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EXECUTIVE SUMMARY

EXPORT POTENTIAL OF MANAGEMENT & ENGINEERING CONSULTANCY

Introduction

India has been globally recognized for its fast paced development. The service sector has been
growing at a fast pace and now contributes more than 50% to the GDP.

Management consultancy includes services contracted for and provided to organizations by
specially trained and qualified persons, who assist in an objective and independent manner, the
client organization to identify management problems, analyze such problems, recommend
solutions to these problems, and help, when requested, in the implementation of solutions.

Engineering consultancy is defined as application of physical laws and principles of
Engineering (The application of scientific principles to practical ends as the design,
construction, and operation of efficient and economical structures, equipment and systems) to
a broad range of activities in the areas of construction, manufacturing, mining, transportation
and environment.

Types of Consultancy Organisations

Since the origin of consultancy, the firms have been characterized by diverse functional areas
such as engineering, accounting, law, or banking. Consulting organizations are generally
classified as Management consultancy organizations, Engineering consultancy organizations
and Others which include Legal consultancy organizations, Socio Economic consultancy
organizations and Financial consultancy organizations.

Clients

Most consultancy assignments originate with the request from the client. A useful technique
for identifying the real decision-maker early in the project is to propose several reasonable
outcomes for the client's problem.

The response to these reasonable ideas indicates whether or not the consultant is dealing with
the real client, the decision-maker. In consulting sector, the clients are broadly classified into
different categories i.e. Government institutions, funding agencies (Bilateral Agencies and
Multilateral Agencies), corporate clients and others like Non Government organisations.

Drivers for Consulting Services

The demand for consulting services tends to increase with the economic development of the
country. The requirement for consultancy services stems from a diverse range of clients,
largely governed by the large corporate sector and the Government in various forms, viz,
country, institutions, bilateral / multilateral agencies

Indian Consultancy Industry

After Independence, the Indian Government had focused on investment in core industrial
sector and infrastructure. The investment in these sectors attracted various construction and
engineering companies to explore the business opportunities and contribute their expertise in
these sectors. Domain experts were required who could provide their core skill and
competence in designing and building the core industry, dams, roads, buildings etc.

Over the years, as the Indian industry started maturing, the Indian consulting industry also
started expanding, not only in terms of size, but also in terms of the service offerings. Over the
period, specialist consulting advice was being sought by clients in India and this opened the
opportunity for a number of specialist organizations to draw on their specialist knowledge base
and resources to meet the demand for specialist consulting services.
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Size of the Consultancy sector in India

The development of consultancy capabilities and business is directly proportional to growth in
economic and industrial development. Due to the nature of the industry, getting accurate
estimates of its size is difficult. It is estimated that the consultancy business in India engages
about 100,000 persons in about 5000 consulting firms. According to estimates, the current size
of the consulting industry in India is about Rs. 10,000 crores including exports and is expected
to grow at a CAGR of approximate 25% in the next few years.

Sectoral Coverage / Services

The nature of consultancy services varies in its content and extent. The Reserve Bank of India
classified management and engineering services under other Business Services as per WTO
classification which is indicated in their publication ‘India’s invisibles’. Given the recent spurt
in contributions from the services sector, efforts are underway to provide accurate estimates of
the services industry size, however such efforts may not offer the expected results, since the
consulting industry by nature is very diverse and encompasses a wide array of services and
sectors. Many of the services and sectors overlap and it is not possible for accurate estimation.

Export Performance of the Indian Consulting Industry

An analysis of the consultancy contracts secured by Indian project overseas has been carried
out by Exim Bank of India. As per the analysis, the geographical dispersion of contracts
secured during 1995 — 96 to 2000 — 01 indicates that consultancy contracts were secured
largely in West Asia which accounted for 39% number wise and 46% value wise followed by
South East Asia and Pacific & South Asia. South East Asia constituted 22% both by number
and by value whereas South Asia was 18% number wise and 16% value wise. According to the
2002 data of the Federation of Indian Export Organizations (FIEO), India's share in global
trade in services was about 1.3%. India’s share of consultancy exports is about 0.5% of global
trade in services.

Competitiveness of Indian Consultancy Exports

International firms are larger in size and operate across countries which give them market
access to these countries and also the opportunity to tap the market for consulting business.
However Indian consulting organisations are growing with great pace to compete with
international organisations

Local presence in the countries benefits multinational organisations in liaisoning with clients
in these countries with sustained business development resulting better prospecting record with
large expenditure on business development when compared to Indian firms who largely
depend on proactive business development in these countries at low business development
cost.

Government Initiatives

In the recent period, the trade policy in India reflects the strategic importance of India’s
comparative advantage of trade in services. The services sector has been identified as a thrust
sector for trade policy. The Foreign Trade Policy, 2004 — 09 has announced the setting up of
Services Export Promotion Council to map opportunities for key services in import markets
and to develop strategic market access programme.

Some of the key initiatives of the government in promoting exports of consultancy services are
through Market Development Assistance (MDA), Market Access Initiative (MAI) scheme,
proactive EXIM Policy and EXIM Bank schemes.

Government also provides exemption on service tax for export of consultancy services.
However due to lack of clarity in the provisions in the present notification, consultancy export
may be affected.

-S-2-



Export Promotion of Consultancy and Consultancy Development Centre

Management Services from India Ministry of Commerce and Industry

Income tax exemption under section 80 ‘O’ need to be reinstated to enhance consultancy
export.

Strengths and Weaknesses of Indian Consulting Industry

The major strengths of Indian consulting organizations include professional competence, low
cost structure, diverse capabilities, high adaptability and quick learning capability of Indian
consultants

The major weaknesses of Indian consulting organizations, which has hindered the export
growth of consulting sector in the country, are low quality assurance, low local presence
overseas, low equity base, lack of market intelligence, low level of R&D

Consulting Opportunities in Commonwealth of Independent States (CIS)

After the break-up of erstwhile Union of Soviet Socialist Republics (USSR), the
Commonwealth of Independent States (CIS) was created in December 1991. The CIS unites
the countries of Azerbaijan, Armenia, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova,
Russia, Tajakistan, Turkmenistan, Uzbekistan and Ukraine. Emerging from the controlled
soviet economy, the CIS countries are united in their quest for economic development.

Considering the consulting opportunities which would follow economic development
initiatives in the region, this region has been selected for a study of the export potential for
consulting services. For purpose of this study, two countries i.e. Kazakhstan and Turkmenistan
have been selected and studied in details. The country profiles of both the countries are given
in the following section.

Kazakhstan

Kazakhstan is a member of the CIS and an erstwhile member of the USSR. The capital of the
country is Astana. Kazakhstan was one of the earliest and vigorous reformers among the
countries of the former Soviet Union. In 2003 Kazakhstan’s estimated GDP was US$30.8
billion, an increase of 9 % over 2002. Per capita GDP was US$1,794. Services contributed
54.8 %, industry 37.8 %, and agriculture 7.4 % to the GDP in 2004. According to 2004
estimates, the state revenues are US$8.67 billion and expenditure is US$8.968 billion.
Kazakhstan’s current rate of inflation is 6.9 %, slightly higher than the 2002 rate of 6 %.

The sectors, which show maximum potential for consultancy services in Kazakhstan, are
Geology and Mining Transportation, Telecommunication, Tourism Sector, Urban
Development Sector, Health Sector and Energy Sector.

Turkmenistan

Turkmenistan, southwest of the former Soviet republics of Central Asia, is located on the
eastern shore of the Caspian Sea.

In the early 2000s, the contribution of Turkmenistan’s state-run agriculture sector to Gross
Domestic Product (GDP) has increased under close state supervision

The sectors which show maximum potential for consultancy services in Turkmenistan, include
Geology and Mining, Construction, Health, Urban Development and Agriculture.

Consulting Opportunities in Southeast Asia Region

Southeast Asia is located on the equator, which means almost the entire region falls within the
humid tropics and covers an area of about 4,100,000 square kilometers.

For purpose of this study, two countries i.e. Indonesia and Vietnam have been selected and
studied in detail. The country profiles of both the countries are given in the following section.
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Vietnam

Vietnam is located in Southeast Asia, bordered by the Gulf of Tonkin and the South China Sea
to the east, China to the north, Laos and Cambodia to the west, and the Gulf of Thailand to the
south.

In 2004, Vietnam’s GDP was US$227.2 billion. The national GDP has shown impressive
growth and Vietnam is one of the fast growing economies in the region. Vietnam’s economy is
expanding at an annual rate of more than 7 % and is one of the fastest growing in the world.
Agriculture had the dominant contribution in the overall GDP of the country. Its contribution
has progressively decreased over the years with manufacturing taking the lead followed by
services and agriculture.

The sectors, which show maximum potential for consultancy services in Vietnam, are
Manufacturing (textile and garments), Energy (Power), Geology and Mining (Oil and gas),
Agriculture and Rural Development, Transportation (Highways) and Tourism.

Indonesia

Indonesia is located in Southeast Asia. It lies between the Indian and Pacific oceans and
between the continents of Asia and Australia, south of Malaysia and the Philippines, and
northwest of Australia.

In 2004, the GDP was US$ 827 billion with average annual growth of around 5 %. Over the
last three years, Indonesia has made remarkable progress in achieving macroeconomic
stability, in reducing the economy’s vulnerability, and in restoring external viability.

The sectors, which show maximum potential for consultancy services in Indonesia, include
Geology and Mining (Oil and Gas), Manufacturing (Petroleum, Pharmaceuticals), Agriculture
and rural development, Transportation (Ports and Railways) and Telecommunication.

Consulting Opportunities in East African Region

East Africa includes Kenya, Tanzania, Uganda, Rwanda, FEthiopia and Burundi.
Geographically, the region is well known for its magnificent physical features. The region is
witnessing economic development initiatives at various levels in a number of countries.
Considering the potential for consulting opportunities Ethiopia and Uganda have been selected
for the study. The country profiles of both the countries are given in the following section.

Uganda

Uganda is located in the heart of Sub Saharan Africa with one fifth of its area covered with
fresh water (Lake Victoria).

In 2004, the GDP of Uganda was USS$ 7.7 billion, with a real GDP growth of 5.9%.. Sector
wise contribution to the GDP in 2004 was 38.8% in Agriculture and allied sector, 19.5% in
Industry and 41.7% in services.

The sectors, which show maximum potential for consultancy services in Uganda, are
Infrastructure, Energy, Education & IT enabled services, Agriculture and Rural Development,
Manufacturing sector, Health and Demography, Geology and Mining, Transportation, Energy
and Information Technology.

Ethiopia

Ethiopia is located in eastern Africa in the southern Red Sea region. It borders Sudan on the
west, Eritrea on the north, Djibouti and Somalia on the east, and Kenya on the south.

The sectors, which show maximum potential for consultancy services in Ethiopia, are
Agriculture and Rural Development, Tourism , Manufacturing sector , Geology and Mining ,
Transportation sector , Energy, Water Management , Telecommunication ,Construction and
Health.
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Recommendations and Action Plan

E.2

Growth potential for consulting services is envisaged to be high in South East Asian and East
African countries as these countries are pursuing fast track development plans across diverse
sectors. In the CIS countries, although all of them have development agenda, they are
comparatively not as fast paced as the east African countries and the development potential is
limited to a few sectors. The key strategies and action able plans are broadly categorised into
four following categories

e Market understanding includes conducting field based exploratory studies in the target
markets, creation of database of local consultants, setting up the mechanism for
gathering market intelligence

e Promotion includes organizing “Consultancy Trade Marts (CTM)” in the target
countries, -organizing delegations of Indian industry to target countries, creating
awareness of Indian consulting capabilities within the Indian Embassies in these
countries, Tax benefits, identify and empower a nodal agency for sustainable promotion
of Indian consulting business and developing closer ties with bilateral and multilateral
institutions

e Focused marketing includes strategic alliances with local consulting firms, creation of
Consultancy Development Fund (CDF) and merger & acquisition

e Quality assurance includes appointment of a regulator for quality assurance.

ENGINEERING DESIGN OFFSHORE SERVICES

Introduction

Engineering Design offshore Services transfers ideas and designs into functional components
that can be manufactured and marketed in a short time period The common composition of
team for Engineering Design offshore Services include Design Leaders, Design Engineers,
Program Managers, Detailers, Technicians, Specialist in Tooling and Die design &
manufacturing.

With this trend, Indian engineering design consulting organisations are increasingly looking to
potential locations like USA, UK and Japan. Keeping this in view, these three countries have
been identified for studying the export potential of engineering design services.

Engineering Design offshore: The concept

The engineering design offshore requires the understanding of international projects and
availability of IT infrastructure and engineering manpower.

Clients

The Clients for the engineering design offshore consultancy services include large
international companies operating in the sectors of Engineering services , Automobile &
manufacturing , IT and software who directly outsource their design and development
requirements to have a competitive advantage of cost & benefits of different time zones.

Size of the Indian Engineering Design Services

The engineering services organisations have keen interest to capture the design services from
overseas due to their expertise in segments such as automotive, aerospace, engineering designs
etc.

The total worldwide revenues for the engineering services are estimated at about $170 billion.

International Development Centre estimates that the worldwide market for outsourced
engineering services was worth $69.8 billion in 2001, with a forecast to grow at a five-year
compounded annual growth rate (CAGR) of 12.2 per cent, to $123.9 billion in 2006.
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NASSCOM assesses that outsourced engineering services to India have a market potential of
$7-12 billion. The present value of work undertaken by Indian vendors in ET services was
about $500 million.

Services offered

Almost all design services such as preparation of component drawings & designing, operations
process parameters, detailed engineering designs & drawings can be outsourced to India.

Competitiveness of Indian organizations

The five countries where major services are being off shored are India, Philippines, Canada,
Ireland, and Russia. While Canada and Ireland are on the high cost side, Philippines, Russia,
and India are the low cost end.

SWOT Analysis of Offshore Services

The strength of offshore industry is its cost effectiveness, large pool of trained engineers, well
established engineering industry, time zone advantage for real time solutions, good IT
infrastructure, reputed affordable IT education, English-speaking professionals, Government
Incentives, Influx of talent from other educational streams.

The weaknesses of offshore industry is the low promotion of Indian capabilities ,lack of local
presence of the Indian engineering industry, low level of knowledge on international standards
and codes, non-adherence to contract schedules and deliverables, low lifestyle image in India,
data security etc.

The opportunities of offshore industry are India’s edge in outsourcing market with its ability to
combine skills with cost. India has a long history in the sector of automobiles and aerospace.
These are the sectors where India has demonstrated its manufacturing capabilities. In addition,
there is the presence of the local talent pool in the manufacturing sector. India perceives a
situation where cross-functional teams — IT engineers understanding design capabilities and
plant and process engineers trained in IT— will operate in this segment.

The threats of offshore industry are China, which is likely to emerge as a strong competitor for
India. China has demonstrated its capabilities as an offshore destination for manufacturing of
automotives, cellular phones and consumer durables. European clients still prefer European
consultants due to the locational advantage. The challenge faced by Indian companies
operating in the engineering service markets is trained talent in the sector. Since the sector
requires some practical knowledge which is normally not imparted by colleges, it is up to the
various companies to train these individuals who are already well-versed in domain
knowledge.

