the Min
accredit coursess conduc

AICTE approved COUrses like
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Exploration and Production engineering and Hydrocarbon technology in

addition to the normal engineering disciplines. In this way the MOPNG should
than solely depend on the

contribute to the development of required skills rather

Ministry of Human Resource Development to accredit and create world class

engineers and technologists.

R .
ccommendation No. 4: Open the doors of PSU & R&D institutions for

collaborative research

India has -
as a number of techn mic institutions under

Units (PSUs) are not
etween Industry,
f as an O&G

of information

ology and research and acade

G . )
overnment control. However, the doors of these Public Sector

open for the industry or the O&G ESO companies. Collaboration b

R&D organizations and academia will help India position itsel

rnment 8

attain synergy for value addit
e R&D resources

hould allow exchange

technology hub to the world. The Gove
jon to existing

a e e
nd facilities between these institutions to
g to integrate the availabl

willin
ould require improved communication and

f congenial working

knowledge base. Industry should be

i : : _
Nto its business strategy. This W
understanding, faith in mutual growth and development ©
search institutions doing work in ‘islands’ €-&

relationship. There are a number of re
Petroleum, Dehradun,

Engineers India Limited — R&D laboratory, [ndian Institute of

R&D centres at end-user companies ¢

Kerala (now a subsidiary of Bharat

g Kochi Refineries Limited, Ambalamugal,
Petroleum Corporation Limited), Chennali
(now a subsidiary of
at Faridabad,
Indian

ion Limited, Manali,
ation Limited) and Indian Oil Resear
search jnstitutions -

Petroleun Corporat

Indian Oil Corpor
Haryana. In addition to this India has the following I'¢
i India Limited R

Dehradun; En
.cal Laboratory pune (NCL);

Nagpur (NEERI); Industrial
ch Establishment

& D Centre, New Delhi;

Institute of Petroleum,

Reliance Research Laboratories;

nmental Engineerin ute,
now (IT RC); Gas Turbine Resear

Bangalore (NAL); Indi
e for Military Airworthiness and

National Enviro
Toxicology Research Centre, Luc Insti
boratories, an Institute of

(GTRE); National Aerospace La
(1ICT); Centr

Chemical TechnologY I—Iyderabad o '
Certification. Bangalore (CEMILAC) and academiC institution Jaboratories at the
, y utes of TechnologY> Indian Institute of Science,

Government owned Indian Instit
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Bangalore and University ; .
- fl.L []1\‘{,151[} [nstitute of Chemical Technology and UPES and TIFR i
- ate sector. Each of these L‘nrgunizulions have their ndependent core in
areas and success lies in'i , ¢ strength
. .Lu._h.\ lies in integrating these objectives 1nto a common national goal of
¢ India an O&G ESO hub for the world. A typical proposed coll'lb;r'lti\c
e ¢ 16

igure 7.3

researc -
rch model is as depicted in F

Academia

0&G ESO
industry

Public/Private
Sector R&D
Labs

r Indian 0&G ESO industry

posed collaborative research model fo

Figure 7.3: Pro

Recommendation No. 5: Promote Innovation and R&D
in the future. Indi

key requirement for success 1
ost technology

he govemment an

a has the potential
and process

d the

Innovation will be @
as a leading
&G engineerin
everal actions t
term, the gov
t in the worl

rage compan

-C

o emerge
his potential, t

g. To realise t

o transform th d create enablers

einvention for O
€ eco-system an

industry can undertake s
d focus on enhancing and

the medium
match the bes
ent tO encou

d. India already has strong IPR laws;

ies to commer

of innovation. In

enforcing IPR law$ to
er enforcem

developed technologies and proceSSGS-
in R&D 10 matc

er cent of GDP, lower than in

cialise in-house

they need strong
h the best in the

Further the govemmem S
world, Current spending on R&D 1N [ndia amot!
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Chin
a (1.44 per cent) and Russia (1.77 per cent). A comparison of the number of

