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uEsr5 way
Accordingto BeJoyGeorge,VP- Marketing& BusinessDevelopment,QuEST,

companieslookingto outsourcetheirengineeringare attaractedbythe technical

depth,completefocusand speedof responsethat independentplayerslike QuEST

offer.In an interviewwith Anoop Kochappan, he highlightedthe challengesinthe

wayof the industry'sgrowthand how QuESThasaddressedthem

-

Outsourcingisn'tnewto the engineering
industry.It hasbeena standardpractice
inanumberofindustrieslikeChemicals"

Petrochemicals,Oil" GasandHeavyEn-
gineering.Therefore, what's the buzz
abouta billion-dollaroutsourcingoppor-
tunityin engineeringservices?What are
the factors that have created this

opportunity?
Till recently, the engineering functions
being outsourced to low cost offshore
locations were peripheral activities
like drafting, engineering drawing con-
versions (paper to digital~ 2D to 3D),
engineering data migration, etc. In
oil&gas, power and petrochemical in-
dustries, it was mainly Plant Design
Engineering or PDE that was being
outsourced. PDE is multidisciplinary
activity encompassing all stages from
concept to commissioning of industrial
plants. Currently, the offshore
outsourcing boom in aerospace and
energy (power generation, oil &gas) is
being driven by shortage of skilled
engineers in the West (senior engineers
are retiring and there isn't enough
young talent available to replace
them); Falling communication costs
have made it easy to offshore - earlier,
prohibitively high communication
costs made transfer of mechanical en-
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gineering drawings an expensive
proposition due to large bandwidth
requirements. There are also factors
like the offset clause in aerospace in-
dustry, which obligates aerospace
companies to outsource part of the
work to the country buying their prod-
ucts. In the case of aerspace, aircraft
makers in the Westhave only recently
emerged out of recession and are wary
of incurring heavy manpower costs in
highly cyclical industry. The current
revival of the aerospace industry also

~coincides with firms going in for
newer designs and aiming to produce
better fuel-efficient aircraft for their
customers. Companies need to remain
competitive as well as meet the shrink-
ing time to market demands. Hence,
availability of high-skilled cost com-
petitive labour in countries such as
India is a major attraction.

Engineering outsourcing firms in
India provide a whopping 40 per cent

What are the prime motivators behind

outsourdngtoffshoring of engineering ser-
vices to low cost countries?

High availability of skilled labour, cost
competitiveness, service maturity,
english language proficiency, strong
government support (and pressures as
in the case of offset clause in aero-

space), strong supplier capabilities and
most important, confidence in protec-
tion of Intellectual Property(which
buttresses India's case). QuEST oper-
ates in aerospace, automotive, power
generation, industrial, oil & gas and
civil structures.

Apart from the sterotyped advantages like

engIish language and low cost labour, what

are India's strengths as a destination for

engineering services outsourcing?

India's strengths lie in its large talent
pool of engineers, exceptional qual-
ity of work, ability to ramp up
quickly due to availability of skilled

cost advantage to aircraft makers, with
the ability to ramp up to larger num-
bers in a shorter time. The industry em-
ploys nearly 25,000 engineers in the
aerospacedomain (Inour case,we have
over 250 engineers in aerospace).

On a broader note, globalisation is
a major factor because it has not only
led to increased demand for

localisation of products; but also put
OEMsunder pressure to launch their
products simultaneously across all ge-
ographies. It's seen tha~ engineering
outsourcing companies market and sell
in a better manner today. Lastly, in
many industries, outsourcing is the
only option to survive. .

workforce and ability to meet time to
market demands. As the Indian
economy becomes globalised, more
and more companies see India as a
huge market requiring customisation
of their products. They see value in
having a local player who can do the
customisation, provide design main-
tenance and also field support. India
is also becoming an important con-
sumer for sectors like aerospace;
hence, the opportunity played up by
the '.'offset"clause. Our vendors are
moving up the engineering services
value chain, offering more value-
added services like design automa-
tion, product innovation support and

high level of engineering skills like
FEA, CFD, PDE, PDM/PLM, etc.

What isthe valueofengineeringwork com.
ingIndia'sway?
Although engineering work coming to
India has moved up the value chain
from the initial days of CAD, we have
yet to see completely new product de-
velopment work (R&D)coming India's
way. However, a lot of work is coming
in areas like product reengineering/re-
design, product innovations, product
life cycle enhancement/sustenance

work, etc in addition to full product
responsibility. As customers examine
what was considered 'core' activity and
re-work the core/non-core areas, the
upper end of work will be given to ex-
isting vendor partners and we stand
to benefit.

Talking about R&D, what is the R&D spend

in a typical manufaduring company and

how much of that is outsourced?

Typically about 3-5 per cent of a
company's revenues are invested in
R&D of which about 30 per cent could
get outsourced. This would be over a
period of 2-3 yrs of gradual work
development.

How does this industry differ vls"a"vls the

IT Services/ITes segments?

The points of differentiation are sev-
eral. Engineering services start offwith
smaller projects,lower annuity, and are
subject to change; On the other hand,
ITes projects are very large with high
annuity and don't ~hange once speci-
fied. There is a high degree of knowl-
edge transfer requirement fromthe cus-
tomer in engineering services, whereas
very low degree of core knowledge
transfer is needed for ITES projects.
Engineering services is knowledge-in-
tensive - it requires knowledge of me-
chanical engineering, physics (for
Finite Element Analysis/Computa-
tional Fluid Dynamics), requires
domain knowledge (e.g. aerospace),
sub-domain knowledge (e.g.aero struc-




