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1. INTRODUCTION & BACKG ROUND

1.1.INTRODUCTION

To promote investment in Information Technology (IT), Information Technology enabled
services (ITES) and electionic hardware manufacturing (EHM) units, the Government of
India has envisaged a transparent and an investment friendly policy for setting up
information technology investment regions (ITIRS) 1 a Gazette notification dated
28.05.2008 published a policy resolution for setting up of ITIRs.

There has been an increasing recognition of the importance of policy initiatives, enabling
legislation and conducive regulatory environment in facilitating growth of economic activity.
Simultaneously, there has been a growng realization that economic growth helps
governments in achieving various objectives, including but not limited to, poverty
alleviation, employment generation and mobilization of financial resources for important
programs of the government in the social sectors viz. education and health. The Information
Technology Investment Regions (ITIRS) is such an initiative being encouraged by the
Government of India T different states are at various stages of planning these investment
regions.

Based on the policy gudelines of the central government, the government of Andhra Pradesh
(GoAP) had notified Information Technology and Communications (IT&C) department as
the nodal department for ITIR development in Andhra Pradesh.

IT&C department had prepared and submitted a detailed Project Proposal for approval to
the central government in January 2010. The Andhra Pradesh ITIR proposal was then
presented to a High Powered Committee (HPC) at the Gol level, in August 2012, for final
approval. The HPC has recommendedAP ITIR for In-Principle approval and suggested that
a Detailed Project Report (DPR) shall be submitted for Final Approval from Cabinet
Committee for Economic Affairs (CCEA).

1.2. THIS REPORT

This is updated AP ITIR Project Proposal i DPR submitted for the entire 202 sq. Km
delineated by IT&C department for the AP ITIR.
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2. INDUSTRY LANDSCAPE

This chapter provides an overview of the Information Technology (IT), Information Technology
enabled Services (ITeS) and Electronic Hardware Manufacturing (EHM) industries. It
includes a brief snapshot on the global as well as the Indian scenario in the industry sectors
mentioned above. This chapter also assesses the role played by Andhra Pradesh in the
growth of these industries in India. IT, ITeS and EHM industries constitute the f ocus
industries areas for Information Technology Investment Regions (ITIR).

2.1. INFORMATION TECHNOLO GY /INFORMATION TECH NOLOGY ENABLED
SERVICES INDUSTRY

Logically, understanding and appreciating the Information Technology and Information
Technology Enabled Sevices and key definitions would be the initial step. As per The American
Heritage Science Dictionary, Information technology (IT) is defined as the technology involved
with the transmission and storage of information, especially the development, installat ion,
implementation, and management of computer systems within companies, universities and
other organizations" In the broadest sense, Information Technology (IT) refers to both the
hardware and the software that are used to store, retrieve, and manipulate information. The
Information Technology Association of America (ITAA), defines IT as "the study, design,
development, implementation, support or management of computer -based information systems,
particularly software applications and computer hardware." | nformation Technology is also
considered as a branch of engineering that deals with the use of computers and
telecommunications to retrieve, store and transmit information. IT industry was instrumental in
digitising and connecting the world and deals with the use of electronic computers and computer
software to convernt, store, protect, process, transmit, and securely retrieve information.

Information Technology enabled Services (ITeS), is a form of outsourced service which has
emerged due to involvement of the IT in various fields such as banking and finance,
telecommunications, insurance, manufacturing, etc. Some of the popular constituents/sub -
segments of ITeS in India are medical transcription, back-office accounting, insurance claim
processing, credit cad processing and many more. This is also called BPO or Business Process
Outsourcing as these business processes are increasingly standardized and otgourced to third
party organizations. Over the years and with developed expertise in the basic business mcess
outsourcing activities, several Indian ITeS organizations have moved into the higher end roles of
Knowledge Process Outsourcing (KPO) and various process fine tuning and reengineering/ re -
designing solutions for client organizations.

2.1.1.GLOBAL IT/ITES INDUSTRY LANDSCAPE

Globally IT/ITeS industry has emerged in last few decades and is a large industry employing
millions of people across continents. Today in such a short span of time, Information
Technology has penetrated to almost all industries in the world. Apart from industries, it

has also penetrated to all walks of life making it impossible to think a world without

information technology. Various estimations are available for the key quantitative
parameters (size, growth, etc.) for the Information T echnology industry and it varies
depending on the purpose as well as the definition used while estimating the same.
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Industry size, classification and growth

As per the Economic Intelligence Unit (EIU), the Global Information Technology spend,
(includes the global market for Packaged Software and IT Services spend) was projected to
reach US $ 983 billion in 2012. The industry grew globally at a CAGR of 5.4% from 2005 to
2012. The IT Services spend, contributing the major part of about 64%, grew at a lowerrate
of 4.7% while packaged software sales grew at 6.7% during the same period. The industry
contracted during the financial crisis period but started looking up from 2010. Both
Packaged Software as well as IT Services peaked durin@008 and had experienced de-
growth in 2009. Both these segments reached/crossed the previous high levels of market
size in the year 2011.

Even though global economy is expected to grow less impressively during 2012, it is
strongly in the path of recovery from the downfall in 200 9 which is a good sign for the
global IT industry .

As per the predictions of EIU, the Packaged Software and IT Services industry is expected

to reach USD 1075 billion by the year 2014 at a CAGR of 4.6% between 2012 and 2014
During the same period, packagel software sales and IT services sales are projected to
reach USD 401 billion and US $ 674 billion with CAGR of 6.2% and 3.7% respectively.

Since 2010, companies have witnessed a resumption of spending, with market leaders like
Oracle (US) reporting a rise in sales of software products to new customers. Sales of
packaged software are expected to rise by 3.6% this year and forecasted to grow by 5.8%
and 6.5% in 2013 and 2014 respectively. Spending on IT services is expected to grow by
1.0% this year beforegrowing by 3.4% in 2013 and 4.0% in 2014.

There are reasons why software was expected to be fairly resilient in the downturn. In the

enterprise sector, software systems now underpin the business processes of the world's
biggest corporations. Software vendas also enjoy the safety net of their annual

maintenance fees, which amount to about 20% of original licensing costs. Nevertheless,

sales of new software by the biggest providers fell sharply in 2009, with customers

demanding contracts that did not require them to make maintenance payments over as
long a period as eatrlier.

There are various other pressure points that will continue to be felt by the software
industry/developers. More software will be offered to customers over the web, sometimes
for free. The most famous example so far is Google's suite of applications, which imitates
Microsoft Office. Such "cloud computing” will be one of the most significant IT
developments in coming years.

In case of geographical contribution, the global IT Services and Pa&kaged Software
industry is highly skewed geographically with around 80% of the output coming from the
US and Europe.

Evolution of IT/ITeS industry

Information Technology: - Information Technology has evolved in the last few decades
with an amazing speed ard influence. It has not only revolutionized the way businesses
were done across the globe but also brought in a paradigm shift in the individual's
communication space. The recent technological developments, including the press, the
media, the telephone and the Internet have reduced the physical barriers to
communication and allowed humans to network on a global scale.
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The concept of information technology was first used in 1981, as a rechristening of the old
fashioned phrase "data processing”. It now coversa wide area and not just the domain of
science related, but even encompasses other fields such as Arts and Commerce. It has now
become a model for using the technology covered by different services such as office
productivity applications to process and m aintain documents and records, various web
portals etc.

But today, information technology is the core of modern society and has reached a vital
position in the world, which has become a well-connected global village.

Information Technology enabled Services, which started with basic data entry tasks over a
decade ago, is witnessing an expansion in its scope of services. It now offers services such
as Knowledge Process Outsourcing (KPO), Legal Process Outsourcing (LPO), Games
Process Outsourcing (GPO) and Degn Outsourcing, among others.

Outsourcing dates back to the 1960s from where it has grown to different levels from the

timesharing data process model to Business Process Outsourcing (BPO) and then to
Knowledge Process Outsourcing (KPO). Recently, companie have adopted a business
strategy of outsourcing entire business activities, such as technology operations, customer
relationship, logistics, finance and document processing to other organizations.

The history of outsourcing started in the United States, when it was struck with economic
stagnation and rising inflation rates. Since, then the US companies started outsourcing
their service related jobs to cheaper locations to regain their profitability.

Globalization of economies supplemented by technological advances has led to the
evolution of the outsourcing industry in India. The evolution and wide spread adoption of
Internet across the globe is one of the main growth drivers for this industry.

Organisations across the world are looking to reduce costs aml increase efficiencies in
what they do. Thus 'Outsourcing' has been a preferred business model and will continue
to be an important trend. The Outsourcing market has been driven by two types of
companies - those under financial distress and needed some quck-hit balance sheet relief
and those that used outsourcing as a mindset and strategic lever.