Industry Drivers

The major drivers which are promoting offshore services from India include growth in Indian
economy, excellent communication facilities, abundant Indian human resources, excellent
advancement in outsourcing technologies, cost effectiveness and adherence to standard quality.

Engineering Outsourcing from United States of America

US have market-oriented economy, where private individuals and business firms make most of
the decisions, and the federal and state governments buy the required goods and services
predominantly in the private marketplace.

U.S. foreign trade and global economic policies have changed direction dramatically during
the several years that the United States has been a country. The US economy though a lot
better than other economies, faces some other long-term challenges.

Outsourcing of engineering services from U.S. to low cost countries has been going on for
many years, particularly in the oil and gas industry. Out sourcing services from US alone is
estimated at US$ 1.6 trillion. The construction sector has a share of 15%.
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The outsourcing includes a wide range of services including design and architecture. Other
services that lend themselves to outsourcing continue to be those that are of repetitive and data
processing nature, such as Computer Aided Drafting (CAD), mapping and GIS.

The potential manufacturing sectors wherein the offshore consultancy opportunities exist
include Electronic design Automation, Automotive and Infrastructure.

Engineering Outsourcing from United Kingdom

The United Kingdom is the world's leading trading power and financial centre. The economy
of United Kingdom is the strongest in Europe and it was this relatively good economic
performance that had complicated the government's efforts to join the European Economic and
Monetary Union (EMU).

The potential manufacturing sectors wherein the offshore consultancy opportunities exist
include Aerospace, Construction, Automotives, Chemicals, Power, Oil & Gas and
Engineering.

Engineering Outsourcing from Japan

A member of OECD, Japan is the second largest economy in the world, with a per capita
Gross National income of US$ 34510 (2003). In terms of purchasing power parity,
manufacturing has been the basis of Japan's economy since the 1960s and today accounts for
just over 20% of current-price GDP.

The potential manufacturing sectors wherein the offshore consultancy opportunities exist
include Telecommunication, Microelectronics, Biotechnology, Information Communication
Technology

Recommendations and Action Plan

The overseas companies have assessed that they can improve their bottom line further by
taking advantage of lower labour costs through offshore activities. A broad spectrum of
opportunities is available to Indian companies providing services in areas of engineering
design, development and delivery of specialized components; offshore product development
opportunities.

The tax benefits available to IT firms should also be extended to engineering design offshore
firms to build synergy between the two which would enhance export of engineering design
services.

The key strategies and action able plans are broadly categorised into four following categories

e Market understanding includes detailed field based studies of the identified sectors in
the target countries

e Promotion includes delegations / mission to target countries, Tax benefits and
identification & strengthening of a nodal agency for promotion of Indian engineering
capabilities

e Focused marketing includes strategic alliances with local consulting firms, negotiate
against trade barriers, credit facility and support creation of world-class infrastructure
facilities in the form of Engineering Offshore City which could be an integral part of
existing IT Parks

e Quality assurance includes recognition of Indian qualifications.
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1 INTRODUCTION

India has been recognized globally for its fast paced development in the recent past. The service sector
has been growing at a fast pace and now contributes more than 50% to the national GDP. Recognising
the potential of services sector in the country, the Ministry of Commerce and Industry, Government of
India has identified few services where the country has potential and capabilities to offer to the global
market. These selected services, which include Consultancy and Management services, are derived
from a list of 161 services identified by World Trade Organisation (WTO). The Government of India
aims to promote India’s export capabilities in these services across the world.

Department of Commerce, Ministry of Commerce and Industry under Market Development Assistance
(MDA) programme is undertaking various export promotion and development activities. As part of
this initiative, geographically targeted promotion campaigns called Focus Area Programme have been
launched by the Ministry of Commerce and Industry. These focus area programmes include Focus
Latin American Countries(LAC), Focus Africa and Focus Commonwealth of Independent States (CIS)
wherein these programes support market promotion activities for Indian goods and services in these
regions by way of organizing specialized "Made in India' exhibitions, translation facilities in regional
languages, market survey, setting up of warehousing facilities, opening of foreign offices, preparation

of product catalogue, inviting prominent foreign delegates and buyers to India, etc.

In line with this initiative it was felt that potential for the management consulting, engineering
consultancy and engineering design offshore services needed to be studied to assess the current
situation and ascertain the future prospects of consulting services exports to selected regions and
specific countries in these regions. Three regions were selected for assessing the potential for
management and engineering consultancy services exports were — South East Asia, Eastern Africa and
the Transition countries of East Europe specially CIS countries. Six countries, two from each region
were targeted for the study. Besides these the potential for export of Engineering Offshore services

were to be studied for United Kingdom, United States of America and Japan.
Ministry of Commerce and Industry approved the proposal of the Consultancy Development Centre

for assessing the export potential for management consultancy and engineering design offshore
services to these countries under scheme of MALI.

1.1 Study Objectives

The objective of the study was to assess the potential for exports of Management Consultancy,

Engineering Consultancy and Engineering design offshore from India in the identified countries.
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1.2

Scope of Work

The scope of work for the proposed study includes the following:

To explore and identify specific markets/regions, which offer opportunities for export of

Consultancy.

To explore and identify specific services areas which in particular offer scope for exports in

markets identified as above.

To identify the constraints and gaps inhibiting the performance of the export of Consulting
services as well as barriers, if any, that affect the competitiveness of the Indian Consultants
and needs for strengthening the sector to enhance the export of services as well as to meet

future challenges.

To explore the possibility for strategic alliance with local partners in these countries for

providing Consultancy services in long term from India to these countries.

To assess the potential of Indian Consultancy Industry to offer the Consulting and
Management Services in above markets and areas. The competitiveness of Indian
Consultants vis-a-vis the major international players in the above markets shall also be

examined.

To suggest measures including domestic reforms to make Indian Consulting services
internationally competitive as well as strategies to bridge the gaps. This will also suggest the

action required by various stakeholders including Govt. of India.

The matrix representing the regions selected for the study is presented in the table below.

Services Regions Countries
South East Asia Indonesia, Vietnam
Management and engineering Consultancy | : | East Africa Uganda, Ethiopia
Services Tranistion Khazakastan, Turkeministan
Countries of East
Europe specfically
CIS countries
Engineering Offshore Services : USA, UK and Japan




Export Promotion of Consultancy and Consultancy Development Centre

Management Services from India Ministry of Commerce and Industry

1.3 Approach

The assignment was planed to be undertaken primarily through desk based research, however during
the course of the assignment it was felt that primary research was required to a larger extent to fill the
gaps in information from the services sector, where authentic data and information was largely not
available. A Project Review Committee was constituted to regularly appraise the work undertaken by

the team.

The assignment was planned to address following three issues:

1.3.1  Situation Analysis

Situation analysis was undertaken to assess the current scenario of the Indian consulting industry in
terms of sectors, services, markets and firms. An analysis of trends in context of broad macro
economic indicators helped in identifying factors that influenced the consulting market. Based on
analysis of these trends, the market access for consulting services in the target countries was

examined.

Situational analysis involved an analysis of the consulting industry in India and globally, profiling the
countries in terms of resource endowments, sectoral developments and review of historical trends and
key factors that influence consulting market in these countries. The situation analysis helped in
assessing the strengths and weaknesses of the Indian consulting industry as an exporter of consulting

services.

1.3.2 Assessment of Opportunities

Opportunity scanning was built on situation analysis and in this step the team identified promising
sectors and services that can be targeted for exports by Indian consultants in these countries. This
assessment was undertaken in the context of sectoral developments, major donor and country
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strategies, country development programmes, economic and geo political issues and competition.
Assessment of opportunities enabled in identifying the Opportunities and Threats that could influence

the Indian consulting industry in its quest for consulting services exports to these countries.

1.3.3 Suggested strategy

The suggested strategy bridges the gap between the current situation and the future opportunities.

1.4 Methodology

The assignment was undertaken by a team of consultants through an interactive and consultative
approach. The team worked in close coordination with the Project Review Committee throughout the
course of this assignment. The assignment involved the following major tasks.

e  Team Mobilisation.

e Inception meeting with the Project Review Committee.

e  Formulation of the work plan based on the inputs received from the inception meeting.
e  Secondary research and collection of basic data and information.

o Designing data-collection protocols and analysis plan and circulating them amongst

consulting firms to elicit their response.
e  Primary research.
e Data and information compilation, collation and analysis.
e  Draft Report preparation, submission and presentation.

e  Submission of Revised report incorporating comments.
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Figure 1.1: Methodology
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An important part of the assignment was to develop a clear work plan identifying the services and
sectors that were to be covered in this assignment. The assignment was planned to be based primarily
on desk based research and limited primary research. However, during the course of the assignment, it
was felt that primary research was required to a larger extent than envisaged earlier to address gaps in

information on the industry.

Desk research involved capturing data and information from published sources. Such information was
sourced from diverse sources including — CDC library, our own in house data bases, Internet, Trade
Associations/ Institutions etc. The bibliography of information collected is given in Annexure 1 to this
report.

Primary research involved interaction with a cross section of stakeholders including trade associations,
consulting firms, FICCI, CII, NASSCOM, FIEO, DSIR, UNCTAD, Embassies, EXIM Bank, Reserve
Bank of India etc. The list of contacts made for this assignment is given in Annexure 2 to this report.
Apart from questionnaires was developed and mailed to more than 1000 consulting organisations,
institutions and embassies in these target countries to elicit detail information related to study. The

questionnaire is given in Annexure 3
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Data and information from the desk research is collated and analysed.

1.5 Report Format

The report is divided in two Parts i.e. Part 1: For Engineering and Management consultancy services
(Chapter 2 to Chapter 6) and Part 2: For Engineering Design Offshore consultancy Services (Chapter 7
to Chapter 9). The report format is given as follows.

Chapter 1: Introduction

Part 1: For Engineering and Management consultancy services

Chapter 2: Consultancy Industry

Chapter 3: The Indian Consulting Industry

Chapter 4: Consulting Opportunities in Transition Countries of East Europe specifically CIS Countries
Chapter 5: Consulting Opportunities in South East Asia Region

Chapter 6: Consulting Opportunities in East Africa Region

Part 2: For Engineering Design Offshore consultancy Services

Chapter 7: Engineering Design Offshore Industry

Chapter 8: Indian Engineering Design Offshore Industry

Chapter 9: Potential Sectors/ Services

Conclusions, Recommendations and Action Plan

Chapter 10: Conclusions, Recommendations and Action Plan

1.6 Limitations

1.6.1  For Engineering and Management consultancy services

Consulting is a very diversified industry involving broad based and specialised services that are
customised to the specific requirements of the clients. Getting accurate estimates of its size and scope
through desk research is not possible. This was further strengthened through primary research when

the nodal agencies in the country including The Reserve Bank of India cited limitations in capturing
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authentic international trade related data and information from this industry. Thus, quantitative
estimates on the sectoral scope and size of this industry was one of the limitations of this assignment

1.6.2 For Engineering Design Offshore consultancy Services

Engineering design offshore consultancy services is considered as the sub set of IT Enabled Service.
The information about market size and share is one of the limitations of the study.
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2 CONSULTANCY SECTOR

21 Defining Consultancy services

Consultancy is a knowledge based activity. It is an instrument for enterprise restructuring and
privatization, improvement of productivity and quality management systems and better social
orientation. It is an across-the-board integrative mechanism to streamline enterprise efforts around the
main strategic objectives and to improve competitiveness.

The Webster’s dictionary describes ‘consulting’ as an adjective - ‘providing professional or expert
advice’ and a consultant as ‘one who gives professional advice or services, an expert.” (Source
Webster Dictionary) Thus consultancy can be described as an act of providing professional inputs.
‘Professional’ and ‘expert’ are the key terms in the context of describing consulting services and
therefore the industry straddles a wide range of professions and expertise.

Since consultancy is a broader term and includes wide range of activities (ranging from management
consultancy, engineering consultancy, legal consultancy, financial consultancy), therefore for the
purpose of this study, consultancy sector is divided into two major categories i.e. Management/
Advisory consultancy sector and Engineering/ Technical consultancy sector. This report covers
consultancy which does not include software consultancy. In following sections of the report, we have

made an attempt to cover issues related to above mentioned sectors only.

21.1 Management Consultancy

Management consultancy would include ‘services’ contracted for and provided to organizations by
specially trained and qualified persons who assist, in an objective and independent manner, the client
organization to identify management problems, analyze such problems, recommend solutions to these
problems, and help, when requested, in the implementation of solutions. A broader services provided
under management consultancy sector is given in the table 2.1

Table 2.1: Management Consultancy Services

MANAGEMENT CONSULTANCY SERVICES

Baseline studies

Market assessment

Market entry strategies

Resource mapping

Opportunity scanning

Techno-economic viability

Investment Advisory Services

Pricing strategy

Financial Services
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MANAGEMENT CONSULTANCY SERVICES

Business case planning

Corporate strategy

Organisations System Planning

Management Information System (MIS)

Logical framework analysis

Monitoring & evaluation

Asset Valuation & certification

Revival and restructuring

Mergers and acquisitions

Policy and regulatory issues

The development of management consultancy business for a firm develops over time as can be seen
from past experience. While providing accounting and financial advisory services, the latent demand
for strategic business advice was identified as a result of which major accounting firms established
strategic management consultancy businesses to meet this need. Similarly Engineering consulting
firms established management consulting institutions to target the business advisory services. Off late
Information Technology firms have been seen to be targeting backward linkages with fully equipped

management consulting divisions.

21.2 Engineering / Technical Consultancy

Technical Consulting include professional services offered to clients in specific professional domains,
engineering, medicine, agriculture, etc., to solve technical problems. Thus Engineering Services would

be included in the Technical Consulting services domain.

Consulting engineering is defined as application of physical laws and principles of engineering (The
application of scientific principles to practical ends as the design, construction, and operation of
efficient and economical structures, equipment, and systems) to a broad range of activities in the areas
of construction, manufacturing, mining transport and the environment. The International Technology
Education Association defines engineering as involving “the knowledge of the mathematical and
natural sciences (biological and physical) gained by study, experience, and practice that are applied
with judgment and creativity to develop ways to utilize the materials and forces of nature for the
benefit of mankind.” Under the GATS Classification system Engineering and Architectural services
fall within the professional services category, which is in turn a sub-category of business services.

