DESIGNS ON
GROWTH

Indian IT services firms and a slew of specialist companies are
boosting engineering services capabilities through partnerships and
acquusitions. As global engineering heads send more complex design
work to India, this sector is on the cusp of explosive growth
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n early March KPI'T Cummins Infosystems
(KPIT), announced a small but important
acquisiion —one  that would give the firm
a larger portlolioc of engineering  services
capabilities to go to market with. While an I'T’
services firm, KPIT is looking to boost revenues from
engincering services and semiconductor design work,

For Ravi Pandit, chairman and group chief exec-
utive of KPIT Cummins, the timing is perfect. As
more global heads of engineering follow thewr CIO
brethren and farm out enginecering design work,
firms such as KPIT stand to benefit, KPIT, a Pune,
India-based firm of some 2,000 engineers acquired
C G Smith Software, a Bangalore-based vendor of
auto-electronics technology and design,

The combined entity has a formidable array of
services to offer customers, typically tier-1 and 2
suppliers to the hig car makers in the US, Europe and
Japan, says Pandic.

LOT OF ACTION

The auto sector has been exploiting Indian engineer-
ing capabilities [or over a decade at least, but only in
the last two years has there been a surge in oulsourc-
ing contracts in engineering—from just detailing om
CAD designs, to full design and testing of prototypes
of various components.

Munirathnam Javaji, head of engineering services at
Mumbai-based Geometric Soltware, says, “In additon
to 2D and 3D detailing, activities such as
computer aided engineering and analysis
[such as static, dynamic and thermal) are
being outsourced 1o India.”

Prashanth Chunduri, head of mar-
keting and human resource at Netlsoli,
says, “Newer activities being carried out
in India are noise and vibration analy-

and some detailing of the design or conversion into a
different [ormat would happen in India. Now, there
are engineers who are sitling in India and designing
power trains, [or instance, says Shyam Shentar,

Shentar’s lirm, Mumbai-based Avendus Consulting,
brokered the KPIT-C G Smith deal. Eight months
ago Avendus successfully brokered a US acouisition by
Eicher Motors, “They have an engineering subsidiary,
which made a niche acquisition,” he explains.

I July 20005, Ficher Maotors paid some 82,5 million
for Design Intent Engineering (DIE), a G0-man firm in
Dietroit. DIE came with important customers includ-
ing onginal equipment makers and tier-1 suppliers,

Siddharta Lal, chief operating officer of Ficher
Group says “We are possibly looking at other acquisi-
tions in Europe and the US)” in a statement.

Similarly Indian auto and tractor maker Mahin-
dra is looking at acquisitions in the US, Shentar says.
“Muost of these manufacturing concerns themselves
have engineering divisions and are looking at overseas
buys to add expertise,” he savs,

Then there are firms such as Quantech Global
Services Inc.—"An American firm that is doing a lot
of work in India—and QuEST, which services GE,
Smiths Aerospace, Pratt and Whitney and Rolls
Foyee, [rom a center in Bangalore, he says.

Evenas the manulacturing hrms add design compe-
tencics, the bigger Indian I'T firms o, such as TCS
are looking at aggressively growing their engineering
services capability, he says,
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PROJECT MANAGEMENT AND
INNOVATION

When digitization made it easier to parcel out work, I'T
firms with their strong process management skills recog-
nized engineering services as an area of growth,

In its report ‘Nasscom Strategic Review 2006, the TT
body savs, “The development of common enterprise
management applications and technology platforms is
driving information integration,” of work,

The project management capabilities came into play
when clients ask the providers to handle more complex
tasks. In some cases, they are pleasantly surprised by the
degree of innovation the Indian firm can bring to proj-
ect—Wipra's ‘extended engineering” is an example.
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One Wipro project was to develop a human-machine
interface for IxFin Magnetti Marelli. This company
is the second largest European automotive supplicr
of what are called ‘instrument cluster’ products the
instruments and related electronics located around
the dashboard, including the entertainment system,
air conditioning and the like,

IxFin Magnetti Marelli were looking to position
themselves as the technology leader in their market
olfering their customers (automaotive manufacturers)
a “fully integrated ‘infotainment system,” says A,
Vasudevan, vice president of VLS & system design
at Wiprao,

The infotainment system was to have an in-car
multimedia system with GPS navigation, telephone
connections, links with service centers lor breakdown
and emergency calls, and voice recognition controls
for the air condiioning and other funciions. The
challenge was that IsFin Magnetti Marelli had no
previous experience ol offshore projects. “Extensive
communication helped us learn what was required,
and our team quickly developed a new infotainment
system in time for the launch of a new model from
Fiat,” says Vasudevan,

Anaother hurdle thart is less of a challenge now was

that initally clients saw Wipro only as a technical
specialist and ran projects mostly following their own
‘new product development’ processes,
“Increasingly, clients are recognizing our process
expertise and are open to letting us speed up thew
processes, says Vasudevan, What's Wipro's secret
sauce? Effective reuse and automation,” he says,

INCREASING INTEREST

Research firm AMR Research, found in a survey last
vear, 29 per cent of the respondents had outsourced
parts of their new product development, and another
41 per cent reported that they were considering out-
sourcing options in the next 12 to 14 months.