In the beginning, companies in United States of America started outsourcing information

technology activities to low cost locations such as India. Outsourcing to India is cheaper
than outsourcing to other locations in the world and this was the primary reason for

companies outsourcing their business activities to India. With their confidence in India

grew, few of these companies also started their offshore facilties in India.

Today, India is considered to be among the most preferred destinations in the world.
Reasons for preferring India lay in its vast skilled human resources, good infrastructure
and climatic conditions that are suited to the clients' business activities.

India has been known for its huge talent pool and has proved to be one of the most
significant destinations for global companies to outsource their back office operations.

Due to India's additional edge in knowledge based services, India has emeged as a
favourite destination for outsourcing of knowledge processes too.

Today outsourcing industry is moving towards high level of specialization as well as
higher end processes from the traditional low end business processes. Now several BPOs
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have progressed in the value chain to offer high end consulting services thus creating
worldwide opportunities in terms of enhanced revenues, product/service innovation and
economic growth.

2.1.2.INDIAN IT/ITES INDUS TRY LANDSCAPE

Indian IT & ITeS industry has been a consistent growth driver for Indian economy for last
1-2 decades. It has shown enough resilience even during one of the most troubled periods
in last couple of years when most developed countries faced one of the worst financial
crisis in recent times.

Indian IT & ITeS industry is increasingly contributing to country's GDP, employment and
exports. The key factors contributing to the huge growth and success of this sector are
continued expansion to diversified markets, different service offerings, incorporatio n of
best practices, continuous skill up-gradation and emergence of Indian Multinational
Companies. Some of the recent industry highlights (Source: NASSCOM and Department
of Information Technology, Govt. of India) are given below:

1 India is considered as apremier destination for global sourcing of IT -ITeS. It accounts
for more than 50% of the global outsourcing market, estimated at USD 95 billion in
2011.

T India is mentioned to have more than 60% of the global technology services market(IT
Services, Engineeing Services and R&D) of about US $ 58 hillion

1 Indian contribution to Global Business Outsourcing market is considered to be about
32% of the market size of about US $ 37 billion.

1 Amongst the ITeS, BPO is the fastest growing sector with a CAGR of 29% (be&teen
2004 -2009)

The total number of IT and ITeS-BPO professionals employed in India has grown
from 0.28 million in 1999 - 2000 to 2.77 million in 2011 -12

1 Indirect employment attributed by the sector was estimated at 8.9 million in year
2011-12

1 Key sectors d Banking, Financial Services and Insurance (BFSI), High technology and
Telecom contribute almost 60% share of total ITeS export revenues

1 It is expected that the future growth will come from Healthcare, Retail and Utility
sectors.

In IT, India has built a valuable brand equity in the global markets and Indian talent and
solutions/services offered by Indian IT companies are accepted globally. India was
amongst the first movers in the IT -BPO space. Currently India is facing huge competition
from emerging players like Mexico, Vietnam, Philippines, Malaysia and China. However,
there is an opportunity for India to tap the Knowledge Prgcess Outsourcing (KPO) market
and to move up the value chain and tap the huge growth potential with the skilled
manpower available.

In ITeS, India has emerged as the most preferred destination for Business Process
Outsourcing (BPO), a key driver of growth for the software industry and the services
sector.
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Industry size and classification

Presently India contributes around 9.4% to the global IT & ITeS (which includes IT
software, and IT services, without IT Hardware) industry and is valued at USD 90.6
billion. (Please note here that if the IT Hardware is also included, India contributes only

to about 5% of the global industry). The Indian IT-ITeS industry grew with a CAGR of
around 17.5% in the past five years (200607 to 2011-12). The global economic downturn
which started in early part of 2008 and continued in 2009 resulted in slow revenue

growth for most Indian IT, ITeS and EHM compa nies. But with the Global economy
picking up there is a huge market potential to be tapped.

The Indian economy which was growing at an enviable rate of 8.4% in 2010-11 grew at a
moderate rate of 6.5% in 201112 (Source: CSO). In spite of this, Indian IT and ITeS
industry was able to sustain a respectable growth momentum. Growth rate, although
respectable, has also been aided in certain years due to rupee depreciation. According to
NASSCOM annual report, the Indian IT -ITeS/BPO industry grew by over 14.7% toreach a
total turnover of USD 90.6 billion in 2011 -12. The year was marked by expansion into new
service lines and newer geographies by Indian players.

The Indian software and services export grew from USD 59.0 billion in 2010-11 to reach
USD 71 billion in 2011-12, a growth of 20.8%. The IT services exports are estimated to
grow by 18.8% to reach USD 39.8 billion in 201112 from USD 33.5 billion in 2010-11.

The employment growth in the sector is indicative of the strong fundamentals of the
Indian industry. The growth of the Indian IT and Electronic Hardware industry is shown
in Exhibit 2.1 below

Exhibit 2.1: Electronic & IT Production Profile

140.0 -
120.0 - CAGR = 17.5%
100.0 30.2
-
) 28.2
= 800 -
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= 22.3 22.9
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Z 6
14.
= 400 | 4
20.0 - I
= T T T T T
2006-07 2007-08 2008-00 2000-10 2010-11  2011-12
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m Computer Software Production Electronic Hardware Production

Source: Annual Report of Department of Information Technology, Government of India

Indian IT & ITeS industry is ex port driven and computer software exports dominate the
export revenue with Electronic Hardware contributing only a small share. The growth in
software exports from India is depicted in Exhibit 2. 2 below.
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Exhibit 2. 2: Exports from India
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Domestic market for IT and ITeS is still small in India and most of the products/services
are export-oriented. The revenue from the domestic IT market was expected to touch USD
16.7 billion in 2011-12 as compared to USD 14.3 billion in 201011.

Traditionally, US and UK have been the largest export markets for the industry
accounting for almost 80% of all exports. However the focus is gradually shifting to other
geographies, especially to Coninental Europe. India is also looked upon as an R&D hub
for many multinational companies with over 600 companies sourcing their product
development and engineering services from their Indian subsidiaries.

India advantage

India is the second fastest growing economy in the world with its Gross Domestic Product

(GDP) growing at an average rate of 8.2% (20032012) (refer Exhibit 2.3). In spite of the

global financial crisis, companies from developed economies have shown confidence in
India's future and are inte rested in growing their business in the country. In fact, the

Indian stock market was amongst the first few to bounce back after the global financial

crisis in 2008 -09.

Exhibit 2. 3: Average GDP Growth (2003  -12)

China 10.50%

India

Indonesia 5.80%

Malaysia 4.00%
Russia 4.40%
Brazil 4.10%

Thailand 3.80%

f . ‘ . . . )
0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00%

Source: IMF, Crisil
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With the largest number of listed companies d 10,000 across 21 stock exchanges, India
has the third largest investor base in the world. It also has the fourth largest billionaire
population in the world. Average household income in India is expected to triple in next 2
decades wth projected CAGR of 5.3%. This is significantly more rapid than 3.6% growth
in the past 20 years. This presents an opportunity for the growth of huge domestic market
in the times to come.

Today, India is amongst the world's youngest nations with a median age of 26 years (014
years: 29.7%. 1564 years,:64.9%, 65+ years: 5.5%), as compared to 45 in Japan, 37 in
USA and 36 in China (refer Exhibit 2.4). India is projected to stay the youngest with its
working -age population estimated to rise to 70% of the tatal demographic by 2030 - the
largest in the world.

Exhibit 2. 4: Median Age (Years)

China

o 10 20 30 40 50
Average age in years

Source: The World Fact Book

According to a previous industry estimate, global sourcing amounted to US $ 25 billion
savings for customers in 2008. The outsourcing model has established itself as a
successful business model.

India is increasingly being looked upon as a preferred destination for setting up
subsidiaries due to its impeccable record of access to vast skill base, cost competitiveness,
strong quality orientation, availability of high quality infrastructure, enabling policies of
the government, mature industry eco-system, commitment to address security concerns,
availability of private equity to support local entrepreneurs, economic stability and global
24X7 service delivery model. Some of the above points have been elaborated below:

A Access to vast skill base:

- Over 6 2.5 million graduates are added to the workforce every year, including
300,000 engineers and 150,000 IT professionals.

- One of the largest English speaking manpower in the world.

- Availability of quality delivery management talent from international banks and
consulting firms.

A Strong Quality Orientation
0 IS0 9001, COPC, 6 Sigma are some of the established quality initiatives.
0 80 out of the world' s 117 SEI CMM Level 5 companies are from India.
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A Availability of High Quality Infrastructure

- Concerted efforts to provide dedicated, international quality, cost effective real
estate at software parks, Special Economic Zones (SEZ) and IT Investment Regins
(ITIR).