A plethora of services can be said to fall within Engineering consultancy services; which are numerous
in number and also continuously evolving in specialisation. The services offered by engineering
consulting organizations are preparation of preliminary and final plans and designs, provision of
technical services during the construction or installation phase, and inspection and evaluation of
engineering and environmental projects. The principal activities of consulting engineering
establishments involve the design and management of construction and engineering infrastructure
projects; environmental projects; and industrial processes and equipment. The broader sub sectors and
services covered in engineering consultancy are given in table 2.2
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Table 2.2: Classification of Engineering Consultancy Sectors

Areas

Consultancy services

Facility planning

EIA and planning services
Feasibility and concept design
Financial planning
Geotechnical and contamination
surveys

IPPC authorisations

Statutory approvals assistance
Surveys and site appraisals
Transportation and planning studies

Facility construction e  Architecture and landscape design e Inspection and expediting services
e  Civil and structural engineering e  Mechanical and piping engineering
e  Construction supervision and e  Plant layout and cranage
management e  Process engineering
e  Design planning and co-ordination e  Procurement including EPCM
e  Electrical and instrumentation e  Safety audits
e Foundations and geology e  Testing and commissioning
e  Front end design and basic
engineering
Facility management and e  Asset management e  Contracts review
) e  Asset valuations
operation
Due diligence services e  EMS and environmental audits . qul_utipn gontrol and waste
e  Expert witness minimisation
e Information data management e  Safety assessments and audits
e  Operation and maintenance manuals @  Solid waste management
e Owners’ and lenders’ engineer e  Technical audit
e  Training
Project management e  Contract administration e  Programme management
e  Cost estimation and control e  Site supervision, testing and
e  Planning and scheduling commissioning
e  Planning supervisor e  Supply chain logistics
e  Plant de-bottlenecking e  Tender documents and negotiation
e  Value management
Engineering and environmental ~ ® Building management systems e  Hazop studies and risk analysis
e  Clean rooms and sterile services e  HVAC and refrigeration
e  Combined heat and power e  Material and energy balance
e  Control and SCADA systems e  Materials handling
e  Cooling water systems e  Scale-up from pilot plants
e  Effluent treatment systems e  Steam generation and distribution
e  Energy conservation e  Stress analysis
e  Fire safety e  USFDA/MCA standards
e  Fuel oil and gas systems e  Water supply and distribution
2.2 Consultancy Services Providers

Ever since the origin of consulting at the turn of the 20" century, the spectrum of firms has been

characterized by a variety of professional backgrounds such as engineering, accounting, law, or

banking. At the beginning of the 20th century, individuals were consulted as 'efficiency experts' on

production procedures, time and motion.

It can be seen that development of consulting industry is largely dependent on the development trends

of the country. Consulting organizations can be classified into 3 major categories as given in Table 2.3
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Table 2.3: Classification of Consulting Organisations

CONSULTING SERVICE PROVIDERS NATURE

Management consultancy organizations The management consultancy organisations provide
their consultancy services in identified management
sectors like strategy planning, advisory services,
project management, market survey etc. These
organisations may be specialized in one sector or
provide multiple sector service under one roof. They
are operated as businesses owned and managed by

professional entrepreneurs.

Engineering consultancy Organisations The engineering consultancy organisations provide
their consultancy services in engineering sectors like
design planning and coordination, site supervision,
testing &  commissioning,, civil  structural
engineering, survey and site appraisal etc. They

provide multiple sector service under one roof-

Others Other consulting organisations include financial
consultancy  organisations, legal  consultancy
organisations, Socio  Economic  consultancy
organisations. They operate with an objective to
provide advisory services in particular sector. They
are equipped, qualified and trained to undertake

sector specific projects.

2.3 Clients

An obvious fundamental element of a successful consulting assignment is establishing who is a client.
Most consulting assignments originate with requests from the client. A useful technique for identifying
the real decision-maker early in the project is to propose several reasonable outcomes for the client's
problem. The response to these reasonable ideas indicates whether or not the consultant is dealing with
the real client, the decision-maker. In consulting sector, the clients are broadly classified into
following categories:-

2.31 Government Institutions

For development of a nation or state, state and central governments implement various projects
ranging from development of infrastructure to strengthening of any particular sector (Agriculture,
industry etc). For successful implementation of these projects, Government needs professional
advisory services of consulting organizations to help them in identifying projects, assessing the
viability of these identified projects and also configuring them in a manner to reap the maximum
benefits.

Government projects are by nature large, larger than most private sector projects and the consulting
needs too are therefore larger. Being large and having high development impact, projects owned by

Government require a wide array of specialist services and consulting advice and are therefore engage
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the maximum number of consultants. Corporate are the largest clients for the consulting industry
across the world

2.3.2 Bilateral Agencies

Bilateral aid, as the term suggests is based on understanding between two Governments. Bilateral
projects are primarily Government owned, however in this case the ‘Government’ assumes the role of
a ‘donor’ to aid the development of a less developed country. External aid programmes of USA, UK.
Japan, European and Scandinavian countries comprise the major largest chunk of bilateral
programmes and their agencies through which such bilateral aid are distributed are well known across
the developing countries and consultants. Some of the prominent bilateral aid agencies include.

- Department For international Development (DFID)

- United States Agency for International Development (USAID)

- Japan International Cooperation Agency (JICA)

- Deutsche Gesellschaft fiir Technische Zusammenarbeit (GTZ), Germany.

- Canadian International Development Agency (CIDA)

- Norwegian Agency for Development Co-operation (NORAD)

- Danish Agency for International Development (DANIDA)

- Europe AID

- Netherlands Overseas Development Agency (Dutch ODA)

- Swedish International Development Agency (SIDA)
- Australian Aid Agency (AUSAID)

Bilateral aid is largely project driven and funding is encapsulated in the form of projects or
programmes. Each project / programme goes through a cycle of design, implementation and closure.
Consulting requirements of diverse nature are felt in all phases of the aided project cycle, in designing
the project, monitoring and evaluation during the implementation period and evaluating the project
during its closure. Specific professional advice / services may be required to address typical problems.
These agencies engage individual consultants as well as consulting firms to meet their consulting

requirements.

2.3.3 Multilateral Agencies

Multilateral agencies are institutions that were established to fund and promote the development
initiatives in lesser developed countries. These agencies operate like financial institutions and source
funds from member countries, which include developed and less developed countries. Development
initiatives across various sectors in developed countries are funded through grant or loan funds by
these institutions. The World Bank is perhaps the most prominent of all these agencies that straddles
the globe. Besides, Asian Development Bank is the other major multilateral agency, targeting its
development activities in the Asian region only. Some of the major Multilateral Agencies include.

- The World Bank

- Asian Development Bank. (ADB)

- African Development Bank (AFDB)

- Caribbean Development Bank (CDB)
- International Fund for Agricultural Development (IFAD)
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- Inter-American Development Bank (IDB)

- International Telecommunication Union (ITU)

- United Nations agencies like UNCTAD, UNDP, UNECA, UNESCAP, UNESCO, UNIDO etc
- World Health Organisation (WHO)

- World Intellectual Property Organisation (WIPO)

- World Trade Organisation (WTO)

Similar to the bilateral agencies, multilateral agencies too require consulting services, albeit at a larger

scale, as inputs in designing, monitoring and evaluating their aid programmes / projects.

2.3.4 Corporate clients

The corporate sector is driven by entrepreneurial activity, efficiencies and higher profits. To enable
them achieve their objectives, they resort to consulting help to aid them in identifying new projects
that would help them diversify and grow, configure and establish projects and aid in increasing
efficiencies of established enterprises. Corporate sector requirements may range from business
advisory services to project engineering and strategic management issues. The size of consulting
contracts from the corporate sector may not be large when compared to the Government contracts,
however they offer frequent business given the larger number of corporate clients spread across the
globe.

2.3.5 Others

Others include non Government organisations which take services of consulting organisations in

advising them in project management, financial management, monitoring and evaluation etc.

24 Drivers for consulting services

The main drivers for consulting services can be linked with demand assessment for services. As seen
in the earlier sections, the demand for consulting services stems from a diverse range of clients, largely
governed by the large spenders viz. the Government in various forms — Country institutions, bilateral /
multilateral agencies and also by the corporate sector riding upward moving business cycles targeting

investments.
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Figure 2.1: Drivers for Consulting Services
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It can be seen from past experience, the need for consulting services tends to increase as a country
undertakes active economic development. Economic development initiatives are spurred by the socio
economic development needs of a country. Whereas the ‘pace’ of economic development indicates the
need for consulting services, the ‘stage’ of economic development would indicate the level / kind of
services required. Countries at the lower end of economic development require basic level of services
which are primarily turnkey and needbased to establish institutions for development. As the country
develops economically, the need for specialised services increases and such need stems from
increasing efficiencies and productivity. Multilateral aid is largely linked with the development
initiatives of a country since a country would need large funds to undertake a country level
development initiative and such funds are available from multilateral agencies. A country’s
development programme thus is a key driver for consulting services.

All the multilateral and bilateral agencies identify specific regions for undertaking their development
activities. These development activities are governed by international benchmarks, such as the
Millenium Development Goals, or are driven by political agendas, such as donor assistance
programmes in Afghanistan, Iraq etc. Thus the outlook of bilateral agencies towards a particular
country would drive the potential for international consultants in those countries.

The need for corporate level consultancy services is largely determined by the pace of economic
development that spurs industrial activity, which in turn creates the need for specialised consulting

services.
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3.3 Size of Consultancy Sector in India

Strong and consistent emphasis on self-reliance in its economic development programme over the last
five decades has enabled India to build up a huge and versatile cadre of professionals with expertise
and skills across a vast and wide-ranging spectrum of disciplines — Agriculture, Education,
Engineering, Communications, Transportation, Information Technology, Banking, Finance,
Management and a host of others. A sizeable part of this workforce of professionals makes up the
country’s growing consultancy sector, which is offering its accumulated experience and expertise at
home and abroad.

Consulting services is an area of substantial trade interest to India. The provision of these services to
export markets occurs across a wide range of economic activity, and to private and public sector
customers. In recent years, the consultancy sector has grown enormously. Development of
consultancy capabilities and business is directly proportion to growth in economic and industrial
development

Due to the nature of the industry, getting accurate estimates of its size is difficult. However as per
some research undertaken, it is estimated that the annual consultancy business in India is Rs 10,000
crores (excluding computer software services). According to one of the estimates in DSIR study in
year 2000, the consultancy business in India engages about 100,000 professionals in about 5000
consulting firms. (Source SP Aggarwal Consultancy Services in India 2005) In addition to this, there
are large numbers of domain experts / individual consultants who are providing consulting services in

various sectors.

34 Sectoral coverage / services

The nature of consultancy services varies in its content and extent. The domain of services is very
large, diversified and touch every sphere of social and economic development. For example,
consulting services contribute significantly to technology transfer between developed and developing
countries, particularly where consultants are engaged to contribute their expertise to projects managed
by developing country counterparts. Consultants provide advice to Government agencies on public
policy issues, such as regulatory reform, and the transition of sectors traditionally provided by central

Government to a more commercial footing.

Moreover by nature technical and management inputs may overlap as do sectoral boundaries. It thus
becomes an onerous task to correctly define and categorise the services and for a system to fully
address the diverse industry, the categories would themselves become too big and defeat the very
purpose. Internationally efforts have been initiated by stakeholders to offer a system for categorization
of different services. The services offered by consulting organization in India vary from sector to

sector based on the client requirement.
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3.5 Trends and Growth of the Consultancy industry

The Indian consultancy services industry has come a long way from its fledgling roots in the early
fifties. The skill sets, capabilities and expertise of the Indian consulting industry has increased many
fold and it has emerged from the provider of low value consulting services to an industry capable of
providing high value sophisticated services across the world.

A feature of India’s consultancy expertise is their capability and capacity to provide expertise
especially suitable for developing countries, besides offering consultancy services to developed
countries like the USA, UK, France, Germany, Australia and Russia etc. in sophisticated areas like
information technology, advanced financial and banking services etc. Leveraging India’s strengths in
information technology, the consulting industry has diversified its portfolio of services and also

expanded its markets.

Figure 3.1: Development of the Consulting Industry in India
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Given the nature of the consulting industry, accurate estimates of the industry’s size are not available
for trend analysis. The Reserve Bank of India classified management and engineering services under
other Business Services as per WTO classification which is indicated in their publication ‘India’s
invisibles’. Given the recent spurt in contributions from the services sector, efforts are underway to
provide accurate estimates of the services industry size, however such efforts may not offer the
expected results, since the consulting industry by nature is very diverse and encompasses a wide array
of services and sectors. Many of the services and sectors overlap and it is not possible to have accurate
estimates. According to one of the estimates, the current size of the consulting industry in India is
about Rs. 10000 crores including exports and is expected to grow at a CAGR of approximate 25% in
the next few years. (Source SP Aggarwal Consultancy Services in India 2005)
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Figure 3.2: Expected trend of the Indian consulting industry
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3.6 Export performance of the Indian consulting industry

An analysis of the consultancy contracts secured by Indian project exports overseas has been carried
out by EXIM Bank of India. These cover cases where consultancy firms have approached Exim India /
Working group for post award approval as well as those cases where EXIM Bank was aware of. It can
be seen that the geographical dispersion of contracts secured during 1995 — 96 to 2000 — 01 indicates
that consultancy contracts were secured largely in West Asia which accounted for 39% number wise
and 46% value wise followed by South East Asia & Pacific and South Asia.South East Asia
constituted 22% both by number and by value whereas South Asia was 18% number wise and 16%

value wise.

There is also a growing emphasis on competitive pricing, and an aggressive strategic marketing for
securing contracts. The contracts secured in the recent years have been quite diverse in nature,
indicating the growing versatility and technological capabilities of Indian project exporters.

The Ministry of Commerce and Industry (Gol) has identified regions like SAARC Region, Asia
[South/East/West (Afghanistan)], Africa, Middle East, Russia & CIS Countries, Latin American

Countries as potential markets for Project Export Sector.

According to Federation of Indian Export Organizations (FIEO), India's share in global trade in
services was about 1.3 per cent as per 2002 data. India’s share of consultancy exports is about 0.5% of
global trade in services. The trend in consultancy exports from India during 1997- 2002 is given in
following Figure 3.3

-18 -



Export Promotion of Consultancy and Consultancy Development Centre

Management Services from India Ministry of Commerce and Industry

Figure 3.3: Value of Consultancy Exports from India
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The country-wise value of consultancy exports is shown in figure 3.4.

Figure 3.4: Country-wise destinations of Consultancy Exports from India (2000-01 to 2002-03)
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Source : Lok Sabha Starred Question No. 289, dated 8.08.2003.

It can be seen from the above figure that West Asia has been the favoured destination of consultancy
exports from India followed by Africa and South East Asia.

3.7 Competitiveness of Indian Consultancy exports

An analysis of any service sector performance invariably gets analogized reference to the exceptional
software industry in the country. At the heart of the exceptional growth of export services from India
lies in the software exports. The Indian software industry, which has grown at an amazing pace, is a
successful player in the international software market and enjoys a good reputation. Moreover the
Indian software Industry has grown in tandem with the developments in this sector internationally,
thereby it was able to identify opportunities in the ever expanding market and creating its own space in

the international market place.

India has however been a late entrant to the international consultancy market where the consultants

from developed countries had taken a major share of the market much before Indian consulting
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industry came to this stage. Moreover, consultants from developed countries have been able to build
their reputation and networks.

Although Indian firms have targeted the global market for consultancy services, however the share in
the global market is quite small in this market where Indian firms face stiff competition from
consulting firms from across the globe, especially from the developed countries belonging to the
OECD countries. An assessment of the competitiveness of the Indian consulting firms when compared

to international firms across some major indicators is given in Table 3.1.