AMR's survey also found that 57 per cent of the
respondents listed manulacturing cost savings as
henefits of engineering services. Other bencfits
included faster time-to-market (43 per cent) and
better quality (33 per cent). Among the respon-
dents that considered engincering core (o their
business, 38 per cent outsourced some engineering
services, the survey found.

Auto makers such as GM, Toyota and BMW, and
suppliers such as Cuommins, Johnson Controls, and
Robert Bosch do considerable engineering design
work from India either through captive centers or
with third party service providers. Often they use
both routes.
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Harichandan Arakali

ver the last 20 months, Rolls-Royce

has been running pilot programs

with COuality Engineering Software
Technologies [QuEST] a US-based firm
with the bulk of its operations in Bangalore,
India. Rolls-Royce India’s managing director
Tim Jones and Mike Bradley, who specially
valunteered to head Rolls-Royce Operations
India Private Limited—which manages work
sub contracted to firms in India—talk about
why the multinational aircraft engine and
turbines maker has taken the offshoring
plunge in engineering sarvices

Q. What is the opportunity here?
It is such a competitively advantageous
area..we see this growing well beyond the

that and indeed there aren't limitations on
the scope of it either,

The initial engagement with QUEST is for five
years—it's a variable opportunity and there
is demand from all sides. We have four lines
of business—defense, civil aircraft engines,
marine, and energy, and there is demand from
all of these.

Q-What has been outsourced to QuEST?

We are autsourcing work from across the
design process, at the companent level. For
example, we have done some standardiza-
tion of 2 jet pipe in the Adour engine, which is
in the Jaguar and the Hawk aircraft,

There are different marks of the Adour in
aperation in different parts of the world
and they are all slightly different from each
other. Ta reduce costs and simplify the
manufacturing processes af these different

COMPETITIVE ADVANTAGE

varignts of the engine, we can standardize the
design. The standardized jet pipe for instance
can be used across the varants.,

Q, Have you offshored such work before?
This is new wark, We've not really sub-con-
tracted into India or any other low-cost location
before. That's why we set up the pilols, This is
work we are re-directing from a sub-contract
netwark we have in the UK and Europe,

Q. What next for this engagement?

We ve currently got a 100 staff at QUEST working
on Rolls-Royee tasks. We expect to double that
by the end of 2004,

Further growth will be influenced by a number
of factors, one of which is India’s ability to pro-
vide capable and competent engineers that can
meet the Rolls- Royee standards.

pilot scheme. There isn't a timeframe for

Nasscom estimates that the total value of engineer-
ing and R&D services exported tfrom India grew 1o
§2.2 billion in the vear ending March 2005, from
§1.7 billion in the previous vear, This financial year,
it is projected to reach $2.8 billion, Nasscom says,

The industry lobby defines engineering and R&1
services to include activities such as the design and
development of semiconductors, embedded systems,
design services for the manufacture of awmomotive
and durables,
industrial products and machinery, and developing
building systems.

The contract sizes tend to vary widely, The deals
in the telecom products space may be as long as five
months but in aerospace they may go up to 50, says

aircralt o HIpOnents,  consumer

Thurar 5 Krishnamurthy, head of a design center
dedicated to consumer and industrial design of GE
products, at Hyderabad headquartered 1T services
firm Satyam.

Munirathnam Javaji, head ol engineering services at
Geometrie Software in Mumbai, adds “These engage-
menis also vary from eight to 60-people contracts, and
can range from §300,000 w $1.5 mllion.”
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Dominique Raviart, a senior analyst in France
with analyst firm Ovum Research, says “For now
the deals are stll small, sometimes as small as
£500,000. But there are plenty of them. The trend
now is that firms are trying to grow those contracts.
Ultimately, we could see contracts reach a size as
big as §20 million.” =

With reporting by Nagesh Joshi in Mumbai
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Synergy by Design

Aerospace and industrial engineering firms tap into the grow-
ing engineering services ecosystem in India
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