Availability of high quality international and national dedicated telecom infrastructure.
A Cost Competitiveness
- The cost impact of sourcing from Indian IT and ITeS industry can be significant

due to lower wages, cost of living, real estate ad other costs (refer Exhibit 2.5). A
company based in US or Europe can save 300% cost by off shoring operations. India
also provides the most economical manufacturing workforce.

Exhibit 2.5: Labour cost (USD per month)

s ~
USA 2,766
Taiwan
Thailand
China
India
- 500 1,000 1,500 2,000 2,500 3,000
USD per month
. _/
Factors contributing to contin ued success of IT/ITeSi  ndustry

The major cities in India which houses IT & ITeS are Bangalore, Chennai, Hyderabad,

Mumbai, Pune, Delhi and Kolkata. However, leading companies are now diversifying and

moving delivery center locations beyond Tier 1 cities to Tier 2 and 3 cities, to achieve
better cost competitiveness and less employee turnover. Some of the key factors for the
concentration and growth of IT/ITeS industry in these cities are:

1 Established connectivity to international and other domestic cities

1 Well-established physical infrastructure e.g. power, water, telecom etc. (However.
cost of infrastructure for these locations seems to be an area of immense concern for
service-providers and clients)

1 Availability of well -qualified, adequate and low-cost manpower

1 Well-developed social infrastructure to support residing population

1 Well defined real estate laws, regulations on ownership and transfer of property

According to a study conducted by Gartner, India has a high rating across many
parameters considered to ascertain a country's suitability for captive and outsourced
offshore IT work. The parameters and their ratings are as follows,
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Parameter Rating
Language Very Good
Government Support Excellent
Labour pool Excellent
Infrastructure Good
Educational System Good
Cost Very Good
Political and Economic Very Good
Environment

Cultural Compatibility Good
Global and Legal Maturity Very Good
Data and Intellectual Property Good
Security and Privacy

Language: With more than 35 languages and more than 300 dialects in active use, India
is a multilingual, multi -religious, multicultural country. However, India has a strong
foundation in the use of English, which is the de facto business language across the
country.

India has the second largest Engish speaking scientific professionals in the world, second
only to US. It is also ranked 17th in the IMD global competitiveness ranking for English
language skills.

Government Support  : The government of India is taking special care to boost the IT
Industry . The Department of Information Technology (DIT) endeavours to increase the
country's e-readiness by focusing on key emerging technologies. To boost the IT Industry,
the DIT also aims to focus on IT education and IT-based education, technologies, systems
and applications, broadband, smart cards, radio frequency identification, and networking
technologies.

Heavy investments have been earmarked for establishing Bio IT Parks, IT investment
regions and the Trans Eurasia Information Network. There is a strong focus on using IT
to drive improved governance and transparency in government interactions with the
citizens. This will boost both the Indian government's use of IT and the overall domestic
IT industry.

Labour Pool : According to a study conducted by IMD Global, India ranked 7th in IT
skills . According to DIT, employment generated by IT industry in the year 2011-12 stood
at 2.77 million, which is the largest pool of offshore talent in the world. The reverse "brain
drain" back to India of Indian nationals who have education and work experience in other
countries has accelerated over the past years, and remains a stronghold of highend
expatriate talent returning to the country. Even as global enterprises increasingly look to
broaden the base in their choice of countries from a risk mitigation perspective, the size,
guality and scale of the Indian labour pool continues to differentiate it from all other
countries.

Infrastructure  : The government is laying emphasis on augmenting the infrastructure
in the country with spending of 8% of its GDP on infrastructure in 2011. The latest budget
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underscores an investment of USD 956 billion in the 12th Five Year Plan (201217) toward
improving highways, ports, airports, power plants and other infrastructure.

Telecommunicatio ns infrastructure recently underwent a major change with the rollout of
3G licenses to the telecom players. Airports in India have undergone the most dramatic
transformation in Tier 1 cities. A major revamping of airports in some key IT cities is
complete or is near completion.

Educational System : According to a study by IMD Global, India ranks 20th in
Educational System, based on educational system's ability to meet the needs of
competitive economy. It is also ranked 13th on management education and 22nd on
university education. India has one of the largest numbers of higher education
institutions in the world, comprising at least 634 universities and 33,023 colleges as on
December 2011. It also has the secon¢highest number of engineering graduates, after the
u.S.

Education is a high priority for the Indian government. This is reflected by the fact that in
2012 a budget of $ 10.94 billion was allocated towards the education sector in the 12th
Five Year Plan

Cost: With recession gradually abating, salaries have been rising and, as a result, attrition
levels have also risen. According to a survey by Towers Watson, India is expected to lead
salary increases in Asia/Pacific in 2012. The overall increase in the cost of experienced
workers in India has meant that the country is no longer the least-expensive option on a
purely resource-cost basis, compared with some other developing countries. On an
absolute basis, the annual salary of a programmer with about three years' experience is
$12,000 to $17,000.Increased levels of attrition in the IT industry is adding to the overall
cost. However, even with salary escalation, India has a reasonable cost differential.

Real estate prices have been going up showing double digit growth over the years due to
the rising cost of construction material, taxes and rising interest rates. Leading India
providers continue to diversify delivery centre locations beyond Tier 1 cities to Tier 2 and
3 cities, to achieve more-competitive labour rates.

Political and Economic Environment: Indi a's GDP growth moderated to 6.5% in the
fiscal year 201%:12. Despite having a moderate growth rate in 201112, India was one of
the fastest growing economies not only in Asia Pacific region, but in the whole world.
India is considered a stable nation with a progressive economic mind-set and a stable
government. High economic growth continues to attract investments into India, thereby
fuelling the overall growth of the industry.

But there are clear areas for improvement for the country. According to Transparency
International's 2012 corruption perceptions index, India is ranked 95 out of 183 countries
(with 1 being the best and 183 the worst).

India has several country / region specific agreements and treaties with other countries. It
has been recognized as &y to U.S. strategic interests. U.S., U.K., Canada and Australia are
the countries where large number of Indians with technical skills and professional
expertise migrate. The country has emerged as a major power in the global economy,
which gives it a better voice in international affairs. India's growing economic strength,
military prowess, and scientific and technical capacity, as well as the size, population,

Page| 15



AP ITIR Updated Project proposal - DPR
December 2013

strategic location and above all the democratic system of the country strengthen its
position in the global stage.

Cultural Compatibility . India has a strong general cultural affinity with most English
speaking Western countries, while a cultural compatibility challenge exists with markets
in the non-English-speaking world, such as Japan and much of Western Europe.
According to IMD Global study, India ranks 12th in the 'openness and acceptance' to
foreign ideas. It ranks eighth in flexibility and adaptability of people when faced with
challenges. Increasing recognition of India as a major global ecoromy is facilitating
India's cultural assimilation with other countries, through greater bilateral relationships
at a peopleto-people as well as governmentto-government level.

Global and Legal Maturity . Indian legal system continues to have an adverse d&ct on
business risk, with examples of court cases prolonging on for years. The World Bank's
"Doing Business 2012" report places India 182 out of 183 countries for "enforcing
contracts."

India has 57 bilateral investment treaties with nations, including the U.K., France,
Germany, Malaysia and Mauritius. India and the U.S. do not have a bilateral investment
treaty, although they have a doubletaxation avoidance treaty.

The IT Act (amended) of 2008 has brought in major modifications in current Indian
cyber law that made it more stringent and comprehensive. India was placed 47th in a
recent world audit ranking democracy out of 150 countries (where 1 is the best).

India is putting efforts into strengthening existing bilateral ties with neighbouring nations

for better trade prospects. Bolstering of these ties is liable to increase the presence of
foreign players in the country. Work is under way to further improve the legal system and
financial network, which has a long way to meet international business standards.

Data and Intellectual Property Security and Privacy . The Department of

Information Technology has come up with a cyber-security strategy to address the
strategic objectives for securing country's cyberspace. According to the Business Software
Alliance, PC software piracy in India has declined from 71% in 2006 to 64% in 2010. In

the Asia/Pacific region, this places India ahead of China (78%), Indonesia (87%),

Thailand (73%) and Vietnam (83%).

NASSCOM continues to lobby the Indian government for improv ed laws around data
security and privacy to bring it up to par with global standards, and has set up the Data
Security

Council of India as a SelfRegulatory Organization to establish, popularize, monitor,
certify and enforce privacy and data protection standards for India's IT -enabled
services/business process outsourcingBPO industry.