Table 3.1: Competitiveness of Indian Consultants vis-a-vis Major
International Consulting Firms

‘ INDIAN CONSULTANCY INTERNATIONAL
INDICATORS FIRMS CONSULTANCY FIRMS
Most of Indian consulting organizations Medium and Large
are small to Medium Type
Presence Have strong base in India and other Global presence

neighbouring countries

Resource Pooling
for Project Experts for large funding projects are Can pool expert resources from owned
Management and hired as per the requirement units and work globally

Implementation

Mostly Indian consulting organizations have a Mostly international consulting

Domain Expertise experience of working on majority of sectors organizations act as specialized in
in consultancy i.e wider capabilities their sector domain
Business Business Developed initiatives are proactive. ~ Have regional directors for business promotions
Development Due to limited global presence more efforts through local offices or sole department
P are required by individual (CEO/MD) or pool dedicated to the business development activities

TS

of business development managers work

Most of the Indian firms are by comparison smaller in size when compared to international firms. This
limits their reach and potential for prospecting exports business. International firms are larger in size
and operate across countries which give them market access to these countries and also the

opportunity to tap the market for consulting business.

International consulting firms, competing with Indian consulting firms in the markets under study have
a multinational presence. Local presence in the countries benefits them in liaisoning with clients in
these countries with sustained business development resulting better prospecting record when
compared to Indian firms who largely depend on sporadic business development in these countries.
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Indian firms need to hire experts to fulfil the technical requirements of consulting projects in these
countries, whereas International firms can pool in resources from their owned units spread across low
cost centers to provide the best technical competency at a lower cost. Indian firms by and large project
a generalist approach except for a select few. Comparatively, international firms project domain
expertise and thereby have a positioning on technical competencies.

International firms are seen to have a structured approach whereby business development is given
importance through positions in the organizations who concentrate on prospecting and developing
business. Indian firms on the other hand largely depend on the senior most members of the
organization to develop business, who are also involved in operational issues. According to a study by
EXIM Bank of India, The Indian consulting industry lost to international competition on various

factors which included

Uncompetitive It was noticed that Indian consultants were out priced as they
pricing of Indian were unable to competitively price their bids due to lack of
bids knowledge of cost structures in other countries.

Lost Bids

Absence of Local
presence in
target countries

Competition from
International
Firms

Low Equity Base
of Indian firms

Lack of effective
strategic tie ups

Investment in
research and
development

Results in information gap on key factors which are reflected
in uncompetitive pricing of Indian bids. Lack of local
presence results in lack of market intelligence decreasing
response time for Indian consultants in bidding contracts.

Difficulty in matching competition from consultants of
developed countries where lobbying is intensive. Firms from
competing countries offer attractive credit packages and
insurance coverage with support from their Government

Limits their reach and investments in furthering exports.

International tie ups are useful in consortium bids where the
overall cost of bids can be lowered without diluting the technical
competencies by substituting high cost consultants with
technically qualified lower cost consultants from countries like
India.

Need for increased investment in research and development
to increase capabilities in high value technical competencies.

Lost Opportunities

Loss of business

Low prospecting

Lost Opportunities

Low competency
image

The competitiveness of Indian consulting services can be improved by addressing these issues

to enable the industry in competing in the international market.

3.8 Government initiatives

India, which has been a signatory to to the General Agreement on Trade and Services (GATS) of the
World Trade Organisation (WTO), has made initial commitments binding it not to introduce

restrictions that could adversaly impact international trade in services. In the recent period, the setting
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of trade policy in India has reflected the strategic importance of India’s comparative advantage in trade

1n services.

The services sector has been identified as a thrust sector for trade policy. The Foreign Trade Policy,
2004 — 09 has announced the setting up of Services Export Promotion Council to map opportunities
for key services in import markets and to develop strategic market access programme. The rising
importance of trade is invisible in India’s balance of payments provides a unique opportunity for
exploiting the competitive advantage and positioning national interests strategically in the ongoing

negotiations under GATS.

Government also provides exemption on service tax for export of consultancy services. However due

to lack of clarity in the provisions in the present notification, consultancy export may be affected.

Some of the key initiatives of the government in promoting exports of consultancy services have been

elaborated below.

3.8.1  Department of Commerce, Ministry of Commerce and Industry

(i) Market Development Assistance (MDA)

Department of Commerce, Ministry of Commerce and Industry under its Market Development
Assistance (MDA) gives assistance to Export Promotion Bodies / Individual Exporters to undertake
various export promotional and developmental activities as prescribed in the MDA. Reserve Bank of
India (RBI) has revised the Project Exports Manual (PEM) thereby simplifying export procedures to
promote project exports. The followings are main objectives of Market Development Assistance
(MDA) scheme

e  To assist individual exporters for export promotion activities abroad.

e To assist Export Promotion Councils (EPCs) to undertake export promotion activities for
their product(s) and commodities.

e To assist consortium marketing approach abroad.

e To assist approved organisations/trade bodies in undertaking limited exclusive non-recurring
innovative activities connected with export promotion efforts of their members.

e To assist Export Promotion Councils to contest Countervailing duty/Anti dumping cases

initiated abroad.

e To assist Focus Area export promotion programmes in specific regions abroad like Focus
LAC, Focus Africa and Focus CIS programmes.

e To promote residual essential activities connected with marketing promotion efforts abroad.
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Focus Area programmes namely Focus Latin American Countries(LAC), Focus Africa and Focus
Commonwealth of Independent States (CIS) support market promotion activities in these regions
through EPCs, ITPO etc. by way of organising specialised "Made in India' exhibitions, translation
facilities in regional languages, market survey, setting up of warehousing facilities, opening of foreign
offices, preparation of product catalogue, inviting prominent foreign delegates and buyers to India,
etc.. Opening and maintaining foreign offices and warehouses in these regions by recognised
Export/Trading Houses and recognised consortium of Small Scale Industries (SSI) units are also
supported by the Scheme.

(i) Market Access Initiative (MAI) scheme

Government has initiated scheme i.e. Market Access Initiative (MAI) scheme under Plan Scheme to
act as a catalyst to promote India's exports on a sustained basis. The scheme is devised on focus
product- focus country approach to evolve specific strategy for specific market and specific product
through market studies/survey. Assistance is extended under the Scheme to State Governments/
Export Promotion Councils/Registered Trade Promotion Organisations/ Exporters, etc. for the
following components:

e  Marketing Studies

e  Marketing projects which may include showrooms, warchousing facility, display in
international departmental stores, publicity campaign and brand promotion, participation in

trade fairs, research and product development etc.
e  Export potential survey of the States

e Registration charges for product registration abroad for pharmaceuticals, biotechnology and

agro chemicals
e  Testing charges for engineering products

e  Study of WTO related matters

3.8.2 EXIM Policy

In exercise of the powers conferred under Section 5 of The Foreign Trade (Development and
Regulation Act), 1992 (No. 22 of 1992), the Central Government has notified the Export and Import
Policy for the period 2002-2007. This Policy shall remain in force upto 31* March, 2007 and will be
co-terminus with the Tenth Five Year Plan (2002-2007). According to EXIM Policy 2002-07, Duty
free import facility for service sector having a minimum foreign exchange earning of Rs.10 lakhs. The
duty free entitlement shall be 10% of the average foreign exchange earned in the preceding three
licensing years. However, for hotels, the same shall be 5% of the average foreign exchange earned in
the preceding three licensing years. This entitlement can be used for import of office equipments,

professional equipments, spares and consumables. However, imports of agriculture and dairy products
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3 THE INDIAN CONSULTING INDUSTRY

3.1 Introduction

After Independence of India in 1947, Government had focused on investment in infrastructure to build
the country. This investment had attracted various construction and engineering companies to explore
the business opportunities and contribute their expertise in the sector. The creation of infrastructure
needed, experts who could provide their services in designing and building the mega industrial units,
dams, roads, buildings etc. At that time consulting services were provided largely by concerned
Government departments or institutions. It was during that period that large public sector undertakings
were formed to bridge the consulting gap in development of key sectors of Petrochemicals, Fertilisers,
Steel and Railways etc.

As the country progressed through development and private enterprises were encouraged, private
consulting industry took roots in the country. During seventies some of the large Indian consulting
firms were established and as years progressed, a plethora of consulting organizations were established
in the country. Indian consulting firms were largely undertaking low value consulting assignments and
the higher value assignments were largely being covered by international consulting firms, who had

entered the country on the back of donor funded programmes and projects.

Over the years as the Indian industry started maturing, the Indian consulting industry also started
expanding, not only in terms of size, but also in terms of the service offerings. Over the period
specialist consulting advice was being sought by clients in India and this opened the opportunity for a
number of specialist organizations to draw on their specialist knowledge bases and resources to meet

the demand for specialist consulting services.

In the process of economic development, the high growth of services sector has been phenomenal in
recent decades. While services sector forms 56.2 per cent of the total GDP, the share of agricultural
and allied services and industry and manufacturing in GDP has been 22.1 and 21.7 per cent
respectively (Source: CSO, Gol). This is partly due to the boom in information technology. The rise in
the service sector's share in GDP marks a structural shift in the Indian economy and takes it closer to
the fundamentals of a developed economy.

3.2 Composition

The spectrum of firms has been characterized by a variety of professional backgrounds such as
engineering, accounting, law, or banking. It can be seen that development of consulting industry is
largely dependent on the development trends of the country. Consulting organizations in India can be
classified into major categories i.e. Management consultancy organizations, Engineering consultancy
organizations and others which includes Financial consultancy organizations, Legal consultancy
organizations, Socio Economic consultancy organizations, Individual experts and professionals
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shall not be allowed for imports against the entitlement. The entitlement and the goods imported
against such entitlement shall be non-transferable.

The supply of services where the payment is in Indian Rupees but which is otherwise considered by
the Reserve Bank of India (RBI) as having been paid in free foreign exchange is to be considered as

supply under the export promotion schemes.

3.8.3 EXIM Bank

EXIM has launched a number of measures aimed at boosting exports, in particular services exports,
and helping Indian companies globalize their business through joint ventures overseas

(i) Enhanced support for Multilateral Agency Funded Projects

Exim Bank encourages Indian companies to participate multilateral funded projects of World Bank,
Asian Development Bank, African Development Bank, European Bank for Reconstruction
Development, OECF-Japan and other official development agencies.

Under the programme called Strategic Market Entry Support, Exim Bank reimburses cost of bidding
up to Rs.10 lakhs per winning bid. Objective is to target opportunities in projects funded by
multilateral agencies which constitute a US$ 50 billion market and carry negligible payment risk. The
ceiling for reimbursement of Rs.10 lacs per bid has now been increased to Rs.15 lacs per winning bid
in new markets. Over the last ten years, Indian companies have submitted over 1600 bids valued at
over Rs.30,000 crores for such projects with a success rate of 16% in value terms. Exim Bank has
been focusing on this business segment for over a decade and supporting Indian exporters by way of

finance, information and advisory services.

(ii) Comprehensive package for financing Indian joint ventures overseas

EXIM Bank, in addition to equity finance, offer loans to Indian promoter companies for on-lending
loans to their ventures overseas. Exim Bank also provides guarantees on behalf of Indian promoter
companies to overseas lenders to enable Indian overseas ventures to access working capital and other

finance.

(iii) Export Marketing & Quality Certification

Exim Bank provides grant support to software companies for export marketing. Finance cover 50% of
expenditure for implementing strategic export marketing plans, aimed at developing/enhancing
presence in pre-identified target markets. Illustratively, these include participation in international IT
fairs and other similar events, preparation of quality promotional material for overseas marketing,

initial expenses incurred in setting up overseas offices as well as in building strategic alliances and
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agency arrangements. Software exporters also encouraged to secure international quality certifications
such as ISO 9000, TickIT, various levels of CMM-SEI which would enhance their credibility and
dependability in overseas markets. Exim Bank reimburse up to 50% of the expenditure incurred by
software exporters in obtaining such quality certification. An amount of Rs.10 crores has been
earmarked for supporting export marketing and quality certification for software exporters. Exim Bank
offers a comprehensive range of financing and services to meet entire needs of software exporters viz.
product development, export production, working capital, export marketing, overseas investment and
training for skill upgradation.

(iv) Enhanced Support for Indian Consultancy Overseas

India has great potential for export of consultancy services and these services have considerable spin-
off benefits. In order to promote greater use of Indian consultants in overseas projects, particularly in
developing countries, Exim Bank entered into an arrangement with IFC, Washington.

Under the arrangement, Exim Bank helps IFC and its agencies in recruiting Indian consultants for
short term assignments in Africa, in the Carribean and Central America, South Pacific, Poland,
Mekong Delta and other regions. Exim Bank provides funding for payment of professional fees to
Indian consultants. Funding agency i.e. IFC provides foreign exchange to meet other costs such as
travel, lodging, boarding, etc. Exim Bank has increased the fees payable to Indian consultants from

Rs.3,000/- to Rs.8,000/- per day and the number of assignment days from 60 days to 180 days.

It is hoped that this enhanced package will motivate Indian consultants to take up more overseas
assignments. Exim Bank maintains a computerized database on Indian consultants. So far, over 40
assignments have been undertaken by Indian experts under this programme in Africa, Vietnam,
Poland, Mauritius covering diverse areas such as oil and soaps, leather shoes, textile, financial

accounting and MIS, software development, FDI promotion.

(v) Adoption of exporting companies

Exim Bank will shortlist exporting companies whom it would offer to adopt i.e. work with them on a
proactive basis to help boost their exports. The Bank will meet the entire financing requirements of
adopted companies. Advisory services will also be offered. Thus comprehensive financing will be
available under one umbrella. In the software sector, the Bank has shortlisted 25 companies to whom
this facility would be offered.

(vi) New Facility for Indian consultancy in Africa

Exim Bank is entering into a Co-operation Agreement with the Nairobi based PTA Bank to facilitate
use of Indian consultants in PTA financed projects in Africa. PTA Bank, founded in 1985, is a
regional development bank and is the financial arm of the Preferential Trade Area (PTA) of Eastern

and South Africa now known as COMESA. PTA Bank finances projects in its member countries who
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are its shareholders. Exim Bank has had close relationship with PTA Bank starting with a line of credit
of US$ 6 million extended by Exim Bank to PTA Bank in 1992. If Indian consultants could be
engaged by PTA Bank for the projects financed by them, it could lead to downstream benefits for
Indian companies for supply of machinery, turnkey projects and investment. The profile of projects
financed by PTA Bank covering pharmaceuticals, plastics, steel rolling, textiles, financial services
suits Indian capabilities. Exim Bank will fund the professional fees payable to Indian consultants
selected by PTA Bank at the maximum rate of Rs. 8,000/- per day up to 180 days, as in the case of the
IFC arrangement. Exim Bank's grant support would catalyze exports and investment from India to
COMESA and supplement Exim Bank's efforts in supporting Indian exports to Africa through lines of
credit, supplier's credit, forfeiting, equity finance for Indian joint ventures in Africa.

3.9 Strengths and weaknesses of the Indian consulting industry

The strengths, weaknesses opportunities and threats analysis of the Indian consulting industry was
undertaken through research of documented information and data on the subject and interaction and
debate with leading consulting firms in the country who have participated in international competitive
bids for consulting projects and have also executed internationally funded projects.