ws that India is lagging behind the

I'esc ~|y oo -
archers per million people across countries sho
romote Innovation and R&D:

developed nations. The following enablers are required to p

. e : .
Provide 150% weighted tax exemption on in-house R&D expenditure in the

0&G ESO sectors
. :
The draft Innovation law proposed by Ministry of Science, Technology and

ences should be thoroughly examined from an 0&G ESO perspective.
laborative R&D scenarios on IP

best practices should arrive at

Earth Sci
s should be on the various col
using
jowed for each scenario. E.g. for

The focu
d revenue sharing models and

a set of prescribed models that will be fol
vernmen

developing new and innovative
s for

ownership an

t collaboration etc.

Industry-academia collaboration, industry-g0

e Thematic Innovation Clusters specifically for

solutions for O&G SErvices,
ify 3-4 Tier2/3 cities as €

ote

integrated design and process plant hub
merging innovation hubs and build

automotives. Ident
a due to close

n to develop and prom
Kochi due to €

these (€.8 Vadodar

an integrated pla
o Refinery and

yali refinery, lose proximity t

proximity to Ko

Petrochemical plants)

aboration on R& j-partite agreements with

e International Coll D - Enter into bi
t lnstltutlons

ation infrastructur

rdization, Testing &
pstantial capital investmen

and gometimes even
ith premier ed

hese Wit

foreign Governmen
e - There is a huge requirement for

nd Quality centres across the country.
t which is difficult for

the large companies
ucation

¢ Investment in innov

Measurement, Standa

This infrastructure requires SU

small 0&G ESO players inp

grants to O&G ESO players for

process; and many 0&G

thus losing their chance to have
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7.2 OVERALL CONCLUSIONS OF THIS STUDY

hiS Stud H 1 1

BRIC nati i
nations for O&G ESO industry and have ascertained the following using a

c
omplementary approach of Comparative Case study (that primarily relied on dat
a

f .

rom secondary sources) as well as from the Statistical analysis of primar dat
surveyed. T
location for O&G ESO industry in all

parative Case study MVA and One-

N India emerged as a Highly Favourable

the three types of analysis techniques (Com

way ANOVA) used in this study.
nal lead from its nearest competitor China among the block of
service provider destination for the 0&G ESO industry that

d by the Highest Median and Lowest Standard Deviation.
ection 5.1 of Chapter-3.

e  India has a margi
BRIC nations as a

has been ascertaine

r this analysis are identified in S

The variables used fo
“Moderately Favourable’

d both India and China as

* Russia ranked behin
cation in the comparison of

destination and Brazil emerged an ‘Unfavourable’ 10

s for O&G ESO.

Location Attractivenes
petition for talented and s

killed workers globally is

e The increasingly heated com
ge of technical personnel with specialised skill sets

resulting in an overall shorta
ated to the O&G domain

consequential]y resulting in higher wages for the

rel

fewer resources available.
g business a8 compared

n the overall outsourcin

es a commanding lead i
g associa

to other BRIC counterparts in general owing to its lon
decades with IT/ITeS and BPO industry. In addition India also

e of several ESO com the Automotive,

Telecom, Consu
ms) and

. India tak
tion of over two

has established
Aerospace,

panies operating in
Industrial

mer Electronics,

presenc
Hi-Tech (Semiconductor,
tion, Medical devices, Computing syste
the Indian educational system graduates aro
India’s topP technical institutions,
d the Indian Ins
wor

Utilities domain.
und half a million

Automa
led by the Indian

*  Every yean
technical professionals.

Institutes of Technology an
bally as jnstitute
univer

titute of Science, Bangalore are

1d’s best technical brains. India

s that produce

e University of Petroleum & Energy

renowned glo
is also setting Up SPeCialized sities 1ik
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Studies
jes, Dehradun, Uttarakhand; Pandit Deendayal Petroleum University.