Although India does have a sound data protection and security in place, the country is
coming up with various acts and laws to fight the cyber crimes in the country. Although

piracy is still commonplace, intellectual property protection is improving, as a result of

government and IT industry initiatives. The lack of adequate laws and enforcement
mechanisms remains the biggest challenge to achieving global standards in IP, seurity
and privacy protection.
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Key challenges/ issues faced by the industry

While Indian IT -ITeS industry is well positioned to continue its leadership position in
global offshore outsourcing, it needs to overcome certain challenges to ensure that the
industry growth is sustainable. Some of the major challenges faced are listed below:

A Maintain confidentiality of sensitive client data such as bank, health and
other private details

A Maintain a competitive edge over low cost destinations such as Philippines,

Malaysia, China, Russia, East European countries (i.e. Poland and Hungary)

and South American countries (i.e. Brazil, Mexico and Chile)

Matching the supply of trained manpower to meet the spiralling demand

Diversification to new areas of business

Infrastructu re bottlenecks in areas such as seamless internet connectivity,

uninterrupted power and water supply, transport connectivity

Tax Holiday withdrawals

o ToToTo

Future Outlook

Indian IT sector is expected to be driven by strong demand and Indian expertise and its
advantageous position in the IT space. Increasing affluence of domestic consumers and
globalization of key segments are expected to enhance the domestic spend on IT services.
Indian IT -BPO sector has tremendous untapped potential for growth as it currently
accounts for less than 5% of the global market

Some of the key observations on the outlook of the IT industry are:

A The economic slowdown presents a challenge to software vendors, as enterprises
are tempted to focus more on the bottom line. Despite the slowdown, the
software and service sector would grow at a projected CAGR of 13% for 2009
2013.

A In terms of sectors, the most obvious growth opportunities are in the public
sector and among SMEs. Despite the difficult economic conditions, the local
market is likely to sustain vendor investment, with the SMEs becoming more
sophisticated in their demand for customized software and applications to
increase business flexibility.

A India is slowly emerging as a global centre for outsourcing, with large US and
European companies focusing on offshore software development to lower costs.
Several sectors that promise outsourcing opportunities in this global economic
slowdown are auto ancillaries and pharmaceuticals.

A In the broad domestic software market, telecom, government, manufacturing
and retail are key verticals driving demand, with enterprises focusing on
improvement of customer -service experience, efficiency and decision support.

A The leading sectors for ERP/ERM applications are manufacturing, retail
banking, financial services, telecom, IT services/call centres, insurance, state
and central government agencies. As services become increasingly important,
particularly in competitive industries such as telecom, more companies are
adopting CRM solutions.

A There seems to be aparadigm shift in the character of the Indian IT industry,
with India gradually moving up the value chain from a low -cost service provider
to an integrated higher value global IT services vendor.
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India is at the forefront of the rapidly evolving Business P rocess Offshoring (BPO) market
and is well established as a 'destination of choice'. Having grown manifold in size and
matured in terms of service delivery capability and footprint over the past decade, the

Indian BPO industry is now at an inflexion point & and faces a unique opportunity to

enhance its role as a fullservice, value-adding partner. There is significant headroom in

the addressable BPO opportunity for buyers and providers, and there are sizeable
untapped opportunities across a wide spectrum of segments. Also, Indian BP() industry is

favourably positioned to benefit from its established delivery capabilities, which bear a

key influence on buyers' decision to expand their global sourcing exposure. Over the next
five years, the right choices by sikeholders of the Indian BPO industry could affect a
fivefold growth. The aspired target is aggressive, but it is achievable, and will bring huge
payoffs to India-s economy, employment and role in the global marketplace.

The Indian BPO industry's growth and increasing maturity is reflected across multiple

dimensions. In just over a decade, the industry has grown to reach nearly USD 15.9 billion
(FY 2012) in export revenues and USD 2.7 in domestic revenues. It employs about 8.0
lakh people, and accounts for more than 37% of the worldwide BPO market share in
revenue terms.

Domestic BPO has emerged as a major segment in this pie. From being predominantly
voice based, BPO has added other complex processes like KPO, LPO, Clinical research in
their product offerin gs. There is very little to differentiate companies from the product
point of view and therefore offering very high quality, personalized, 24/7 customer service
would be critical for sustaining growth in this industry, which in turn will require scale,
flexibility and expertise. There could be consolidation in the industry in the coming years
as big companies would want to expand their offering by acquiring niche players in the
industry.

There is threat in Voice based BPO segment in India from countries like Philippines,

Mexico and other Eastern Europe Countries as these countries have greater cultural
affinity towards US and Europe. But this threat could be mitigated by the immense

growth seen in the domestic Telecom sector and BFSI sector. Introduction of 3G licenses
in telecom sector would further increase subscriber base in India, hence would increase
demand for voice based BPO catering to domestic market. Similarly investment seen in
other sectors such as banking, insurance, and consumer business would drther create

demand for BPO in India.

2.2. EHM (ELECTRONIC HARD WARE MANUFACTURING) INDUSTRY

'Electronics' refers to the branch of science which makes use of the controlled motion of
electrons through different media. The global Electronics Industry comprises of various
auxiliary sectors namely electronic components, computer and office equipment,
telecommunications, consumer appliances and industrial electronics. Electronic
Hardware Manufacturing (EHM) Industry refers to the segment of industry which deals
with the manufacturing of Electronic components.

|2.2.1.GLOBAL EHM INDUSTRY LANDSCAPE INTRODUCTION AND EVOLUTION OF
‘EHMINDUSTRY

Electronics, reported at USD 1.75 trillion, is the largest and fastest growing manufacturing
industry in the world. It is expected to rea ch USD 2 trillion by 2014 and USD 2.4 trillion
by 2020. Currently, the demand in the Indian market stands at USD 45 billion and is
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projected to grow to USD 125 billion by 2014 and USD 400 billion by 2020. Further,

exports are expected to increasefrom the current USD 4 billion to USD 15 billion by 2014
and USD 80 billion by 2020. Domestic consumption is expected to grow exponentially at
a CAGR of 22% for the period 2009 2020. This will be driven by a surge in income levels,
the aspirational value of electronics goods, demand from a resurgent corporate sector and
t he gover nmengovemandéeocus on e

Size of the global electronics industry-@wis other major industries
4.40 times the size of Oil, Petrol and Minerals Industry

2.75 times the size of Clemicals and Plastics Industry

2.45 times the size of Food, Beverages and Tobacco industry
2.44 times the size of Transportation industry

To o Do o Do

2.20 times the size of Electricity. water and Gas industry

2.2.2. INDIAN EHM INDUSTRY LANDSCAPE INTRODUCTION

The Electronics Industry in India started to take shape in the mid 1960's, catering to the
requirements of the Space and Defence sectors. These sectors were under rigid control of
the Government and hence the growth of Electronics industry was limited. In the 1970's,
developments in consumer electronics, such as transistor radios, Black & White TV,
calculators and other audio products added traction to the industry. In the 1980's, advent
of colour televisions, computers and digital telephony led to the beginning of a continuous
and rapid growth phase for the industry. In the 1990's, electronics industry continued to
boom due to the rapid pace of digitalization across all sectors.

In the mid 1990's India's focus shifted to software, coupled with few policy changes such
as a steep fall in custom tariffs suddenly made the hardware sector vulnerable to
international competition. In 1997, the ITA agreement was signed at the WTO where
India committed itself to total elimination of all customs duties on IT hardware b y 2005.

In recent years, the electronic industry is growing at a brisk pace, due to the booming
domestic sales, especially from consumer electronics segment. According to industry
estimates, the size of Indian electronics market was about USD 40 Billion in 2009 with
the growth rate hovering at greater than 20% during the previous couple of years. It
represented a miniscule 2.6% of the global industry size during that year.

Currently, about 314th of the Indian demand for electronics market is met through
imports. T he domestic production in India was around USD 25.4 billion in 2011. However
with the demand in the Indian market growing at a rapid pace, significant investments
are flowing into segment for augmenting manufacturing capacity. (Source: ELCINA)

Global players such as Solectron, Flextronics, Jabil, Nokia, Elcoteq and many others have
established manufacturing bases in the country. In consumer electronics, Korean
companies such as LG and Samsung have made commitments by establishing large
manufacturing facilit ies and now enjoy a significant share in the growing market for
products such as Televisions, CD/DVD Players, Audio equipment and other
entertainment products.
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2.3. OPPORTUNITY FOR ANDHRA PRADESH

23.1.1T/ ITES IN ANDHRA PRADESH

Andhra Pradesh is the fourth largest state in terms of area and fifth largest economy in India
and has been one of the forerunners in the IT growth in the country. Hyderabad is now
being referred 1t as trescity ®d yobheeof théd largedt concentrations of
software technology companies in India including 7Hills Business Solutions, Accenture,
AppLabs, Infosys, Microsoft, CSC, Oracle, Wipro, GE, iGate, ADP, Dell, Deloitte, HSBC,
Analog Devices, Rhythm and Hues Studios, IBM, Satyam, Birlasoft, Cypress
Semiconductors, SatNav Technolodes, TCS, Amazon, Google, HP, Capgemini, Computer
Associates, Qualcomm, Cognizant Technology Solutions(CTS), UBS, MindTree, HCL,
Polaris, Bank of America, Verizon, Covansys and Sierra Atlantic etc. Besides Hyderabad,
other major cities like Visakhapatnam and Vijayawada are also emerging as potential IT
hubs because of cost advantage and other enabling factors.