3.91  Strengths

The major strengths of Indian consulting organization which has propelled the growth of consulting

sector in the country as it emerged from the interactions are

A

v~ Professional A good professional education system coupled with industrial development has
< > Tanili ; i
Competence ensured availability of technically competent resources for the consulting industry.
PN Y
vAg —— T . "
<( )>  Low Cost Structure Cost structure in India is competitively positioned presenting a capability to offer
DA comparative technical competence at lower costs.
—
v A Y Diverse Capabilities Diversified economic development in India with corresponding development of
49@5 consulting industry around diverse sectors and domains has resulted in a
capabilities in a wide range of sectors.
P
v A J High adaptability
o o and quick learning Indian consultants display a high degree of adaptability to new processes, systems
N4 capability of Indian and technologies, being able to quickly learn and assimilate them.
P

consultants

It was a common observation that Indian consultants projected an image of professional competence
with rich and diverse experience
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3.9.2 Weaknesses

The major weakness of Indian consulting organization which has hindered the growth of consulting

sector in the country are

consulting industry does not enjoy international brand equity. Lack of
promotion of Indian consulting capabilities are a major drawback of the
industry.

» Indian consulting firms largely do not have permanent / representative
' No Local Presence 8 sy P P

. » Unlike the Indian software indust hich is globall ell recognized,
' No Brand Equity " SR s v b

offices / presence in the target countries. This results in gaps in market
intelligence, low level of networking and lack of local knowledge

international firms. This results in low financial resources to meet the
demands of prospecting for exports and meeting the costs of bidding for
export projects..

. » Indian consulting firms are comparatively smaller in size when compared to
' Low Equity Base 8 P Y P

X opportunities for export opportunities which appear in local publications.
Intelligence Besides lack of networking at the local level results in loss of time for Indian
consultants to strategise their bids.

' Lack of Market » The Indian consulting industry lacks in market intelligence on business

»  Although technically competent, the Indian consulting industry looses out to
competing international firms on new technologies and processes. Indian
firms present credible technical competence on dated technologies, which
have lower value and demand.

' Low level of R&D

an image of professionalism and benchmarking with international quality

Quality Assurance »  Although considered professionally competent, the industry fails to portray
' standards.
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4 CONSULTING OPPORTUNITIES IN TRANISTION COUNTRIES OF
EAST EUROPE SPECIFICALLY CIS COUNTRIES

4.1 Introduction

After the division of erstwhile Union of Soviet Socialist Republics (USSR), the Commonwealth of
Independent States (CIS) was created in December 1991. The CIS unites the countries of Azerbaijan,
Armenia, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Turkmenistan,
Uzbekistan and Ukraine. Emerging from the controlled climate of the soviet economy, the CIS

countries are united in their quest for economic development.

Considering the consulting opportunities which would follow economic development initiatives in the
region, this region has been selected for a study of the export potential for consulting services. For
purpose of this study, two countries i.e. Kazakhstan and Turkmenistan are selected and studied in
detail. The country profiles of both the countries are given in the following section.

4.2 Kazakhstan Country’s Profile

aussin | Name: Republic of Kazakhstan

g
Pelropaiiovs

RUSSIA

Paviodart
*ASTANA

Qostanay
(Kostanay)

:
Oral
(Urafsk)

.
; St Capital: Astana
"Adtbe (SeMiostngl) g

{Aktobe) Qaraghandy® Kamondgorsk}
(Karaganda)

Atyradl
,[ntw:‘

Baykonur
.Casmudmma

Area: 2,669,800 Sq. Km.

*Bayqongyr Baykeny)

Aglal

) *Qyzylorda i
(Kyzylorde)

Tongi

Amaty, sy

CHINA

Population: 15,185,844

TURKMENISTAN

Languages: Kazakh and Russian

Literacy: 98.4%,

Currency: Tenge
GDP: In 2003 Kazakhstan’s estimated GDP was US$30.8 billion, an increase of 9 % over 2002. Per

capita GDP was US$1,794. Services contributed 54.8 %, industry 37.8 %, and agriculture 7.4 % to the
GDP in 2004.

421 EXPORT-IMPORT STATISTICS

The export and import statistics is given in Table 4.1.
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Table 4.1: Export Import Statistics

Exports: $18.47 billion f.0.b. (2004 est.)

Exports - oil and oil products 58%, ferrous metals 24%, chemicals 5%, machinery 3%,

commodities: grain, wool, meat, coal (2001)

Exports - partners: | Russia 13.5%, Bermuda 13.4%, China 10.4%, Germany 9.2%, Switzerland 9.1%,
France 6.7% (2004)

Imports: $13.07 billion f.0.b. (2004 est.)

Imports - machinery and equipment 41%, metal products 28%, foodstuffs 8% (2001)

commodities:

Imports - partners: | Russia 33.9%, China 13.6%, Germany 9.6%, France 6.8% (2004)

Source : CIA Fact Sheets

4.2.2 Foreign Investment

Kazakhstan has received about 80 % of the total foreign investments in Central Asia. Led by the
international oil industry, Kazakhstan’s foreign investment has increased steadily, and in 2002 some
87% of Kazakhstan’s total investment came from foreign sources. Chevron Texaco, a major investor

since 1993, has a US$3 billion investment commitment for Kazakhstan’s oil industry in 2003-05.

4.2.3 Major Donor Agencies / International Financing bodies to Kazakhstan

U.S. Trade and Development Agency (TDA)

World Bank

International Finance Corporation

European Bank for Reconstruction and Development (EBRD)
The Asian Development Bank

German Technical Cooperation

European Development Fund (EDF)

For more details about Kazakhstan, refer to Annex 4 (Kazakhstan Country’s Profile)

4.2.4 Potential For Consultancy Sectors in Kazakhstan

Demand for consulting services in Kazakhstan emerged in the early 1990’s and was limited then to
business planning services—accounting for almost 80% of total services—while auditing, legal advice
and asset valuation services were used to a lesser extent. In the country, services offered by consulting
companies have become more sophisticated and new areas such as management consulting, HR- and
IT-consulting, manufacturing consulting, strategic planning and other professional services have
started catching up. At present, there are approximate 200 local consulting organizations providing
services in various areas. International consulting companies, especially the “Big Four” corporations
(PriceWaterhouse Coopers, KPMG, Deloitte & Touch, Ernst &Young) are largely represented in
Kazakhstan. The scope of consulting services is dependent on the future development trends of the
country. Estimation of the future development of the country would depend on the assessment of its
development agenda and identified growth drivers.

-20 -



Export Promotion of Consultancy and Consultancy Development Centre

Management Services from India Ministry of Commerce and Industry

During the Soviet period Kazakhstan was an agrarian raw materials supplier of the former all union
economy, where the military industry played the major role. The main economic content of last 13
years has become transition from the central command planning to a market system. During these
years, Kazakhstan has made considerable progress in implementing complex political, economic and
social reforms to establish a democratic state with a market economy. At the same time, Kazakhstan
Government’s top priority is to encourage foreign direct investments into industry, agriculture
innovation, processing sectors in order to decrease the dependence of the Kazakhstan’s economy on
energy and extracting sectors and to ensure continued growth of the economy.

An analysis of the available Kazakhstan economy indicates that economic advance of recent years
continued through 2004 with GDP rising by 9.4%. The boom was fuelled by a combination of high
world oil prices, expanded domestic production, buoyant investment, strong domestic consumption,
and prudent macroeconomic policies. Gross domestic product (GDP) grew 9.2% in 2003; 9.8% in
2002; and 13.5% in 2001. Because of its strong macroeconomic performance and financial health,
Kazakhstan became the first former Soviet republic to repay all of its debt to the International
Monetary Fund (IMF) in 2000, 7 years ahead of schedule. In March 2002, the U.S. Department of
Commerce upgraded Kazakhstan to market economy status under U.S. trade law. The change in status
recognized substantive market economy reforms in the areas of currency convertibility, wage rate
determination, openness to foreign investment, and government control over the means of production
and allocation of resources. The analysis of Kazakhstan economic sector show that share of

agriculture, industry and service sector in GDP is 8.3%, 39.8%, 30.9% respectively.

Today over 40 States of the World actively invests in Kazakhstan and the common sum of investments
exceeded 25.8 billion dollars. Mining sector has received maximum (60%) of foreign investments.
Kazakhstan Government initiated direct investment in machine building, processing, transport and

social infrastructure.

In year 2004, Industry sector output grew by 10.1%-with manufacturing grew by 8.9%, spurred by the
engineering and chemical subsectors (up by 32.5% and 11.5%, respectively) revealing the first signs
of economic diversification, as food processing, machinery building, oil refining, and chemicals all
showed marked production increases.

The construction strengthened by 11.2%, reflecting significant investment in housing and
infrastructure in the new capital, Astana. Based on the broad-based expansion in activity and incomes,
the services sector increased by 10.8%, in part driven by transport, communications, banking and

financial services activities.

The perspective Kazakhstan’s economy is closely connected with the further integration into
international economic relations, utilization of reserves of energy and mineral resources, vast
possibilities to export industrial and agricultural products, optimum employment of country’s transit
potential and also with availability of highly qualified specialists in different spheres.
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Innovative Industrial Development Strategy of the Republic of Kazakhstan for 2003-2015 is
formulated. The Industrial-Innovative Development Strategy aims to develop priority nonextractive
sectors in the context of a competitive economy. Detailed studies carried out by government have
identified seven priority clusters: tourism, oil and gas engineering, food, textile, logistics services,

metallurgy and construction materials.

The strategy formulates the state economic policy for Kazakhstan for the period up to 2015 and aims
to support sustainable development of the country through non-extraction oriented diversification of
the economy. Production of competitive and export oriented goods and services in processing
industries and services is the major focus of state innovation industrial development policy.

Kazakhstan has large oil and natural gas reserves. With sufficient exports options, Kazakhstan could
become one of the world’s largest oil producers and exporters in the next decade. Kazakhstan’s
strategic aspiration is to become a modern, diversified economy with a high value added and high-tech
component, well integrated into the global economy. The focus of the Kazakhstan government is
primarily on the primary sector (oil and gas) as it is the key driver for the growth. Oil, gas, and mineral
exports are key to Kazakhstan's economic success and have attracted most of the over $18.4 billion in

foreign investment in Kazakhstan since 1993.

In secondary sector, industry related to food, pharmaceutical and textile are important sectors which
need immediate focus. In tertiary sector, urban development, transportation, tourism,
telecommunication, management services, power and health are key areas where consultancy services

can be provided in Kazakhstan

4.2.5 Potential Sectors/ Services For Consultancy

After analyzing the economy growth, future potential and counrty’s vision, sectors which show

maximum potential for consultancy services in Kazakhstan are

Geology and Mining
Transport
Telecommunication
Tourism

Urban Development
Health

Power

Potential Sectors for
consulting services in
Kazakhstan

The rationale for potential sectors for consultancy is briefed below

(i) Geology and Mining

Kazakhstan has been perceived globally as a supplier of oil, gas, ferrous, non-ferrous, rare earth and
noble metals and uranium products. Kazakhstan has been developing pursuant to a classical economic
scenario due to comparative economic advantage of rich mineral resources endowment. Major
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deposits of petroleum, natural gas, coal, iron ore, manganese, chrome ore, nickel, cobalt, copper,

molybdenum, lead, zinc, bauxite, gold and uranium.

e Oil and gas is the leading economic sector. Production of oil and gas condensate in
Kazakhstan amounted to 59.3 million tons in 2004, which was 16% more than in 2003.
Kazakhstan raised oil and gas condensate exports to 52.4 million tons in 2004, 18% higher
compared to 2003. Gas production in Kazakhstan in 2004 amounted to 11.6 billion cubic
meters, down 16% compared to 2003. Kazakhstan holds about 4 billion tons of proven
recoverable oil reserves and 2 trillion cubic meters of gas. The large resource based in oil

and gas offer opportunities for consultancy services in the country.

e Industry analysts believe that planned expansion of oil production, coupled with the
development of new fields, will enable the country to produce as much as 3 million barrels
per day by 2015, lifting Kazakhstan into the ranks of the world's top 10 oil-producing
nations. Kazakhstan's 2004 oil exports were valued at more than $11 billion, representing
over 50% of overall exports.

e  Major oil and gas fields and their recoverable oil reserves are Tengiz (7 billion barrels);
Karachaganak (8 billion barrels and 1,350 billion cubic meters of natural gas); and Kashagan
(7-9 billion barrels). To attain this global position in government feels that planned approach

and strategy suggested by international consultants can help them in achieving these targets

e  Main driving engines of industrial development is the development of Kazakhstan sector of
the Caspian Sea (KSCS). The most significant growth of hydrocarbon extraction is expected
due to resources of Kazakhstan sector of the Caspian Sea with the hydrocarbon resources
estimated to total of 8.0 billion tones. In the future the off-shore oil extraction may amount
to 150-200 million tones for 25-30 years onwards. Subsalt deposits in Northern part of

Caspian Sea are characterized by high solute gas content in oil — about 60%.

e Resources of extractable gas in oil of the Kashagan field are expected to turn equal to the
resources of the Karachaganak field. In general, mid- and long-term development of the fuel
and energy complex of Kazakhstan will be determined by the development of Kazakhstan
sector of the Caspian Sea. Caspian region will experience a boom of investment and
production activity significantly affecting general economic trends in Kazakhstan due to
growth of hydrocarbons extraction, construction of oil-trunk pipelines, including export oil
and gas pipelines, sea ports and port facilities for storage and trans-shipment of cargos, bulk
oil and gas loading railway terminals, commencement of new capacities in power industry
and telecommunication infrastructure. This large investment in the sector will attract the

consultancy organization for their services.
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Metallurgy is another promising area for value-added chain development with over 100
elements from the periodic table contained in mineral ores on the territory of Kazakhstan.
During the Soviet Union 74 of those elements were extracted. Ferrous products from
Kazakhstan were used in science intensive and high-tech productions — space apparatuses

and equipment and electronic appliances.

The main development directions of the non-ferrous metallurgy industry include:
development of a steady market (both domestic and international); restoration of the raw
material base of the country, which has rich internal resources; creation of a system of
enterprises involving independent manufacturers and the organization of independent
business operations; maintenance of a reliable power supply - essential for such power-
intensive industries; maintenance of a rational ratio between raw materials and manufactured
products; and development of measures to prevent environmental pollution Non-Ferrous
Metallurgy. The plan development in metallurgy sector on above mentioned issues in the

country will require the consultancy services.

