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Exactly twenty years ago, in September
1989, Jack Welch, the legendary ex-
chairman of General Electric, began
India’s unplanned outsourcing revolu-
tion when his visit set the wheels in
motion by getting Wipro coders to
write software for GE’s ultrasound ma-
chines.

Fast forward to 1997: GE Capital de-
cides to create a back office to process
credit-card applications for its venture
with the State Bank of India.

That’s when the “lights went on” for

the conglomerate, Nigel Andrews,
a former top GE Capital executive
who was steering India opera-
tions, told the Wall Street Journal
four years ago.

Version 2.0 was seeded and
soon flowered into the call-centre
revolution, the poster boy of
which was GE Capital Interna-
tional Services (Gecis), the com-
pany now known as Genpact.

A dozen years and many seis-
mic shifts in reforms later, it’s
time for Version 3.0.
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After two decades, a revolution begun by a global giant consummates its lateral logic
US IIP DATA SURPRISES 
Industrial production in the US rose more
than forecast in August, adding to evidence
gains in manufacturing are helping end the
worst recession in seven decades. Output at
factories, mines and utilities climbed 0.8%
last month after a 1% gain in July that was
larger than previously estimated, according
to a report from the Federal Reserve.

AREVA NOTIFIES UNITS’ SALE
Areva T&D India has
sought shareholder
approval to sell busi-
ness units in Tamil
Nadu and Bangalore,
and land and building
assets in Noida. The
HVM business unit at
Perungudi and instru-
ment transformer unit
at Bangalore are being
sold as there is no

scope for their expansion due to non-avail-
ability of land, the company said.

BSNL BIDS FOR MILLICOM UNIT 
State-run telecom firm Bharat Sanchar
Nigam Ltd has bid for Millicom’s Sri Lankan
operations, chairman Kuldeep Goyal said on
Wednesday. He did not provide further de-
tails. Millicom has put its assets in Sri Lan-
ka, Laos and Cambodia up for sale, and ex-
pects to complete the deals by the first quar-
ter of 2010. BSNL has said it is open to ex-
panding overseas, and is considering an invi-
tation to join a consortium that is buying a
46% stake in Kuwaiti telecom firm Zain.

SYSTEM AUDIT FOR FUNDS 
Sebi has directed mutual fund houses to get a
systems audit done by CISA or CISM certi-
fied auditors. This audit is to be done once in
two years and the audit for the two-year peri-
od between April 2008 and March 2010 is to be
done by September 2010, the regulator said.

ENTRY-LOAD-FREE MF WEBSITES 
While many online platforms are charging a
fee from mutual fund buyers, some have de-
cided not to charge money from the do-it-
yourself investors after Sebi scrapped the
entry load. Kotak Securities’ newly-
launched website fundsupermart.com and
Stock Holding Corporation of India are not
charging a penny from retail individuals
willing to invest in mutual funds through
their online platforms.

GOLD BREACHES RS 16,000
Domestic gold prices breached the Rs 16,000
per 10 gram mark for the first time ever on
Wednesday, in line with the firm global
trend. In New Delhi, standard gold and orna-
ments spurted Rs 250 each to Rs 16,220 and
Rs 16,070, respectively, while in Mumbai,
pure gold hardened by Rs 200 to end at Rs
16,060, while standard gold gained Rs 195 per
10 grams to close at Rs 15,980.

RBI ON FRAUD INVESTIGATION
The RBI on Wednesday said the rising num-
ber of frauds in the banking system show
steps taken by banks are inadequate to iden-
tify fraudsters. “The banks’ special commit-
tee of the board, which is chaired by the
CEO, should own the fraud investigation and
monitoring function and discharge the rela-
tive oversight responsibility in a proactive
manner,” the central bank said.

