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Com petitiveness of Softw are Firm s in India: 
An Em pirical Study

A bstract

Competition is an age-old phenom enon, but has become m ore fierce and dynamic in 

today's global era. Com petition encompasses alm ost every aspect of a firm 's, industry's 

and country's activity and drives competitiveness: the ability and desire to compete. In 

this dynamic competitive environm ent, the concept of competitiveness has become more 

important. It is evaluated at macro (country and industry) or m icro (firm) level. A t the 

country level, India's com petitiveness rank is not high as per published reports. 

However, som e Indian industries, such as Indian software industry have performed 

well in the last decade.

The Software industry in India has gained global recognition in the last decade. It has 

been a top performing industry am ongst all other Indian industries. It has been 

growing at a fast pace and has attracted enormous financial and hum an resources. But, 

India's minuscule global m arket share in this industry is a cause of concern.

Competitive performance of the software industry in India cannot be considered very 

satisfactory, if one considers the mindshare and resources it has attracted. The fact is 

that the industry has a global m arket share of less than two percent (in 2000 AD) and 

expected to grow to four percent (by 2008 AD). This may n ot be considered adequate 

considering the aspirations to become a software power and attracted best of policy.



infrastructure, finance and talent The low global market share is indicator of low  

com petitiveness of the firms in India.

Unsatisfactory performance of firms is due to low awareness and understanding about 

com petitiveness and its inappropriate (or un-systematic) evaluation. This has been 

clearly identified by root cause analysis. Considering the com petitiveness challenges in 

firms in India, a methodology was designed, using questionnaire surveys and case 

studies, to capture the com petitiveness processes and practices in the firms. The 

com petitiveness journey of the industry and firms were mapped, reasons for differences 

in com petitiveness among firms were identified. Although m ost of the managers say 

that they are w ell aware of the com petitiveness concept, but deeper probe indicate the 

fact that their understanding about the concept is weak. The com petitiveness evaluation 

focuses m ostly on the financial parameters. Com petitive firms use integrated 

frameworks and models for evaluation of their com petitiveness. The m ain reasons for 

using the frameworks and models were easy to use, objective and reliable. The 

importance of the role of country w as low, compared to the industry and the role of 

firms was highest in shaping an individual firm 's competitiveness. The im portant 

sources of com petitiveness for firms have been: top m anagem ent leadership, form al 

strategic planning, innovations, quality, intangibles management, custom er's repeat 

orders and timely delivery.
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JV Joint Venture
LAP Learnings-Action-Performance
LC Less Competitive Firms
MM Marketing M anagem ent
MNC Multi National Corporations
NASSCOM National Association of Software and Services Companies
NIC Newly Industrialized Nations
NQA National Quality Award
OECD Organization of Econom ic Cooperation and Development
OM Operations M anagement
P-CMM People- Capability M aturity Model
PD Porters' Diamond
PSU Public Sector Undertaking
QS Quality Standards
R&D Research and Developm ent
RBV Resource-based view
RCA Revealed Com petitive Advantage
RoE Return of Equity
Rol Return of Investment
RoTA Return of Total Assets
S Strategy
SAP Situation-Actors-Processes
SoCs Sources o f Com petitiveness
SPSS Statistical Package for Social Sciences
sw Software
TCS Tata Consultancy Services
TM Technology M anagement
TSR Total Shareholder Return
VA Value Added
VC Value Chain
VCI Value Creation Index
VP Value Pyramid
WCY W orld Com petitiveness Yearbook
WEF W orld Economic Forum
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