G G .
andhinagar, Gujarat and Rajiv Gandhi Institute of Petroleum Technology, Rai
, Rai

Bareilly, Uttar Pradesh.

. Tl‘l ~ . . . +q e
e labour force in India 18 familiar not only with the job content but also with

oductivity expectations of major global

k ethics, processes, quality and pr
lished MNC O&G ES players in the

the wor

clients due to the long association with estab

country.
. :
While on the people front, India clearly leads amongst the BRIC constituents

pull down India’s ratings o0 the ‘Operations

infrastructurce weaknesses

technology and Infrastructure’ variable.

y and intellectual property
s with offshore operation

ssia but trails behind Bra

protection are growing CONCErns for

* Data securit
better against

MNC companie
both China and Ru

s. However, India scores
zil on this front.

nt stage and provides an opportunity

into a high growth orbit. The

e has the potential for India to not

n India is still in a nasce
ulting Indian players

his industry can achiev

The O&G ESO industry i
that is capable of catap

nment in

transformational impact that t
clusive growth enviro

ut also build a truly in
am, Midstream and
comes will require b

ate governments,

s in the

only achieve global {eadership, D
Downstream activitie

ether with the Upstre
ation

reakthrough collabor

and industry bodies (e.&

propriate actions required t0 maximize the

eriority as the preferred

d, this thesis outlines

the country tog

country. Achieving these ambitious out

amongst industry players, central and st
NASSCOM, CII, FICCD)
global sourcing market

sourcing destination are

- to ensure that ap
ustain India‘s SUpP

potential and S
at en

ed in key areas such as:

the policy actions requir

pre talent pool
jtancy Services for 0&G

e Developing high cali
consu

g niche servi ‘Hi gh-end’

. .
Developin ce areas and

ESO industry
¢ Building adequate basic, business infrastructure t
e  FEnsuring @ favourable pusiness policy and regulatory environmen
ing players

¢ Collaborative approach with exist
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Cflaptcr-f

r Innovation and R&D

e  Fostering a sustainable ecosystem to
[ ] ‘ M H
Establish India as a trusted global hub for 0&G ESO - managing risks

effectively

7.3 LIMITATIONS OF THIS STUDY
itations of the study some of which are mei

y is limited in geographical terms
[ndia and China. Although, in some sections of the

itioned below.

There could be lim
o the four BRIC

e The scope of the stud

cconomies — Brazil, Russia,
ut other developing economies have been used
?

report data and information abo
t a wider

this has been done solely for reference purposes only so as to presen
the study and analysis and

Otherwise,
ur BRIC nations only.

rch methodology used. Based on the

nted in the study is qualitative. The
es the

comparative perspective.

recommendations are focused on the fo

® . . .
There are limitations in terms of the resea

od, the primary data prese

is derived from seco
h data. For instance, som

Case study meth
ndary Sources and carrl

quantitative data
e of the

ally associated with suc

e outdated, partly irreleva

nt or left partially unutilized for

disadvantages typic
secondary data may b

the purpose of analysis.
£ 18 respondents (60%) in
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7.4 CONTRIBUTIONS OF THIS STUDY
The major contributions of this study can be enumerated as below

The immediate contribution of the study is to add to the available literature on
e 0&G

R : o . .
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. Similar studies could also be done for specific regions. For instance, country

specific studies could be done for Eastern European nations that are also vying

for the market share in the 0&G ESO business.

ve research methodologies such as detailed survey questionnaires could

numerical data amenable to rigorous statistical

. Alternati

be used to generate a lot more
analysis. This could lead to a different perspective of some of the issues
addressed in this research.

e Rescarch studies advancing the agenda of the present study could also offer

research directions. For instance, an extension to the study

meaningful future
can be done by taking up indiv

study. Such an approach could present oppo

idual elements of the issues discussed in this
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opportunities for future research.
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