Keeping the above mentioned factors into consideration, following services in geology and mining are

identified. The potential of Indian consulting industry in providing the services is categorized in ABC

analysis format (i.e. A represents Core competency areas, B represents potential competency areas and

C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e Relief and Protection System Studies e  Environmental Impact Assessment (EIA)
e  Risk management e  Surveys and site appraisals
e  Asset Valuation and certification e  Civil and structural engineering
e  Financial analysis e  Design planning and co-ordination
e  Policy and regulatory issues e  Asset management and valuations
e  Project development A e  Planning and scheduling
e Social impact assessment e  Site supervision, testing and commissioning
e  Baseline studies and benchmarking e  Tender documents and negotiation
e Policy analysis e  Value management
e  Strategy and implementation planning e Materials handling
e  Project planning and development
e  Environmental Reviews and Advisory Services e  Environmental Consequence
e  Resource mapping e  Environmental Management Systems (EMS)
e  Business case planning e  Feasibility and concept design
e  Techno-economic viability B e  Cost engineering/management

e  Process engineering

e  Foundations and geology

e  Safety audits
e  Strategic planning and implementation o Safety assessments and audits

C e  Supply chain logistics
e  Geotechnical and contamination surveys
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(i) Transportation

Since, economic globalisation necessitates establishment of international transport corridors for
mutually beneficial trade between countries, providing access to global transport communications for
all states and entities. The growth in industry will be able to produce a multiplicative effect to
development of other sectors like transportation.

o In Kazakhstan, the transport sector is expected to expand and improve the cargo and
passenger flows in line with fast economic development of the country to avoid the transport
infrastructure becoming constrain for development. The advantage of development of transit
traffic through the territory of Kazakhstan will be the tangible distance reduction which
ultimately reduces the cost in the country.

e For Kazakhstan it is extremely important to become an integral important link into already
established and elaborated transportation system. Three priority directions for development
of the international transport corridors network transiting through Kazakhstan are Russia,
Europe and Baltic countries; China, Japan, South-East Asia; Central Asia, Trans-Caucasus,
Iran, Turkey. The consultancy services are essential required to develop the integral
transportation system

e The transport sector has a large impact upon the effective-ness of market transformations in
the economy of Kazakhstan. Indeed, the growth in economic production, as a whole, in
many respects depends on its level of development and efficient utilization.

e The low population density within Kazakhstan, the dispersion of natural resources and
centers of economic activity and the remoteness from non-CIS country markets are
determining factors in infrastructure development. They make the transport sector a most
important sector for the well being of the national economy

e The transportation system is proposed to adjust the needs including: improvement of
configuration of railroad network including construction of new railway lines, improving the
tariff system; Designing new export pipe-lines for oil and gas transportation, expansion of
existing pipe-line systems, establishing new export oil-trunk pipe-line; Construction,
rehabilitation and expansion of car road network; Developing air transportation including
promoting competition and active attraction of foreign investments; international transport
corridors and encouraging transit including entering into international agreements on
transport cooperation; multi-module transportation systems; developing the sea (on the
Caspian Sea) and river transport. Planning and systematic development of transportation will
attract the global cost effective consultancy organizations

The transport complex of Kazakhstan is facing a series of basic strategic challenges in order to become
even more efficient. The Indian consulting organizations can provide their services in transportation

arcas.
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Keeping the above mentioned factors into consideration, following services in transportation are
identified. The potential of Indian consulting industry in providing the services is categorized in ABC
analysis format (i.e. A represents Core competency areas, B represents potential competency areas and
C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services

e  Business & Financial Modelling e Highway management: operate, maintain and

e  Institutional Restructuring & Development improve strategic highway networks, motorways and
e  Business Case Preparation & Review associated public assets.

e  Design, construction management
Construction supervision and management
e  Design planning and co-ordination

e  Demand & Revenue Forecasting

e Pricing & Infrastructure Charging Policy

e  Business Strategy & Finance

e  Planning and scheduling
e  Economic Regulation Advice A e  Programme management
e  Commercial Due Diligence e  Site supervision, testing and ?ommissioning
] . e  Tender documents and negotiation

e  Customer Satisfaction Surveys o Material and energy balance
e Annual Progress Reports Multi-Modal Studies e  Materials handling

Social & Voluntary Transport
e  Route Utilisation Strategies
e  Transport Master planning
e  Economic Development Planning B e  Transport solutions: design and application of
e  Funding Advice & Bid Preparation innovative technical and engineering solutions.
e  Travel Style Geodemographic Analysis e Supply chain logistics
e Integrated Land-Use Planning Strategic
e  Transport Strategy & Policy Development C
e  Transport Policy Development Analysis &

Risk Management
(iii) Telecommunication

Currently new telecommunication technologies are being developed and introduced all over the world
— such as a broad-band communications creating new tremendously expanded opportunities for mobile
telephone communications, Internet and data transfer, new third generation technologies for mobile
telephone communications. Kazakhstan can not afford to abstain from the on-going global revolution

in telecommunications.

e Telecommunication sector is the most fast-growing and promising sectors in Kazakhstan
with an objective to support development of the most advanced means of communication
and to ensure their maximum affordability to domestic businesses and the general public.

e  Presently Kazakhstani telecommunication companies have to rent satellite resources from
foreign and international satellite companies. Therefore the capacity of space communication
has to be utilised to diversify and enhance capacity of communication channels, to establish
communication with remote and scarcely populated areas, create conditions for the TV

broadcast across the entire country.
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e In the country development and digitalization of ground telephone lines will be continued
along with construction of fiber-optic communication lines. The poor Infrastructure and
services, modernization of telecommunication systems is needed in the country. To improve
the telecommunication system, the technical and management consultancy services will be

needed.

e The country is moving towards development and de- regularization of ground telephone
lines, construction of fiber optic communication lines. To improve the telecommunication

system, technical and management consultancy is required.

The development of telecommunication system in the country will be requiring consulting services for
building of an industry relating to the provision of modern communication facilities; Creation of a
modern system of telecommunications; Improvement of the control system and the normative and

legal basis for the communication complex.

Keeping the above mentioned factors into consideration, following services in telecommunication are
identified. The potential of Indian consulting industry in providing the services is categorized in ABC
analysis format (i.e. A represents Core competency areas, B represents potential competency areas and
C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e  Time quality control e  Site search and acquisition
e  Strategy development and audit e  Engineering design development
e  Business planning e  Project and cost management
e  Investment appraisal e  Construction and planning supervision
e  Technology strategy e Infrastructure management and maintenance
e Network costing/margin analysis e  Surveys and site appraisals
e  Assessing market opportunity e Design planning and co-ordination
e  Advice on key regulatory issues e  System expansion planning, migration and
e  Positioning satellite services with respect to frequency planning

terrestrial offerings e  Benchmarking (Competitive Analysis of Wireless
e Market forecasts and systems design A Network)
e  Staffing projections and budget estimates e  Traffic localization
e  Market setup and database management e  Indoor solutions
e Market demographic and traffic analysis e Repeater design
e  Identify design assumptions, review e  Expansion planning

application, vendor specification e  Band re-planning and monitoring
e  Feasibility studies: Coverage, power e Installation and grounding of the radio equipment,
e Initial frequency planning antenna and outdoor RF unit
e  Capacity study/channel loading e  Operations and maintenance of network operations
e Network engineering design and dimensioning center and sites
e Technology assessment e  Boundary Survey showing parent tract; new lease
e Network audit parcel, access and utility easements;
e  Strategic and implementation planning B e  Technology studies

e  Network performance and maintenance engineering
e  Network optimization
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Management Consultancy Services Category | Engineering Consultancy services

e  Technical support for zoning hearing e  System Acceptance Study coverage and C/I

e  Risks and obstacles facing satellite ventures e  Preliminary zoning analysis identifying jurisdiction,

e  Key Performance Indicator benchmarking C property zoning, land use, parcel identification
number for ownership, site photographs, area map
identifying site location, preliminary site sketch;

(iv) Tourism Sector

The Republic of Kazakhstan gives great importance to the development to certain spheres of present-
day infrastructure including tourism. Kazakhstan government has been signed Agreements on co-
operation in the field of tourism with Turkey, Iran, Xinjang Uigur Autonomous Area of China,
Moldova, Hungary, the State of Israel, Kyrghyzstan and Egypt. At present, 430 tourism agencies,
firms and bureaus of various property forms function in the Republic of Kazakhstan. They employ
nearly 6,000 people, 1,500 professional guides.

Kazakhstan tourism firms co-operate with almost 80 countries of the world. Some 25 tourism firms in
Almaty and 5 companies in regional centres arrange charter flights to India, Turkey, the United Arab
Emirates, Pakistan, South Korea, Greece and Poland. The Republic of Kazakhstan is well known for

rather unique natural and geographic diversity.

e  The tourism industry in Kazakhstan is supervised by the Agency of Tourism and Sports and
is regulated by the Law On Tourist Activities in the Republic of Kazakhstan. Tourism was

made a priority sector of the economy based on Tourism Development Plan.

e In 2004 tourism accounted for 1.6% of the country GDP versus 1.5% in 2003. In 2000 it
totalled 0.6% only. These steady dynamics are due in large part to the overall stabilization of
the economy and improvement of the financial and social situation in the country. Thus,
consolidated gain of services rendered by domestic companies engaged in tourism and
recreation services, which includes also hotels, health centres and resorts, state-owned
national and natural parks, and places of history and culture amounted to over KZT 26
billion in 2004. In 2003 the consolidated earnings from tourism related services were KZT
17.8 billion.

e For purposes of tourism promotion in the Republic of Kazakhstan government have
elaborated a certain standard-and- legal basis. There is a Law “On Tourism” enforced in
1992. It embraces virtually all types of tourism and specifies legal, economic, social and
organizational fundamentals of undertaking tourism activities on the territory of the
Republic. Besides there exist several enactments concerning tourism issues adopted by the
Government of the Republic.
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e  Year 1993 highlighted adoption of the National Programme for developing tourism industry
in the Republic of Kazakhstan. In 1997 the authorities passed yet another document — State
Programme of the Republic of Kazakhstan. Regeneration of historic centres of the Great Silk
Route, preservation and successive development of cultural legacy of Turkic-speaking states,
creation of tourism infrastructure in 1997-2003. In addition, in 1997 they have elaborated a

strategy of tourism development up to the year of 2030.

e  As a matter of fact Kazakhstan provides for all ever known varieties of tourism — cognitive,
entertaining, ethnic, ecological, rehabilitative, children-oriented, sportive, hunting,
equestrian and adventure ones. Potential tourists are offered over 700 travel routes about the
territory of Kazakhstan.

e  Tourism - yielded profits grow annually. National income generated from tourism in the
country has grown manifold.

e Given the unique natural beauty and rapid growth of inbound tourism, Kazakhstan
government pays a great deal of attention to the promotion of its tourist potential abroad and
participates in international travel fairs and exhibitions all around the world on the regular
basis.

e  Tourism was declared a separate economy branch in 2002 with adoption of the Government
Program for Development of Tourism Industry for 2003-2005. The programme sought to
promote the image of the country as an attractive object of tourism, and assuring the quality

of domestic tourism products up to world standards.

e  Recent research project conducted in Kazakhstan by the Center of Marketing Research and
Analytical Studies confirmed a high economic potential of tourism industry within the

country’s strive to diversify national economy.

e  The tourism market in Kazakhstan has been doubling from year to year since 2001; now it is
considered as one of the most attractive business sectors. Analysis of travel agencies’
operation in 2004 conducted by the national statistics agency shows a stable growth of entry
and exit tourism in Kazakhstan in 2004. For example, exit tourism services provided by tour
operators and travel agencies grew by 63.6% to reach 154,885 people (against 94,692 in
2003), while inbound tourism was up 19.2% up with 106,486 tourists (against 89,332 in
2003).

e  Government revenue from tourism in Kazakhstan more than doubled in 2004 compared to
the previous year and reached 4.2 billion KZT. Statistics for 2004 showed also that for the
first time within a decade, the number of outside tourists visiting Kazakhstan exceeded the
number of Kazakhstanis travelling abroad, which was encouraging for the government
authorities regulating tourism sector and travel agencies focusing on domestic tours in
Kazakhstan.
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e  The national strategy in tourism sector is aimed at the development of entry tourism, increase
the interest of international investors towards the capacities of the country, considerable
improvement of tourism infrastructure, proper consideration of safety issues, etc. The
Government intends to place more efforts to stimulate the development of inbound tourism
and hospitality industry by supporting investments in this sector. Under the Government’s
policy of innovative and industrial development, the tourism sector has great development
potential, and tourism was one of the seven sectors selected as one of the most promising

sectors around which to develop a cluster.

e A special state program for regenerating historical centres of the Silk Road is in action. It
partially provides construction of tourist and ethnographical complexes at its route points,
which is actively supported by WTO and UNESCO. Still natural potentials remain untapped:
insufficient infrastructure, lack of resorts and camping facilities, road infrastructure, and

transportation and communication systems.

e The most promising kinds of tourism in Kazakhstan include mountain, adventure, sport and
environmental tourism. Opportunities in tourism sector exist in both inbound and outbound
tourism segments, and include Hotels and health centers, Business tourism, Education
Tourism, Adventure tours, Sport tourism, Museums and parks, Equipment for hotels and

Event tourism and many others

e  Opportunities also exist for companies wishing to promote their franchise or know-how
concepts in the sphere of tourism and domestic recreation/hospitality businesses in
Kazakhstan. This sector as being defined a priority for the government in the near future has
a high potential with an almost complete lack of domestic experience. It presents various
prospects for companies engaged in hotel management, restaurant business, agro-tourism,

recreation activities, fast-food services, and other tourism-related services.

e Few of the identified projects by Government are creation of tourist ethnographic complex
"Talhiz" for in Almay region; Tourist complex on the territory of Rakhmanovskiye Kluchi
sanatorium in Belukha town; Medicinal-fitness complex "Nazugum" in Almaty region;
Construction of the tourist complex "Kambash Development of mountain tourism in
Zailiyskiy Alatau; Reconstruction of the mountain sports complex "Medeo Skate Rink;
Construction of water-sport health complex "Alakol" in Alakol district, Almaty region;

Construction of mountain ski resort "Turgen" in Almaty region

The strong capability of Indian consulting organization in tourism sector can help Kazakhstan in
developing their tourism sector. Keeping the above mentioned factors into consideration, following
services in tourism are identified. The potential of Indian consulting industry in providing the services
is categorized in ABC analysis format (i.e. A represents Core competency areas, B represents potential
competency areas and C represents areas which need to be developed) in the identified sector
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Management Consultancy Services Category | Engineering Consultancy services
e Venue development./ feasibility EIA and planning services
e Market trend analysis Sur nd sit caisal
e Market/customer segmentation and profiling urveys a _ sti¢ appra sa.s )
e Customer Relationship Management (CRM) Transportation and planning studies
e Infrastructure feasibility analysis Architecture and landscape design
* Straj[eglc marketing planmng Civil and structural engineering
e  Business case planning . .
o Corporate strategy Construction supervision and management
e Market assessment A Design planning and co-ordination
e Strategic planning Electrical and instrumentation
e  Techno-economic viability S s .
. . . Owners’ and lenders’ engineer
e  Asset Valuation and certification i )
e  Financial analysis Planning and scheduling
e  Opportunity scanning Site supervision, testing and commissioning
*  Social impact assessment Tender documents and negotiation
e  Stakeholders facilitation
e  Strategy and implementation planning B Pollution control and waste minimisation
e  Policy analysis
e  Tourism tax impact analysis Safety assessments and audits
e Lead generation development and analysis C Effluent treatment systems
Supply chain logistics

(v) Urban Development Sector

In the nearest fifteen years investors are planning to invest more than US$80 bln into oil extraction.

These funds will also be utilized to create urban infrastructure and social facilities to support

operations of newly commenced enterprises. The Construction and construction materials industry in

Kazakhstan traditionally occupies an important place among all sectors of the economy. It is

represented by cement factories, numerous factories producing building materials, and by construction

companies. 7170 legal entities operated in the construction industry; including 193 state-owned and

6875 private firms.