Besides government support in providing fiscal incentives and infrastructure support, the
state also boasts of contributing the highest number of IT professionals to the talent pool.
With the largest number of IT/ITES SEZ notified, the state has seen almost 50% growth in

exports in software sector and also contri
The recent NASSCOM study on assessmenbf 50 Indian cities as potential hubs for IT
industry has |isted Hyderabad as one of t

factors like high availability of talent pool, enabling business environment, presence of
recognized IT-BPO companies, IT parks, SEZs and government support. Other factors that
contribute to the success of the state as a whole and Hyderabad in particular are excellent
road and rail connectivity with the major metros. Now with a newly developed international
airport with world -class facilities, the city has direct flight connections to London,
Amsterdam, Bangkok and the Middle East.

Andhra Pradesho6s success in the field of
outsourcing over the past decade remains unparalleled. Total export revenues earned by this
sector have grown from INR 1000 crore (USD 56 million) in 1998 -1999 to INR 36,000 crore

(USD 8.5 billion) in 2010 -11, a CAGR of 35 per cent. The domestic FBPO sector is showing
increased traction too. Andhra Pradesh i through its unique value proposition T cost
effectiveness, abundanttalent and maturing service delivery, has emerged as the cornerstone
for this sector, steadily increasing its market share to over 50% of the global sourcing
industry. It is estimated that India basedresources account for about 60-70% of the offshore
delivery capacities available across theleading multinational IT -BPO players. Over the last
10 years, the technology and BPO industry hasbeen an engine of growth for the Indian

economy. Between 198 and 2008, it quadrupled its shareof | ndi a6s GDP and

and 16% respectively. In addition, the industry has also had a strong multiplier effect on
national GDP and consumer spending by way of capital expenditure, operating expenses and
expenditure by the individuals employed in the industry.

Over the last 10 years, the technology and BPO industry has been an engine of growth for the
Andhra Pradesh economy. Bet ween 2000 and
and exports to 1.5% and 166 respectively. In addition, the industry has also had a strong
multiplier effect on State GSDP, Employment and consumer spending by way of capital
expenditure, operating expenses and expenditure by the individuals employed in the IT
industry.

A AP is the first state to initiate some of the key e-Governance projects in the country
A Presently the share of IT exports of our state is 12.4% of National IT exports.
A 1T Employment in AP occupies 11.4% of National IT employment.
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A AP IT sector contributes 0.85% share to the National GDP (National GDP share is
5.7%).
A AP ranks 4th in IT performance in the country.
A For the year 201122012, AP growth rate is 16% as against National growth rate of
15.7%.
A The total IT turnover from the State for the year 2011-2012 is Rs.53,246 crores
~ (Exports:Rs. 40,646 crores + Domestic:Rs.12,600 crores) .
A T contributes to 39% of total exports from AP.
A AP has 56 IT SEZs, out of 353 approved IT SEZs in the country.
1 Over 600,000 English speaking graduates and nearly half of it are technical
/engineering graduates.
1 JKC Program: First of its kind initiative in the country, bridging the gap between
industry and academia.
1 Presence of best engineering and Management colleges such as IIT , lliT, ISB and
MSIT etc.
1 Well connected to International destination through world class airports i state of
the art sea ports with bulk cargo handling capacity.
PARTICULARS 1999 2012 INCREASE
No. of IT companies 194 1268 6.5 times
Employment 12,000 318624 26 times
Exports (Rs.Crores) 284 40646 143 times
Built -up Space (sft) 200,000 60 million 300 times

The growth of the IT sector in Andhra Pradesh has led to tremendous payoffs in terms of
wealth creation and generation of high quality employment. Direct employment in the IT
servicesand BPO segment touched nearly 318,624 by the end of FY 2012.This also translates
to the creation of over 1 million indirect job opportunities attributed to the growth of this
sector in diverse fields such as commercial and residential real estate, retail, hospitality and
transport ation, etc. While the sector has maintained a CAGR of over 30%in the past decade,
the global economic downturn in 2007-09 has impacted the growth IT. The Industry has
been showing promising growth from late 2009 onwards. Leading Industry analysts Gartner
in its recent report have estimated that the worldwide technology spending will be to the
tune of USD 3,670 billion and IT being an export led sector with a key thrust on banking,
financial and insurances services, exports are expected to growby over 10% domestic
market by 30%. Andhra Pradesh ICT Sector has demonstratedmaturity by reducing costs,
focusing on new markets, investing in sales and development, domainexpertise, enhancing
operational excellence and thrust on customer centricity.

2.3.2.EHM IN ANDHRA PRADESH

Andhra Pradesh also has large share in electronic productbn in India contributing about
7.5% of electronic production in the country and has about 300 electronic industries.

1 AP State ranks No.5 in the National Electronic industry

1 AP reached Rs.6%00 crore production and Rs.650 crore exports during 2009 -2010

1 Houses about 300 electronic industries with 60,000 employee base and in highly
specialized lines.

Major segments in Electronic Hardware existing in AP include Industrial Electronics,
Communication & broadcast equipments, Computers & Peripherals, Strategic
electronics & components (Semiconductors, Solar & Displays) etc.

= =4
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In terms of opportunities, the electronics hardware industry can significantly boost Andhra
Pr a d ®£G3DB, generate employmentmoder ni ze processes and enabl
mission of inclusive growth.

It is estimated that the Indian domestic manufacturing companies can expand the
production to USD 100 billion by 2014 and USD 400 billion by 2020 with a very significant
contribution to GDP, at 20% for 2020, at par with other economies. The Electronic
Hardware Industry aspire sto seize 20% ofthe manufacturing opportunities Indian domestic
sector provides.

The electronics hardware industry can increase employment in the state sigrificantly as most
of its segments, such as electronic system manufacturing, are human capital intensive. The
electronics hardware industry has a high potential for domestic value addition, especially in
some of its segments, e.g., semiconductor design anelectronics system/product design.

There is a large opportunity evolving for Electronics hardware industry in e -governance

initiatives of the state and central government. Developmental schemes and initiatives

launched by the Government such as Sarva Shikha Abhiyaan (SSA), Restructured

Accelerated Power Developmentand Reform Programme (R-APDRP) and Mahatma Gandhi

Rural Employment Guarantee Act ( MGRE GA) . The governmentdos allo
developmental schemes and initiatives is close to USD 45 bilion. However, IT intervention is

required to ensure the effective implementation of these schemes and initiatives.

2.3.3. DEMAND PROJECTIONS WITH 2008 AS BASE YEAR

With a large base of 2 million professionals working in the IT -BPO sector and export revenue
from the BPO sector reaching USD10.9 billion and growing at about 30% per annum, the

Indian ITES industry accounted for a 63% share in the global outsourcing market in FY

2008. The size of the Indian market as measured by revenue from IT/ITES and EHM is

about USD 64 billion with the export market being pegged at 63% of total revenue at USD 41
billion and domestic market at USD 23.2 billion.

2.3.4. METHODOLOGY AND ASSUMPTIONS

A linear regression analysis was used to predict the growth of IT and EHM revenue, based on
the GDP growth for the past 10 years. The share of Andhra Pradesh in IT / ITES exports and
EHM production was extrapolated based on past data. Based on the projected demand for IT
/ ITES and EHM, the land requirement was calculated based on industry norms li ke space
requirement per employee and revenue per acre of land for IT and EHM respectively.

Key assumptions:

9 Time horizon i 25 years

9 Optimistic GDP growth rate i 7.5%

1 Pessimistic GDP growth ratei 6.0%

9 Share of AP IT exports to grow from 15% currently to 20% of Indian IT export over
the next 25 years.

9 Share of Hyderabad in AP IT revenuei 85% (linearly reduced to 80% for the next 25
years attributable to growth of IT sector in other cities in the state)

1 Revenue per employee assumed to grow at a CAGR of 4 %

1 EHM production assumed to grow linearly to contribute 7% to the national GDP by
2033

1 AP share of electronics revenue to grow from present 7% to 15 % in the next 25 years

T Number of IT employees working in offices i 80% (remaining 20 % in IT campuses)

1 Spacerequirement per employee: 100 sq. ft. in offices and 300 sq. ft. in campuses
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2.3.5.RESULTS
The regression analysis for the IT sector yielded the following results:

Regression analysis: Indian IT exports

The regression analysis for IT exports and GDP growth of India yielded the following results:
Regression equationi Y;=-38.2 + 0.086*X
where; Y1 = IT exports of India

X1= GDP of India

R2=0.983

Regression analysis: Indian IT production (exports + domestic)

The regression analysis for IT production and GDP growth of India yielded the following
results:

Regression equationi Y;=-48.07 + 0.11*X;
where; Y1=IT production in India
X1= GDP of India
R2=0.982

The above regressions and other estimates gave a CAGR of 11% for IT exports in Andhra
Pradesh. Figure 1 below shows the projected IT exports form Andhra Pradesh and India.