SHOPPERS STOP RIGHTS ISSUE 
Leading retailer Shoppers Stop on Wednes-
day said it has put on hold its proposed
rights issue and would fund its immediate
expansion through internal accruals, a top
company official said.

straws in the wind

Outsourcing 3.0: GE’ll
manufacture here now

Neha Rishi. Mumbai

Bharati Shipyard on Wednes-
day upped the ante in battle to
take control of Great Offshore
when it bought more than 3%
stake in the rigmaker through
two bulk deals, taking its hold-
ing to 22.48%.

Bharati bought 11.16 lakh
shares at an average price of
Rs 558.80 per share.

Rival ABG Shipyard had
through a raft of deals earlier
picked up 7.71% stake in the
company. It’s last deal, struck
on August 4, was at Rs 520 per
share, making it the de facto
open offer price.

Will Bharati’s deal of Rs
558.80 become its new open of-
fer price for the share (it was
Rs 405 the last time)?

The jury is out on that, be-
cause, according to company
filings available on the Bom-
bay Stock Exchange website,
the open offer period for ABG
and Bharati had ended on
Sepember 1 and August 13, re-
spectively.

But Dhananjay Datar, chief
financial officer of ABG Ship-
yard, said it is premature to
say whether that is indeed the
case. Turn to Page 20

Bharati ups
ante, buys
3% Great
Off shares
at Rs 558
Videocon offloads
a fifth of its stake;
Sebi move soon

G Seetharaman. Mumbai

Four months back, Thane-
based entrepreneur Purushot-
tam Agwan couldn’t figure out
if the recovery was due to a
genuine pick-up in demand or
just a reaction to a drop in in-
terest rates.

He, however, is surer now.
“The gloom is definitely gone
and one can notice a change in
the number of enquiries,” said
Agwan, honorary secretary
general, Chamber of Small In-
dustry Associations (COSIA).
He added that an increase in
enquiries is the first sign of a
revival for companies.

Agwan is not alone in his
optimism.

Chandrakant Salunkhe,
president, SME Chamber of
India, said there is a lot to
smile about now compared
with six months back. “The
engineering and processing
sectors are doing much better

than earlier, but the textiles
sector is still a cause for con-
cern,” he said. A large chunk
of the 14 million micro, small
& medium enterprises
(MSMEs) are in the engineer-
ing space.

The fear of retrenchment in
SMEs, which employ 60 mil-
lion people across the country,
also seems to be a thing of the
past. All employees at Ag-
wan’s R K Dutt Concerns are
now fully engaged, unlike a
few months back. In fact,
Salunkhe said, some SMEs
have added 20% more people
to their rosters in the last two-
and-a-half months.

With an improvement in
the economic climate, ratings
seem to have got a boost, too.

Yogesh Dixit, head, SME
ratings, Crisil, said the resist-
ance evident among SMEs
during the thick of the down-
turn is not visible anymore.
“There was a slight dip in the

number of SMEs we rated in
April-May. But it was not so
much about the numbers as
the attitude of the compa-
nies,” Dixit said.

Crisil has so far rated 6,500
SMEs, out of which 500 were
in August alone.

However, Charu Dutt Shar-
ma, head of operations at
SME Rating Agency of India
(SMERA), is of the opinion

that the dip in numbers for a
few months beginning April
was because that’s the time
when companies have their
books audited. “The numbers
show a rise beginning Sep-
tember, when a lot of compa-
nies come to us to get rated,”
added Sharma.

Despite their discordant
notes on ratings, both Dixit
and Sharma share the belief

that SMEs are indeed getting
back on track. “The only wor-
ry is about the export-depend-
ent SMEs,” said Sharma.

The real surprise came
from the auto component
makers, who showed an im-
provement in performance in
the recent months owing to
good sales numbers posted by
auto companies. Sales of pas-
senger vehicles and two-
wheelers increased 13.5% and
18% in April-August over the
same period last year. “There
have been invitations for auto
ancillary companies from
their European counterparts
for possible joint ventures,”
said Agwan.

Even the export scenario is
set to change in few months.
“While there is already an in-
crease in demand for Indian
industry products, textile
companies should begin to see
some signs of change October
onwards,” Salunkhe said.