The country government support the establishment of modern scientific and innovation
infrastructure institutions (technology parks, national research centres, research and
technology zones) on the basis of existing centres in the cities with a network of research and
industrial institutions and enterprises with high research and technological potential;

The growth in industry and tourism sector will also trigger the growth in establishment of

urban infrastructure

The construction industry provides a favourable investment climate for foreign investors.
There are 153 joint ventures with foreign firms and 102 enterprises with 100% foreign
capital, operating as affiliates. Most of the main industrial enterprises in this sector have
been transferred into foreign management. Almost all industrial enterprises and
organizations in the construction industry have been privatized in accordance with the State

privatization program.
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e Foreign investment has been attracted to construction projects in Astana and in some key
sectors of industry (petrochemicals, metallurgy, and mining industry), however the volume
of foreign investment into developments within the construction materials industry needs to
be increased.

Many opportunities exist in the continuing expansion of the new capital city, Astana, and in
strengthening and diversifying the country’s infrastructure. There are plans for upgrading, expanding
or building new ports, airports, roads and power distribution grids. The investment in industries and
construction industry can provide an opportunity to the Indian consulting organization to provide their

services in these areas.

Keeping the above mentioned factors into consideration, following services in urban development are
identified. The potential of Indian consulting industry in providing the services is categorized in ABC
analysis format (i.e. A represents Core competency areas, B represents potential competency areas and
C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e Demand modelling e  Water supply arid sanitation
e Financial modellin e Air pollution and water pollution
ancial modetiing e  Water supply distribution network design
*  Market assessment e  EIA and planning services
e  Resource mapping e  Architecture and landscape design
e Strategic planning e Civiland §tructura1 engineering
R e  Construction supervision and management
*  Techno-economic viability A e  Design planning and co-ordination
e  Asset Valuation and certification e  Electrical and instrumentation
e  Feasibility and project structuring *  Mechanical and piping engineering
. . . e  Operation and maintenance manuals
e  Financial analysis . R
o e  Pollution control and waste minimisation
*  Beneficiaries need assessment e Site supervision, testing and commissioning
e  Stakeholders facilitation e  Tender documents and negotiation
e  Building management systems
e  Performance indicator development B e  Solid waste management
e  Safety assessments and audits
e  Policy and regulatory issues e  Effluent treatment systems
e  Project development C e Supply chain logistics
e  Strategy and implementation planning

(vi) Health Sector

Health care is one of the major priority sectors in the country from the view point of sustainable and
stable growth of population’s well-being. The main objective of health care is creation and

establishment of domestic scientific and innovation potentials.
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o Enhance competitiveness of health care services, ensure priority development of medicines

production on the basis of scientific research undertaken by Kazakhstani scientists; Support

domestic developments in treating socially significant diseases and new medicines, including

preventive ones; Develop modern information and innovation technologies in health care;

Develop international cooperation in health care.

e  Health care being a priority sector for various donor agencies, the consulting opportunities

are expected to grow in this sector. Since many Indian consulting organizations has a strong

capability in providing their services in health care, can play pivotal role.

Keeping the above mentioned factors into consideration, following services in health sector are

identified. The potential of Indian consulting industry in providing the services is categorized in ABC

analysis format (i.e. A represents Core competency areas, B represents potential competency areas and

C represents areas which need to be developed) in the identified sector

Management Consultancy Services

Category

Engineering Consultancy services

Project development, project planning and
project management

Health Information Systems

Health Care Financing Concepts including
health insurance and prepayment systems
Primary Health Care Concepts

Prevention of Communicable and Non-
Communicable Diseases

Health Promotion, Hygiene and Nutrition
Voluntary Counselling and Testing
Information, Education and Communication
(Behaviour Change Communication and
School Health Education Programmes)
Social Marketing and Social Franchising
Needs Assessment

Health Services and Quality Management
Standards and Guidelines for Medical Care
Baseline studies and benchmarking
Beneficiaries need assessment
Knowledge, attitude and practice studies
Sensitization and capacity building

Stakeholders facilitation

Tendering, tender evaluation and procurement
Architecture and Building Services Engineering
Civil & Structural Engineering

Interior Design

Health Facility and Procurement Management
Procurement Management

Supervision of Construction and Rehabilitation
Works

Cost-benefit analyses

Monitoring and evaluation

Curriculum Development for and
Implementation of Clinical and Management
Training Programmes

Change Management in the Framework of
Hospital Sector Reform, including Personnel
Planning

Mainstreaming of HIV/AIDS Policies in

Preparation of Health Facilities for Licensing and
Accreditation
Infrastructure and Equipment Planning

Health Facility Planning
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Management Consultancy Services Category | Engineering Consultancy services

Development Programmes

e  Health Sector Reform and Health Financing

e  Public Private Partnerships (PPP), e  Supply chain logistics
e Private Finance Initiative (PFI) contracts, e  Physical Assets and Health Facility Management
e  Consulting services in the framework of e  Hospital Waste Management
Sector Wide Approaches (SWAp)
e Institutional Capacity Building C

e  Public Private Partnerships and Privatization
in Health Care

e  Designing of Social Insurance schemes in the

country

(vii) Energy Sector

Kazakhstan’s power generation sector is projected to boost total capacity to 86 billion kWh by 2015.
Power consumption at that time is projected to reach 81 billion kWh. Kazakhstan’s economic
development plan for 2004-06 specifies up- gradation of power facilities, lunch of North South power
transmission line and the construction of small hydropower plants.

e  The government is planning undertake power sector reforms in the power generation. Further
reforms in power generation will target market transformations, establishment and
development of exchange trading of electricity, broadening the range of electricity-related

services.

e  Support of the reforms undertaken and further development of the sector requires increasing
investments into modernization of equipment of electricity producers and transporters. As
the privatization process move forward, it will represent a major strategic opportunities for

Indian consulting organization

Keeping the above mentioned factors into consideration, following services in energy sector are
identified. The potential of Indian consulting industry in providing the services is categorized in ABC
analysis format (i.e. A represents Core competency areas, B represents potential competency areas and
C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services

e  Due diligence e  Plant installation/performance

e Modelling services e Information Technology Management

e  Market evaluations e  Renewable energy resource assessments

e  Company valuations e  Environmental and energy strategy

e  Risk assessment/management A e  Surveys and site appraisals

e  Auditing functions e  Architecture and landscape design

e  Demand modelling e  Civil and structural engineering

e Market assessment e  Construction supervision and management
e  Pricing strategy e  Design planning and co-ordination
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Management Consultancy Services Category | Engineering Consultancy services

e Resource mapping e  Testing and commissioning

e  Revival and restructuring e  Owners’ and lenders’ engineer

e  Strategic planning e  Cost estimation and control

e  Techno-economic viability e  Planning and scheduling

e  Asset Valuation and certification e  Site supervision, testing and commissioning

e  Energy efficiency studies e  Tender documents and negotiation

e  Opportunity scanning e  Value management

e Tariff studies e  Materials handling

e  Monitoring and evaluation e  Steam generation and distribution

e  Training needs assessment e  Stress analysis

e  Advise on enterprise wide risk management, e  Effluent treatment systems

e Policy analysis e  HVAC Studies & Lighting Surveys

e  New project identification B e  Safety assessments and audits

e  Policy and regulatory issues e  Energy conservation

e  Mergers and acquisitions e  Electrical and instrumentation

e  Load forecasting studies e  Combustion Analysis

e  Advise on trading and risk management C e  Natural Gas Conversions
strategies, e  Supply chain logistics

4.2.6 Conclusion

To conclude, the capabilities of Indian consulting organizations and consulting opportunities available

in the country are shown in the below mentioned matrix.

High
e Urban Development
e Transportation
e Tourism
e Energy e Telecommunication
e Geology & Mining
e Health Opportunities
High Low

Indian Capabilities

-44 -



Export Promotion of Consultancy and Consultancy Development Centre

Management Services from India Ministry of Commerce and Industry

Key Notes

e Geology and Mining sector includes petroleum, natural gas, coal, iron ore, manganese,

chrome ore, nickel, cobalt, copper, molybdenum, lead, zinc, bauxite, gold, uranium

e Transportation sector includes international transport corridors, expansion and improvement
of cargo and passenger flows, international transport corridors network, establishing new
export oil-trunk pipe-line; Construction, rehabilitation and expansion of car road network,

transport complex

e Telecommunication sector includes mobile telephone communications, Internet and data
transfer, new third generation technologies for mobile telephone communications. fiber-optic

communication lines

e  Tourism Sector includes tourism and recreation services, which includes also hotels, health
centres and resorts, national and natural parks, and places of history and culture amounted,

creation of tourism infrastructure, regenerating historical centres of the Silk Road,

e Urban Development Sector includes urban infrastructure and social facilities factories,
establishment of modern scientific and innovation infrastructure institutions (technology

parks, national research centres, research and technology zones)

e  Health Sector includes creation and establishment of health system, health sector reforms,
strengthening health delivery system

e  Energy Sector includes up- gradation of power facilities, power transmission line and the
construction of small hydropower plants.
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4.3 Turkmenistan Country’s Profile

KAZAKHSTAN

Name: Republic of Turkmenistan

UZBEKISTAN

Jurkmenbagy

oBalkanabat
L Gyzylarbat

- || Capital: Ashkhabad

Turkmenabat”

& MSHGABAT y A;f@;h
Mary Avamyrat™

Area: 488,100 Sq. Km.

IRAN AFGHANISTAN

Population: 4,952,081

Languages: Turkmen Russian, and Uzbek

Literacy: 98 %

Currency: Manat

GDP: In 2003 the official figure was US$ 4.5 billion, and in 2004 it grew to US$ 5.2 billion. Per

capita GDP for 2004 is US$ 5,700. In January — April 2005 year on year real GDP growth was
reportedly 20.3%, the same rate as was reported in first quarters of both 2003 and 2004.

4.3.1 Export-ilmport Statistics

The export — import statistics are given in Table 4.2

Table 4.2: Export — Import Statistics

Exports: $4 billion f.0.b. (2004 est.)

Exports - gas, crude oil, petrochemicals, cotton fiber, textiles

commodities:

Exports - Ukraine 49.8%, Iran 17.2%, Italy 5.3%, Turkey 4.7% (2004)

partners:

Imports: $2.85 billion f.0.b. (2004 est.)

Imports - machinery and equipment, chemicals, foodstuffs

commodities:

Imports - Russia 14%, Ukraine 13.8%, US 11.1%, UAE 8.1%, Turkey 8%, Germany 6.8%, France
partners: 4.6% (2004)

Source CIA Fact Sheets

4.3.2 Foreign Investment

Turkish textile companies have established joint ventures with many of Turkmenistan’s textile
industries. The Turkmenbashi oil refinery, largest in Turkmenistan, has been refurbished with
investment from French, German, Iranian, Japanese, and Turkish companies. Canadian and German
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firms invested in the Naip natural gas refinery, which opened in 2004. French and German firms have
been active in upgrading the national telecommunications system. The greatest foreign participation is
in the construction industry, where French, Turkish, and Ukrainian firms have helped build
government buildings and infrastructure projects. In year 2004, the FDI was not more than US$225
million i.e. US$ 37 per head.

4.3.3 Major Donor Agencies / International Financing bodies to Turkmenistan

DFID

World Bank

European Bank for Reconstruction and Development (EBRD)
United States Agency for International Development (USAID)
European Development Fund (EDF)

Global Conflict Prevention Pool

Asian Development Bank

For more details about Turkmenistan, refer to Annex 5 (Turkmenistan Country’s Profile)

4.3.4 Potential For Consultancy Sectors in Turkmenistan

The post-Soviet era, Turkmenistan’s industrial sector has been dominated increasingly by the fuel and
cotton processing industries to the detriment of light industry. Between 1991 and 2003, some 14 new

cotton-processing plants were opened, sharply increasing the | 1. ciate-led investments arc majorly in

capability of processing domestically produced cotton. In the | priority sectors, such as oil and gas
. extraction, petrochemicals, electricity
early 2000s, the government subsidy program also has

generation and transmission, textiles, and

targeted food processing, machine building, and | luxury housing.

metallurgical industries in order to expand the range of
products in which Turkmenistan is self sufficient.

Turkmenistan is largely desert country with intensive agriculture in irrigated oasis and large gas and
oil resources. One-half of its irrigated land is planted in cotton, making it at one time the world's tenth-
largest producer. More than 90% of the cultivated land is irrigated. Cotton is the chief crop; wheat,
barley, corn, millet, sesame, vegetables, melons, wine grapes, and alfalfa are also cultivated. Karakul
sheep (which provide wool for the region's famous carpets), cattle, horses, and camels are raised, and

silkworms are bred.

According to preliminary official statistics, the economy maintained strong momentum in 2003, with
GDP growing by 18.1%, slightly down from the rate of 19.8% in 2002. In Turkmenistan, share of
agriculture, industry and service sector in GDP is 28.5%, 42.7%, 28.8% respectively.

The republic's numerous mineral resources include rich deposits of oil and natural gas on and off the
Caspian Sea coast. Other resources include coal, sulphur, salt, phosphate, iodine, lignite, clays, and
building stones such as limestone and gypsum. Agricultural output rose by 9.9% on account of a

record grain harvest and a partial recovery in cotton production from the previous year’s extremely
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poor harvest. About $173 million (1.5% of GDP) was invested by foreign companies developing
Turkmen oil fields under five production-sharing agreements

Industrial output grew by 16.2%, with rapid expansion reported in almost all industrial sub sectors.
Turkmenistan's industries include oil refining, fish canning (along the Caspian), meat processing and
the production of petroleum products, chemicals, textiles and building materials. The state-led
investments are majorly in priority sectors, such as oil and gas extraction, petrochemicals, electricity

generation and transmission, textiles and luxury housing.

In Turkmenistan, services sector expanded by 24.9%, led by domestic trade and hotels, restaurants,
and catering. The country has numerous hydroelectric stations. The financial system is under full state
control. The banking system, which was reduced substantially after the 1998 financial crisis, includes
twelve national banks. The rest of Turkmenistan’s services sector has grown slowly because of the
priority given to heavy industry. Retail sales have suffered from the low purchasing power and credit
of potential consumers. Poor infrastructure and state hostility to foreign influences have seriously
crippled the tourist industry.

Construction will continue to be an important contributor to growth, both in terms of new prestige
projects and potentially, through the development of infrastructure for the hydrocarbons sector.
Prospects for the agricultural sector are high. Based on the expectations for output growth in
Turkmenistan’s main sector — hydrocarbons, cotton and grain — Government forecast average annual
real GDP growth of about 7.5% in 2005-06.

The Government’s 2020 Strategy has indicated that natural gas production should increase to 67
billion m’® in 2005, of which 53 billion m® are for export. Likewise, crude oil production according to
the 2020 Strategy should increase to 18 million tons. Many analysts consider that the production and
export of natural gas, crude oil, and petrochemicals products are likely to increase substantially in
2005-2007, as are the production and export of electricity. In contrast, agricultural production is likely
to stagnate (in the case of cotton this is already the case), unless the Government initiates much-

needed sector reforms, including the dismantling of the existing mandatory state procurement system.