IT exports

IT Exports (in USD billion)
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Projected revenue of IT/ITES in Andhra
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The EHM industry is expected to grow at much faster rate and contribute about 7% to the
GDP by 2033 in which the share of Andhra Pradesh is expeted to be about 15%.Exhibit :
shows the growth of EHM in India and Andhra Pradesh.

Exhibit : Revenue from EHM Production

Electronics Industry Forecast (in USD billion)
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3. PROJECT CONCEPT , DELINEATION &
INFRASTRUCTURE REQUIREMENT

To promote investment in information technology (IT), information techno logy enabled
services (ITES) and electronic hardware manufacturing (EHM) units, the government of
India has envisaged a transparent and an investment friendly policy for setting up
information technology investment regions (ITIRS) 1 a Gazette notification dated
28.05.2008 published a policy resolution for setting up of ITIRs. These ITIRs are expected to
provide i

1
1
1

Conducive business environment;
Transparent investor friendly policy; and

Excellent infrastructure.

Under the Gazette notification dated 28.05.2008, the Gol will consider applications from
state governments for establishing ITIRs and approve feasible proposals. Government of
India will ensure the availability of external physical infrastructure linkages to the ITIR
including National Highways, air ports, telecom and rail in a time bound manner.

The key provisions of the Gazette notification are:

T

The state government would need to identify a suitable location and notify the
location as ITIR under a relevant existing act or, if required, enact a new
legislation to notify the ITIR.

The state government should constitute a management board for development
of the ITIR with the functions as specified in the Gazette notification, under the
relevant state act; or if necessary, under a new act

The ITIR delineation should be based on the following criteria:
o Minimum area of 40 square kilometre, and the area has to be contiguous;
0 Minimum Processing Area of 40%

0 ITIR could include - SEZs, industrial parks, FTWZs or Export Oriented Units,
existing settlements, industries and services centres

o Internal infrastructure would be built and managed by a developer or a group
of developers

o Development of ITIR to be undertaken in two phases:
A Phase | of maximum 20% of notified area
A Phase Il with a development timeframe of 15-20 years

The concerned state government can provide additional package of incentives for the
development of ITIR.

The external infrastructure to be created through PPPs (Gol will support, if required,
through viability gap funding).

3.1. OBJECTIVES AND REASONING BEHIND THE PROPOSEDAP ITIR

The key goals and objectives proposed to be met in the proposed ITIR aré

A Reduce travel timesi take work to the workers;
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A Active living 1 walking distance of parks and green areas;
A Proper infrastructure planning i roads, water, drainage, rail, metro, solid waste;
A Promote green citiesi reduce carbon footprints; and

A Preserve heritage area§ connect with the past;

3.2. BENEFITS OF ITIR TO THE STATE OF ANDHRA PRADESH
The development of an ITIR will provide a boost to the state government in terms of i

A Better planning for the ITIR would lead to better infrastructure and promote
strategies to reduce the carbon footprint of the development.

A Provision of better infrastructure in the ITIR would help in further leveraging the
cluster effect of the IT industry T thus attracting new investment into IT/ITES/EHM
sectors in the state.

A ITIR shall have linkages with the new IT policy of the state to further enhance
sustained growth of the IT industry.

A Provide stimulus to export growth as well as generate direct and indirect
employment.

A Provisions can be made to ensure that green buildings and green spaces are
promoted so that people residing and working in the ITIR can live in a healthy
environment.

3.3. INTEGRATING THE VIEW S OF KEY STAKEHOLDERS

There were a series of meetings held withthe Infrastructure Sub -Committee formed

by the government of AP - members of which include business leaders (in the IT
industry) and other key stakeholders in the sector. These meetings provided feedback and
views on development of the ITIR in an inclusive environment.

Key areas of concerns and recommendations of the industry include:-
Development of world class infrastructure i transport, water, sewerage and drainage
ITIR to be bicycle friendly;

Water shed management i due considerations to existing water bodies and their
interconnections through natural drainage channels;

Prevent development of urban heat lands i promoting the concept of green
buildings;

Efficient waste management; and

o Do Bo Do Do P>

Accessibility of social infrastructure 7 walk-able distance of green areas.
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3.4. DELINEATION OF AP IT IR

3.4.1.KEY DRIVERS FOR DELINEATION

3.4.1.1. ADVANTAGES OF HYDERABAD

Hyderabad, better known as Hitec City of India, has seen phenomenal economic growth in
the last few years and has strengthenedits position as one of the best investment
destinations for IT & ITES industry. Hyderabad is emerging as one of the fastest growing IT
cities of the country and is the fourth largest exporter of software products and services. The
NASSCOM study on assessrant of 50 Indian cities as potential hub for IT industry has listed
Hyderabad as one of the leader in the sector because of its enabling factors like

high availability of talent pool, enabling business environment, presence of

recognized IT -BPO companies, IT parks, SEZs and government support

Hyderabad has 28 universities, professional colleges, more than 698 engineering colleges,
1920 UG colleges, 713 MCA colleges, 174 Polytechnic collegegtemiere institutes like [IT
Hyderabad, llIT, ISB, BITS only to name a few, which form a rich resource base for the IT
industry. Other factor that contribute to the success of the state as a whole and Hyderabad in
particular is its excellent air, road and rail connectivity with the major metros.

Regionally, Hyderabad lies on the convergence of national and state highways and trunk, air
and rail routes, which link it with other metropolitan centres and key centres of importance
in the country. The well-developed national and regional rail-road network crisscrossing the
city has improved the access of Hyderabad to a number of key growth centres within and
outside the state.

9 In relation to the other metros, it is located at a distance of 739 km from Mumbai,
704 km from Chennai, 566 km from Bangalore, 1453 km from Delhi and 1516 km
from Calcutta.

1 More than 28 flights, 160 trains and nearly 2,000 buses connect Hyderabad every
day with other parts of India.

1 Hyderabad has 3,000 km of road network including arterial roads, sub -arterial roads,
local streets and 21 flyovers.

1 It boasts of an optic fibre linked telephone exchanges with telephone density of 11.8
per 100 people.

1 With the newly developed international airport with world -class facilities fully
functional, the city is directly connected to London, Amsterdam, Bangkok and the
Middle East.

23.4.1.2. SPATIAL DEVELOPMENT TRENDS IN THE CITY

From 1980s onwards, growth was observed in the western part of the city in the Banjara
Hills and Jubilee Hills area. Subsequently growth has further moved towards Madhapur and
beyond with establishment of Hitech City housing IT & ITES companies.

The growth of Hyderabad is predominantly happening in peripheral areas due to availability
of land and government initiatives to provide infrastructure facilities for growth. Most of
these mega projects tave in turn provided a boost to the development of peripheral areas in
Hyderabad.

As shown in the map below, the growth in Hyderabad has been seen primarily in three
directions of Patancheru, Shamshabad (after the development of International Airport) and
Ghatkesar (proposed large developments like the Infosys centre etc).
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Figure 1: Growth trends in Hyderabad
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“The present IT development is predominantly in the Cyberabad area. This development is
not supported by adequate social infrastructure. Therefore, many IT employees reside in
areas which are at a distance and commute daily to work.

The ITIR has been delineated in areas which are already developed and have residential
settlements i like areas surounding CDA, Uppal, Pocharam and Maheshwaram. The ITIR
notification will accelerate IT developments in the notified areas and encourage developers
to develop further social infrastructure supporting the processing area. These developments
will eventuall y help in reducing the travel time of the IT employees.

23.4.1.4. EXISTING IT/ITES/SEZ DEVELOPMENTS IN THE CITY

The IT industry in Andhra Pradesh has been identified as a key driver of the state economy
in the forthcoming decade and Hyderabad is expected to be atthe forefront of this
development. With this as the backdrop, the state has focused on developing an enabling
environment and support infrastructure to become a leading IT destination. ITIR is a step in
this direction to further strengthen the existing IT industry in Hyderabad.