SMEs rush to get rated on recovery sight
ENGINEERING & PROCESSING COs SHOW IMPROVEMENT, TEXTILES AND EXPORTERS A CONCERN

Joe Schneider

US President Barack Obama has failed to ap-
point advisers and regulators who under-
stand the complexity of financial systems,
Nassim Taleb, author of The Black Swan,
said in Toronto.

“I want my vote back,” Taleb, who said he
voted for Obama, told the group.

The US has three times the debt, relative to
the country’s economic output, or gross do-
mestic product, as it had in the 1980s, Taleb
said. He blamed rising overconfidence
around the world. US Federal Reserve Chair-
man Ben Bernanke, who was appointed to a
second term last month by Obama, con-
tributed to that misperception, Taleb said.

“Bernanke thought the system was getting
stable,” Taleb said, when it was on the verge
of collapse last year.

Debt is a direct measure of overconfidence,
he said. The national debt, according to the
US Debt Clock website, is at $11.8 trillion.

The nation must reduce its debt level and
avoid “the moral sin” of converting private
debt to public debt, he said. “This is what I’m
worried about,” Taleb said. “But no one has
the guts to say let’s bite the bullet.”

Taleb also blamed the availability of in-
stant information for contributing to the col-
lapse of banks in the US and the economy in
Iceland. “Ontario messed up the world with
this,” he said, holding up a BlackBerry, the e-
mail phone made by Research In Motion Ltd,
based in Waterloo in Ontario, Canada.

“You guys bankrupted Iceland.”
Earlier, runs on banks took time as people

left homes, drove or walked to a branch and
stood in line to withdraw money.
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Taleb wants his
vote for Barack
Obama back
Black Swan author says prez has failed
to appoint competent financial advisors

Raj Nambisan. Mumbai

Petroleum Trust, a unit of Reliance Indus-
tries, India’s largest private sector compa-
ny, is expected to sell as many as 2 crore
shares to raise around Rs 4,200 crore on
Thursday through a series of block deals.

The transactions, steered by Bank of
America Merrill Lynch and Citigroup, will
be executed through the block-deal win-
dow of the stock exchanges.

The bankers, who opened the book to in-
vestors on Wednesday evening, are said to
have told investors it will remain open till
10 a.m on Thursday.

News of RIL’s plan was first broken by
CNBC-TV18 on Wednesday.
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RIL set to sell up to 
2 cr treasury shares

How the treasury stock
was created
Prior to the 1:11 merger between RIL
and RPL, Reliance Industrial
Investment & Holdings, a subsidiary of
the mothership, held 115.1 crore
shares of Reliance Petroleum, equiva-
lent to 22.13% stake.
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Praveena Sharma. Bangalore

With the information
technology sector show-
ing signs of stability, ma-
jor players have started
changing tack on the hu-
man resources (HR) front.

Software companies,
which had frozen promo-
tions and increments
since last year, have start-
ed hammering away at all
that ice by giving promo-
tion-linked wage hikes to
select employees, to en-
sure lower attrition rates
when the industry rebounds.

“What is different this year (FY10) from
last year (FY09) is that there is positive
outlook for the future growth. So, when
that growth happens, companies do not

want to lose star perform-
ers. These selective pro-
motions accompanied by
wage increases are incen-
tives to retain good peo-
ple,” says Vamsee
Tirukkala, co-founder and
managing principal of
management consultancy
firm Zinnov.

There have been in-
stances of multinational
companies giving 5-15%
offshore wage hikes with
retrospective effect for the
year and paying arrears
to employees in recent

months.
Leading business process outsourcing

companies, too, have implemented low-
single digit wage hikes for 2009 for their
offshore employees. Turn to Page 20

IT tweaks wage code
as headwinds ease

Pay time
TCS and Wipro have
given raises to some
employees over the past
month; Infosys is expect-
ed to follow
Some MNCs have given
5-15% offshore wage
hikes with retrospective
effect for the year
Leading BPOs have
implemented low-single
digit wage hikes for 2009

Our Bureau. New Delhi

The Supreme Court’s permission to
TVS Motor Company to sell ‘Flame’
is indeed a cause for cheer for the
Chennai-based two-wheeler maker.