The focus of the Turkmenistan government is primarily on the primary sector (agriculture and oil &
gas) as it is the key driver for the growth. In secondary sector, industry related to textile (cotton based)
and pharmaceutical are important sectors which need immediate focus. In tertiary sector, Construction
(like highways, railways, telecommunication, power generation and port), Health & Demography are

key areas where consultancy services can be provided in Turkmenistan

4.3.5 Potential Sectors/ Services For Consultancy

After analyzing the economy growth, future potential and counrty’s vision, the sectors which show
maximum potential for consultancy services in Turkmenistan are Geology and Mining, construction,

Health, Urban Development and Agriculture.
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The rationale for potential sectors for consultancy is briefed below

(i)

Potential Sectors for * Geology afld Mining
. . e Construction
consulting services in
. e Health
Turkmenistan
e Urban Development
e Agriculture

Geology and Mining

Discovery of the first gas field in the northeast of Turkmenistan in 1966 initiated development of the

national gas industry. The huge local hydrocarbon resources have been developed in the territory of

Turkmenistan over many centuries. Turkmenistan is expected to remain dependent on hydrocarbon

sector for over 70% of its export revenue through out forecast period.

The Government is envisaging production of high-density and low-density polyethylene on
the basis of ethane contained in natural gas produced in the Malai-Uchaji and the Nayip-

Kerpichli groups of gas fields.

Introduction of the best world practices, application of advanced technologies, usage of up-
to-date equipment and rendering of services as well as involvement of foreign companies
interested in establishing co-operation with country enabled Turkmenistan to successively
develop the technological potential of the national gas industry. This development will

attract consulting organisations for their world class services.

The hydrocarbons sector will remain the principal engine of economic growth in 2005-06,
although, because of capacity constraints, oil and gas output will rise much less rapidly than
in recent years. The Government will focus on raising the value added of hydrocarbons
exports, and will concentrate on developing the downstream sector and increasing output of
refined products.

The Government is aiming to find the ways of mutually advantageous co-operation with
foreign companies and firms on intensification of hydrocarbon resources production in the
deposits on the final development stages as well as increasing final gas recovery are being

carried on.

The Government is focusing on the activities on purchasing necessary equipment and
software tools for fulfilling the tasks of exploring, prospecting and developing gas deposits.
The priority areas of the research include assessment of industrial, perspective and projected
product stock, study and preparation of drilling liquids compositions, conduct of ecological
investigations works and drafting of the ecological passports, etc.
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Keeping the above mentioned factors into consideration, following services in geology and mining are
identified. The potential of Indian consulting industry in providing the services is categorized in ABC

analysis format (i.e. A represents Core competency areas, B represents potential competency areas and

C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e  Relief and Protection System Studies e  Environmental Impact Assessment (EIA)
e  Risk management e  Surveys and site appraisals
e Asset Valuation and certification e  Civil and structural engineering
e Financial analysis e  Design planning and co-ordination
e  Policy and regulatory issues e  Asset management and valuations
e  Project development A e  Planning and scheduling
e  Social impact assessment e  Site supervision, testing and commissioning
e  Baseline studies and benchmarking e  Tender documents and negotiation
e  Policy analysis e  Value management
e  Strategy and implementation planning e  Materials handling
e Project planning and development
e  Environmental Consequence e  Feasibility and concept design
e  Environmental Management Systems (EMS) e  Cost engineering/management
e  Environmental Reviews and Advisory e  Process engineering
Services B e Foundations and geology
e  Resource mapping e  Safety audits
e  Business case planning
e  Techno-economic viability
e  Strategic planning and implementation e  Safety assessments and audits
C e Supply chain logistics
e  Geotechnical and contamination surveys

(ii)

In Turkmenistan, the greatest foreign participation is in the construction industry. The Ministry of
Construction and Construction Materials Industry of Turkmenistan performs the functions of the

Construction (like highways, railways, telecommunication, power generation):

customer, designer and general contractor of construction and improvement.

o  Turkmenistan signed contracts for the construction of 207 facilities for various purposes
worth almost US$ 4.6 billion with 76 foreign companies in the period January-July 2004.

This construction of various facilities will provide scope for consultancy services.

e  Turkish construction companies still dominate investment-construction activity in the
country, with Ukrainian and French firms coming next. Turkish companies topped the list,
with 27 Turkish firms alone receiving US$1.7 billion in contracts. Ukrainian construction
companies received US$876 million, French companies US$458 million, and German
companies US$343 million. Other contracts were given to companies from Iran, China, and

Russia.
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According to the National Programme Strategy of Economic, Political and Cultural
Development of Turkmenistan till 2020 power engineering will still continue developing
with accelerated rates satisfying the growing needs of the dynamically developing national
industry and of the countries-importers of Turkmen electric power. In such a scenario, the

construction activities are expected in power generation sector

Recently, Asian Development Bank presented the final document of the technical-economic
feasibility study report relating to the construction of the Turkmenistan-Afghanistan-
Pakistan-India gas pipeline. The proposed 1,680-kilometer pipeline would stretch from
Turkmenistan to the village of Fazilka, India, on the India-Pakistan border. Construction is
expected to cost US$3.3 billion and, if financed, could begin next year. Its construction will
resolve a number of social and humanitarian issues by creating additional jobs and forming a

social infrastructure along the entire route of the gas pipeline.

Keeping the above mentioned factors into consideration, following services in construction are

identified. The potential of Indian consulting industry in providing the services is categorized in ABC

analysis format (i.e. A represents Core competency areas, B represents potential competency areas and

C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e  Risk Management & due diligence e  Environmental assessments
e  Contract programme reviews e  Building performance Review
e  Cause and effect analysis e  Process improvement
e  Project planning support e  Expert witness
e Pre- and post-contract advice e Mechanical and Electrical Design
e  Customer Satisfaction Research e  Civil and structural engineering,
e  Research Solutions e  Contract administration and project surveying
e  Demand modelling e  Site Investigation and supervision
e  Market assessment A e  Building and civil engineering
e  Market entry strategies e  Structural engineering
e  Techno-economic viability e Procurement Services
e Asset Valuation and certification e Quality Assurance and Inspection Services
e  Construction Management, Erection and
Commissioning
e  Site supervision, testing and commissioning
e  Building management systems
e  Revival and restructuring e  Environment Engineering and Management
e  Strategic planning e  Safety assessments and audits
e  Financial modelling B e  Architecture and landscape design
e  Training Solutions e  Restoration, Efficiency Improvement and Renovation
e  Organizational Restructuring and Modernization
e  Cost Engineering
e  Policy and regulatory issues e  Geological and geotechnical studies,
e  Project development e  Foundations and geology
e  System Development ¢ e  Supply chain logistics
e  Waste Management
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(iii) Health and Demography

In last few years, reduced funding has put the health system in poor condition. In 2002 Turkmenistan
had 50 hospital beds per 10,000 population, less than half the number in 1996. Overall policy has

targeted inpatient facilities to the detriment of basic, outpatient care.

e Since the late 1990s, many rural facilities have closed, making health care available

principally in urban areas.

e  Although health care is theoretically available to all citizens without charge, physicians are
poorly trained, modern medical techniques are rarely used and medications are in short
supply. Private health care is rare, as the state maintains a near monopoly.

e  Turkmenistan Government and WHO entered into a 2 year framework agreement in 2004 for
corporation in eradication of TB & malaria control of infectious diseases and mother and
child health programme.

e Also Islamic Development bank (IDB) and OPEC fund have reached an agreement with
Turkmen Ministry of Health to provide interest free credit US$9.5 million and US$ 4 million
respectively repayable 20-25 years for establishing hydropathy clinics at Archman & Flisuv,
Source of sulphur- rich water. .

e  Major health factors are poor diet, polluted drinking water, and the industrial and agricultural
pollutants that are especially concentrated in the northeastern areas near the Amu Darya
River and the Aral Sea.

In such a situation, Government is focusing on improving the health delivery system by bringing a
health sector reform in the country. This will provide a great opportunity to the consulting
organizations to offer their services for the improvement of the health system. Keeping the above
mentioned factors into consideration, following services in health and demography are identified. The
potential of Indian consulting industry in providing the services is categorized in ABC analysis format
(i.e. A represents Core competency areas, B represents potential competency areas and C represents
areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services

e Project development, project planning e Tendering, tender evaluation and procurement
and project management e  Architecture and Building Services

e Health Information Systems Engineering

e  Health Care Financing Concepts e Civil & Structural Engineering
including health insurance and A e Interior Design
prepayment systems e Health Facility and Procurement Management

e  Primary Health Care Concepts e  Procurement Management

e Prevention of Communicable and Non- e  Supervision of Construction and Rehabilitation
Communicable Diseases Works

e  Health Promotion, Hygiene and .
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Management Consultancy Services

Category | Engineering Consultancy services

Nutrition

Voluntary Counselling and Testing
Information, Education and
Communication (Behaviour Change
Communication and School Health
Education Programmes)

Social Marketing and Social Franchising
Needs Assessment

Health Services and Quality
Management

Standards and Guidelines for Medical
Care

Baseline studies and benchmarking
Beneficiaries need assessment
Knowledge, attitude and practice studies
Sensitization and capacity building
Stakeholders facilitation

Cost-benefit analyses

Monitoring and evaluation

Curriculum Development for and
Implementation of Clinical and
Management Training Programmes
Change Management in the Framework
of Hospital Sector Reform, including
Personnel Planning

Mainstreaming of HIV/AIDS Policies in
Development Programmes

Health Sector Reform and Health
Financing

e  Preparation of Health Facilities for Licensing
and Accreditation

e Infrastructure and Equipment Planning

e Health Facility Planning

Public Private Partnerships (PPP),
Private Finance Initiative (PFI) contracts,
Consulting services in the framework of
Sector Wide Approaches (SWAp)
Institutional Capacity Building

Public Private Partnerships and
Privatization in Health Care

Designing of Social Insurance schemes
in the country

e  Supply chain logistics

e Physical Assets and Health Facility
Management

e Hospital Waste Management

(iv)

Urban Development Sector:

With the development of oil and gas sector in the country, there are greater chances that requisites

urban infrastructure will be required to support the population.
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Every day brings new traits in the look of Ashgabat, capital adding unique and original
colours and traits to its portrait. There is greater scope for large-scale town-planning
programme

Government feels that there is need for strengthening of urban infrastructure and city
planning. The requirement of experienced consulting organizations will raise for urban
development.

Keeping the above mentioned factors into consideration, following services in urban development are

identified. The potential of Indian consulting industry in providing the services is categorized in ABC

analysis format (i.e. A represents Core competency areas, B represents potential competency areas and

C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e Demand modelling e Water supply arid sanitation
e Fi ol modelli e  Air pollution and water pollution
1nancial modetimg e  Water supply distribution network design
*  Market assessment e  EIA and planning services
e  Resource mapping e  Surveys and site appraisals
o Strategic planning . Archltecture. and landscape design
o e  Town planning
*  Techno-economic viability e  Civil and structural engineering
e  Asset Valuation and certification e  Construction supervision and management
e  Feasibility and project structuring A *  Design planning and co-ordination
. . . e  Electrical and instrumentation
e  Financial analysis . . . .
o e  Mechanical and piping engineering
e  Beneficiaries need assessment e  Contracts review
e  Stakeholders facilitation e  Operation and maintenance manuals
. e  Pollution control and waste minimisation
e  Site supervision, testing and commissioning
e  Tender documents and negotiation
e  Building management systems
[ ]
e  Performance indicator development B e  Solid waste management
e  Safety assessments and audits
e  Policy and regulatory issues e  Effluent treatment systems
e  Project development C e  Supply chain logistics
e  Strategy and implementation planning

(v)

Agriculture and Rural Development sector:

In the early 2000s, the contribution of Turkmenistan’s state-run agriculture sector to Gross Domestic

Product (GDP) has increased under close state supervision..

Turkmenistan produces significant amounts of cotton. Almost half the cultivated land was
under cotton, at a rate of 300 kilograms per citizen, Turkmenistan produces more cotton per
capita than any other country in the world. Among the Soviet republics, Turkmenistan was
second only to Uzbekistan in cotton production. However, in recent years state policy
makers have increased the range of crops with the aim of making Turkmenistan self-
sufficient in food.
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o In last few years, the area planted to grains (mainly wheat) has nearly tripled. However, most

agricultural land is of poor quality and requires irrigation facilities.

e  Turkmenistan’s irrigation infrastructure and water-use policies have not served this need
efficiently.

e Food processing sector is another emerging sector which can play crucial role in the
development of country. It has been reported that consulting inputs in food processing sector
will enhance the industrial output.

e Industrial inputs for cotton production such as harvesters, sowing machines, mechanized
irrigation equipment, fertilizer, pesticides, and defoliants have become less available to
cotton farms in Turkmenistan because the other former Soviet republics, which were the

chief suppliers of such items, raised their prices sharply in the first years of independence.

This unplanned agriculture system and poor rural infrastructure need consulting services.

Keeping the above mentioned factors into consideration, following services in agriculture and rural

development are identified. The potential of Indian consulting industry in providing the services is

categorized in ABC analysis format (i.e. A represents Core competency areas, B represents potential

competency areas and C represents areas which need to be developed) in the identified sector

Management Consultancy Services Category | Engineering Consultancy services
e  Feasibility studies e  Turnkey projects,
e Market research e  Landscape consultancy services
e Advisory services for green house development e  Surveys and site appraisals
and horticultural development, e  Design planning and co-ordination
e Resource mapping e  Contracts review
e  Techno-economic viability A e  Planning supervisor
e  Feasibility and project structuring e  Tender documents and negotiation
e  Policy and regulatory issues e  Establishment of Tissue Culture Unit, Plant
e  Baseline studies and benchmarking Biotechnology, Plant Transformation Unit,
e  Stakeholders facilitation Plant Analytical Laboratory, Analytical Lab for
e  Training needs assessment GM plants,
e  Ecological Survey and Evaluation Habitat e  Transportation and planning studies
e  Waste recycling to land and compost site planning. e Design of rural infrastructure
e  Strategy and implementation planning B
e  Farm Business and Diversification Services
e Livestock Services
e  Soil impact assessment for all development e Supply chain logistics
projects. C e Design and layout of water harvesting structures
e  Project development

4.3.6

Conclusion

To conclude, the capabilities of Indian consulting organizations and consulting opportunities available

in the country are shown in the below mentioned matrix.
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High

e Urban Development

e Agriculture

e Construction

e Geology & Mining

Opportunities

High Low
Indian Capabilities

Key Notes
e  Geology and Mining sector includes gas field, local hydrocarbon resources, natural gas.

o  Construction sector includes highways, railways, telecommunication, power generation

facilities, construction of gas pipeline

e  Health and Demography sector includes health delivery system, health sector reform, health
facilities

e  Urban Development Sector includes large-scale town-planning programme, strengthening of

urban infrastructure and city planning

e Agriculture and Rural Development sector includes cotton, irrigation facilities and

infrastructure, Food processing sector

4.4 Constraints and barriers inhibiting the performance of the export of
consulting services

Although we have explained major constraints for promotion of consultancy export, however there are
certain constraints with respect to CIS region i.e. (Kazakhstan and Turkmenistan) which are given

below
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e Language problem : Language is the prime barrier for the development and promotion of
export consulting services for India .Due to lack of communication and proper understanding

international trade has not picked up pace over the last few years.

e  Visa Problem: It is reported that Indian consulting organisations face problem in getting

immediate visa for travel to CIS countries
e Lack of information about consulting opportunities in CIS region

e  Unstable economy especially Turkmenistan

4.5 Competitiveness of Indian consulting organisations and international players

The competitiveness of Indian consulting organisations and international players in the above market

is given in the Table 3.4
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