Hyderabad can boast of being one of the first cities in India which initiated coordinated and
comprehensive development strategies towards development of the IT industry leading to
the development of the techno-township called Hitech City in Madhapur in the late 1990s.
This initiative combined with aggressive marketing of the state government has paved the
path for IT investment in Hyderabad. The state government promoted similar developments
in and around Madhapur, encouraged by the success of Hitech City. Hence, the development
has spread to the surrounding areas of Manikonda, Gachibowli, Kokapet, Raidurg and
Gopanpally. All these areas are being governed by the Cyberabad Development Authority
(CDA).
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Simultaneous to the development of Cyberabad areaand surroundings, Fab City; Hardware
Park; APIIC Work Centre and Maheshwaram Electronic SEZ are coming up in the southern

part of the City. The growth in the South was accelerated by the development of the
Hyderabad International Airpo rt in Shamshabad.

Besides, Genpact and Prajay Technopark were established in the eastern part of the city. The
prospects of growth in the east have increased due to the acquisition of 450acre land by
Infosys for their campus.

The IT/ITES concentrations in Hyderabad are mapped in the following map i

Figure 2: IT/ITES concentrations in Hyderabad

HYDERABAD METROPOLITAN DEVELOPMENT AUTHORITY

HYDERABAD METROPFPOLITAN DEVELOPMENT AUTHORITY

3.4.2.ITIR DELINEATION
The concept of ITIR in Hyderabad has been developed consideringi

1 A mix of brown-field and green-field development i inclusion of existing
developments and vacant land with potential for growth in future

1 Current agglomerations being connected through the growth corridor
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1 Master Plan of the proposed ITIR will be integrated with the HMDA Master Plan
1 Integration with the ex isting and proposed settlements
9 Integration with the natural features

Therefore, the ITIR has been delineated with three agglomerations being linked by two
connectors along the ORR. The boundaries of all the three agglomerations and the
connectors are exphined in the following sections and the area details of the three
agglomerations are given belowi

Zone |I:  Zone 1 is proposed in the northrwestern part of ITIR, centring on Hitech city. The
total size of this Zone is86.70 sq km.

Zone Il:  This is proposed in the southern part of ITIR including Hardware park, Fab city
and APIIC Work centre. It covers parts of Maheshwaram mandal. The total size of this Zone
is 79.22 sq km .

Zone lll: ~ Zone 1l is designated in the north -eastern part of the ITIR area covering parts of
Pocharam and Uppal Municipality with an interconnecting corridor along National Highway
202. The total area of this Zone is10.25 sq km.

Zone IV: Zone IV is located in the western part of ITIR interconnecting Zone | and Zone I
area along the ORR The total area of zone 1V is11.50 sq km.

Zone V: Zone V is located in the eastern part of ITIR interconnecting Zone Il area and Zone
Il along the ORR. . The total area of Zone V isl4.32 sqg km.

Area details of ITIR

Agglomeration Name Total Total Total Area Total Processing
Area Processing (sg. Km) Processing area %
(acre) Area Area (sq.km)
(Acre)
done | o CEEEEEG S pn g 6721.2 86.7 27.2 31%
surrounding area
Zone Il - Shamshabad
International Ai rport & 19575.6 9464.1 79.2 38.3 48%
Maheshwaram
Zone Il - Uppal & o
Pocharam 2532.8 1057.6 10.3 4.3 42%
Zone |V - ORR
Connector from
Cyberabad to 2841.7 1334.4 115 5.4 47%
Shamshabad
International Ai rport area
Zone V - ORR
Connector from
Shamshabad 3538.5 1779.2 14.3 7.2 50%
International Ai rport area
to Uppal, Pocharam
Total 49912.6 20356.5 202.0 82.4 41%
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23.4.2.1. INTEGRATION WITH HMD A MASTER PLAN

For coordinated development of the proposed ITIR, integration of new HMDA Ma ster Plan
is very important. Thi s master plan has been notified after thorough consultations within the
government and with the public. Therefore, we do not propose any changes in the existing
master plan. ITIR Development Authority may at a later da te decide to make changes in ths
plans to make suitable modifications for the requiremen ts of IT/ITES/EHM sector.

23.4.2.2. PROCESSING & NON PRCCESSING AREAS

'Each Zone of the ITIR is planned with integrated non -processing areas to serve residential,
commercial, education, health, recreational and other social infrastructure requirements.

Regarding the processing areai

1 InZonel, it has been observed that a lot of IT related industries and associated social
infrastructure in and around Hitech city has already taken place and also a lot more
are under development. The ITIR Master Plan recognizes the sme and suitable
provisions have been made with regards to processing area.

1 In zone I, the processing areas are Hardware Park, Fab City, APIIC work centre and
other already planned SEZs.

1 In zone lll, the processing areas are allotted in existing IT developments like the
proposed Infosys campus and Raheja Mindspace.

1 In zone IV and V, which are corridors along ORR, we have provided between 50 to
70% of the total area as processing area in ITIR master plan because growth corridor
explicitly allows setting up of IT/ITES units. As of now there are no IT/ITES units
proposed in this area.

Unit Zone | Zone |l Zone Il Zone |V | Total
and V

Total Delineated Acres 21,424 19,576 2,540 6,363 49,903
Land for ITIR
Processing Area Acres 6,722 9,464 1,059 3,114 20,359
Non -processing Acres 14,702 10,112 1,481 3,249 29,544
Area
Brown Field Acres 902 385 60 - 1,347
Processing Area
Development
Green Field Acres 5,820 9,079 999 3,114 19,012
Processing Area
Development
Area allotted for Acres 544 6,553 80 - 7,176
Hardware
Area allotted for Acres 5,277 2,526 919 3,114 11,835
IT
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3.4.3. BUILDING REGULATIONS /FAR/FSI IN AP ITIR

FAR/FSI has been done away with not only in AP ITIR area but also in the entire State of
Andhra Pradesh, as per the common buildings rules have been issued vide G.0.Ms.No0.86,
dated: 03.03.2006 and subsequently G.0.Ms.No0.168, dated:07.04.2012(Pl see the
Annexures) The only parameters that will be considered will be abutting the road width,
area of the plot and the required height the builder proposed to construct. Based, on these
three parameters, the set backs are prescribed. Therefore, there is no FAR/FSI concept. The
said building rules are the most progressive and liberal in the country and other states also
are trying to emulate the same.

23.4.3.1. INTEGRATION OF EXISTING SETTLEMENTS

‘The existing village habitation areas are proposed to be included and integrated into the non-
processing areas of the ITIR. This will serve the following purposes:

1 Prevent stress on the urban infrastructure of the nearby towns and cities

9 Prevent any restriction on the existing village sites to grow spatially

1 Enable the villages to retain their inherent characteristics both social and physical

1 Strengthen the physical and social infrastructure of the villages thereby improving
the quality of life, literacy rates, health and such other related aspects of the villagers.

1 Create an environment for appropriate vocational training institutes to improve the
skill of the existing and future generations in the settlements to serve the
skilled/semi -skilled manpower needs of ITIR. Skill improvement by these institutes
will also mitigate the economic losses of the villagers due to their agricultural / other
lands being acquired for the project.

1 This will also be advantageous to the project since local workforce would be
eventually available for the project. The advantages of availability of local workforce
include the presence of their social fabric to meet their social needs, stability and
social security of the workforce and hence provide stability of employment.

9 Gather public support for the project since the public is included as an integral part of
the project.

23.4.3.2. INTEGRATION OF NATUR AL FEATURES

‘The reserve forest areas in he region are effectively integrated into the Master Plan in such a
way that they create a good ambience for the surrounding activity areas.

The various water bodies are being retained in the Master Plan and adequate buffers are also
being provided so that they serve as green recreational areas. In HWDA Master Plan, some of
the water bodies shown are considered as reclaimable and processing / norprocessing
activity area is indicated; the same assumptions has been retained in the proposed ITIR
Master Plan.

The settlement / habitation areas have been considered as part of non processing area;
however in order to maintain the uniformity of design / construction of housing, it is
considered that in case the existing habitations needs to be dismantled, new howing will be
provided to the affected people as a part of R&R package.

23.4.3.3. CIRCULATION OF TRAFFIC IN ITIR

9 The proposed ORR divides the delineated area. The major 3 industrial zones ITIR
have an entry point from the State Highway / Outer Ring Road with an adequately
planned entry plaza.

1 APSRTC bus terminals at Hardware Park, Work Centre, Fab City, Hitech city,
Pocharam industrial area and other major activity centre areas
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1 Bus service to various nodes of Hyderabad city, viz., Charminar, Afzalgunj, Koti,
Mehdipatnam, Secunderabad Station, Ameerpet, Lakdika-pul, Secretariat, SR
Nagar, Kukatpally, Begumpet, Tarnaka, etc.

9 District bus services to other cities, viz., all district headquarters & major cities like
Visakhapatnam, Vijayawada, Tirupati, Warangal, Guntur, Kurnool, Nizamabad,
Karimnagar etc.

1 For facilitating mass transport movement between the sectors and the main
Hyderabad city, all primary roads are proposed to have an exclusive 4lane dedicated
bus-way as part of the central median, which could be upgraded as LRT (Light Rail
transit) system at a future date

1 A Truck Terminal has been proposed at the junction of the ORR and the Srisailam
Highway at Tukkuguda.

Dedicated transport zone has been proposed inZone |I.

Similarly, a viable bus system needs tobe proposed for the inter-sectoral movement
along the secondary road network. This would be taken up as part of the detailed area
level planning when the sectors develop.

9 Traffic islands in the form of rotaries (of radius 60 feet) are proposed at strategic
junctions. The intersections of all Primary Roads and Secondary Roads would have
similar rotaries.

9 Proposals are under consideration for extending the Hyderabad MMTS (Multi modal
transport system) within Zone IV all along the ORR from Shamshabadto Cyberabad
up to Hayatnagar through the Airport and Hardware Park.

In Zone Il and Zone Il agglomerations, road network has substantially developed. In Zone
I, athree level hierarchical road network is planned as given below.

Primary Circulation Network

The alignment of the Outer Ring Road of 75 m indicated in the HMDA Master Plan is
retained and rest of the land use is planned suitably.

The primary roads are proposed to cater to the smooth movement of the inter-city traffic and
besides, would help in coping with the increased traffic movement between the various
sectors and functional areas of ITIR area. The rights-of-way currently in possession have
provisions to cater for mass transit system (to be designed separately).

Secondary Circulation Network

All inter -sector level circulation roads that link the sectors are 36 m (120 feet) right-of way
and inclusive of 9 m (30 feet) service roads on either side. Some of the major existing village
roads have also been proposed to be upgraded as secondary roads 85 m wide.

Arterial and sub  -arterial roads

The arterial and sub-arterial roads comprise the connecting roads within the sectors and the
neighbourhood and within the major activity areas and shall be within the framework of the
above primary roads and scondary roads network.

I The arterial roads proposed are 45 m (148 feet) rightof-way with a 6-lane
carriageway.

9 The sub-arterial roads proposed are 30 m (100 feet) right-of-way with a 4-lane
carriageway. These also include some of the existing village rads other than those
mentioned above.

1 Other transport requirements
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3.4.4. DELINEATED AREA

Zone |l 7 Cyberabad & Surrounding areas (covering approximately 86.7

vvvvvvv

1. CYBER TOWERS
2. CYBER GATEWAY
3. CYBER PEARL
~~~~~~~ 4. TCS DECCAN PARK

5. RAHEJA MIND SPACE
6. ASCENDAS IT PARK
7.iLABS

8. L&T PHOENIX

9. DELL

10. VALUE LABS

1. RMZ FUTURA

12. ORACLE

13. SATYAM

14. Il

15, JAYABHERI SILICON
TOWERS

16. LAXMI CYBER CITY
17. DLF SEZ

Under this agglomeration, the following two areas have been considered:
1 Area under Cyberabad

9 Surrounding areas

sq. km)

| SGABReuise. GREEN FIELD AND BROWN FELD
i AREAS IN CLUSTER 1

CDA ABD ITS SRROUNDING AREAS

GREENFIELD AREAS

[ BROWNFIELD AREAS

18, CMC CAMPUS

19. TCS SYNERGY PARK
20. INFOSYS

21.ISB

22. MICROSOFT

23. WIPRO CAMPUS

24. POLARIS

25. SIERRA ATLANTIC
26. TSI WAVEROCK

27. CAPGEMINI

28. INFOTECH
ENTERPRISE

29. NVIDIA

30. ICICITOWER
31. UBS

32. KARVY

33. LANCO HILLS

Cyberabadi better known as Hitech city i is the newly-created exclusive zone developed by

the government of AP to give a boost to the development of IT infrastructure.

Located in the western suburbs of Hyderabad, Cyberabad is spread over 52 sq. km.,
comprising 17 revenue villages, out of which 16 revenue villages are in Serilingampally
Municipality and one in Manikonda Jagir gram panchayat. Serilingampally has a popul ation
of about 1.5 lakh spread over 24 wards and 151 localities. It houses major IT companies in
Hyderabad and falls within the jurisdiction of Cyberabad Development Authority (CDA).

Cyberabad spans the following areas

1 Madhapur: Cyber Tower, Cyber Pearl, Cyber Gateway, Raheja Mindspace, RMZ

Futura, TCS Deccan Park, Dell, Convergys, Vanenberg IT park, iLabs
1 Gachibowli: ISB, Infosys, DLF City, SDE Pramela,
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1 Kondapur: Jayaberi Silicon Tower, Satyam Cyberspace, HSBC GLT (Laxmi Cyber
Tower), Satyam Infocity, TCS park, SMR Technopolis.

1 Manikonda: Microsoft, Polaris, Wipro, Kanbay, Franklin Templeton, UBS, CA, Sierra
Atlantic

1 Vatingunapally : Satyam Campus

Surrounding areas of Cyberabad: The surrounding areas of CDA have also seen phenomenal
growth of IT & ITES sectors in the last 2-3 years. This growth has spilled over beyond Hitech
City and onto surrounding areas. The major emerging locations and IT hubs in surrounding
areas are:

9 Tellapur: HUDA Residential Complex in partnership with Tishman Speyers.
1 Kokapet: IT SEZ

9 Narsingi: ORR junction and Sky Scraper Zone

1 Manchirevula: Reliance Corporate Office

Boundary of Zone |

The proposed ITIR delineation boundary runs along the notified C yberabad boundary along
eastern and western part till the end of Kothaguda Resewe forest and it then further runs
southwards along CMC to hit Old Mumbai Highway opposite Gachibowli Sports Complex. It
then runs along Hyderabad Central University boundary to hit Lingampally crossroads on
Old Mumbai Highway. It then runs along this road till Tellapur Junction and takes diversion
towards south and then west to hit the 30m wide Vattinagulapally road.

The delineation runs along the same to hit proposed ORR. It runs along ORR till Khanapur
Bio Conservation Zone. From this junction it moves northwards along proposed 30 m wide
road to hit 30 m wide perpendicular road encompassing outer boundary of financial District.
The delineation runs along this road to hit ORR near Kokapet junction. From here the
delineation moves southwards along 30 m wide existing road encompassing Kokapet SEZ
and proposed SSZ in Narsingi to hit ORRT GC above Musi River.

Zone Il - Shamshabad Inernational Airport area and Maheshwaram (covering
approximately 79.2 sqg. km)

The jurisdiction of Shamshabad Inernational Airport area is over an area of about 458 sq.
km. and covers 70 revenue villages and 19 hamletsi all these are in the Ranga Reddy
district. From within the Shamshabad Inernational Airport area area, around 5,400 acres fall
under the Hyderabad International Air port at Shamshabad. The airport site is located about
21km southwest of Hyderabad city and near the National Highway No. 7 to Bangalore.
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Figure 4: Delineated area under Zone |l

Boundary of the = Shamshabad In ternational Airp ort area and Maheshwaram
agglomeration

The delineated area starts from Srisailam Highway near Pahadi Sarif area and runs along the
470m wide earmarked RCI institutional and special reservation zone. The delineation moves
eastwards along earmarked APIIC Wak Centre boundary to touch 45m wide road near
Muthyala Kunta and then it hits ORR -GC and runs along the same to take diversion near
Kammaguda Settlement along proposed 24m wide road. The delineation then moves
southwards encompassing Adibatla SEZ with exsting Pirangi Nala forming the southern
boundary of ITIR Delineation. It then takes south west direction along proposed 24m wide
road encompassing Adibatla Settlement to hit 36m wide road.

The delineation runs along proposed roads encompassing the outer baindary of APIIC Work
Centre till Shikam Ravira Cheravu and then moves down straight encircling boundary of Fab
City and then takes diversion towards the west along proposed 24m wide road to hit
Srisailam Highway near Srinagar Settlement.

It then moves south along Srisailam Highway till Mankal IDA and then along Shamshabad
Inernational Airport area boundary to join and move along Sirigiripuram and Maheshwaram
village boundaries encompassing both to hit main road connecting Maheshwaram Village to
Srisailam Highway.

The delineation takes a northwards direction along moving along boundaries of survey
numbers 455, 449, 438, 437, 436, 434, 433, 245, 244, 264. 265, 268, 269 and 36 along the
existing nala.

It hits Srisailam Highway above FAB City to move northwards encompassing APIIC
Hardware Park to hit P-10 State Highway. From here, it moves along peripheral roads
encompassing APIIC earmarked SEZs to hit Srisailam Highway near Pahadi Sarif.
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