But TVS is unlikely to act on it im-
mediately.

That’s because the matter is still
pending a decision by the Madras
High Court and an unfavourable rul-
ing there could put TVS in a bind
over sales completed till November
30, the date by which Madras HC’s
judgement would be known.

Also, as per the SC directive, any
proceeds from the sale of this bike
would have to go to a court receiver
— so TVS gets no proceeds from the
sale till the Madras HC decision.

So in all probability, the twin-
spark-plug Flame may not be
launched, at least till the year end.
The president (marketing) for TVS,
H S Goindi, was travelling overseas
and could not be reached for com-
ments.

But in a press release later, TVS
said the SC has directed it “to main-
tain and file accounts of sales which
shall be verified by a receiver to be
appointed by the Madras High
Court.” Terming today’s SC directive
as “vindication of in its stance”, TVS
says it is entitled to sell “Flame’’ con-

taining three valves and two spark
plugs pending Madras HC directive.

But Bajaj Auto held a different
point of view. In a press release, VP,
business development, S Ravikumar,
said, “One will recall that the Divi-
sion Bench Chennai HC on 18 May,
2009 had allowed TVS appeals and de-
cided prima facie that there was no
infringement by TVS. In our under-
standing, today’s SC order has not
accepted this view and has directed
HC Chennai to complete the trial and
pronounce its judgment by 30 No-
vember, 2009.”

On the matter of court receiver be-
ing appointed, Ravikumar said this
would facilitate the courts to deter-
mine “the amount of damages that
would become payable to Bajaj
should the court decide the matter in
favour of Bajaj after the trials.”

Bajaj Auto and TVS have been
locked in court war since 2007, with
the former claiming a patent for an
engine that uses two spark plugs si-
multaneously. It alleges that TVS
copied its patented engine technolo-
gy for the Flame.

Bajaj said it had developed and
patented the digital twin-ignition
technology with two plug points
used in the vehicle. The technology,
known as digital twin spark ignition,
or DTS-i, has two igniters instead of
one for better fuel efficiency and has
been patented since 2005.

However, TVS Motor has contest-
ed Bajaj’s claims saying the technol-
ogy isn’t new in the two-wheeler in-
dustry.

TVS may not rush
to sell the Flame
Even though SC has given
the nod, a case in Madras
HC can hold it back

Following the
Gecis and the (Jack
F Welch) technolo-
gy centre experi-
ence, India will
now be a manufac-
turing base, too

——TTeejjpprreeeett  SS  CChhoopprraa,,
president and CEO, GE India,

Bangladesh & Sri Lanka,

Positive triggers
Crisil has so far rated 6,500 SMEs,
of which 500 were in Aug alone
Some SMEs added 20% more
workers on their rolls in the last
two-and-a-half months
The real surprise came from auto
component makers, who showed
an improvement in performance
in the recent months owing to
good sales numbers posted by
auto companies

‘Performers’ are laughing their way to the bank again

Move to ramp up cash flows
which have tapered due to
inadequate KG monetisation
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Stocks
Close Chg

BSE Sensex 16677.04 222.59
S&P CNX Nifty 4958.40 66.30
Nifty Fut (Sep 09) 4961.85 61.90
Nifty Fut (Nov 09) 4971.80 62.50

Global Indices
Close Chg

Nasdaq 2102.64 10.86
Dow (DJIA) 9683.41 56.61
FTSE 100 5042.10 23.20
Nikkei 225 10270.77 53.15

. M O N E Y

Money & Forex
Rate/yield Chg

6.90% 2019 g-sec 7.05 0.17
Inter-bank call 3.24 0.01
US $ 48.25 0.41
Euro 70.70 0.10

Commodities
Close Chg

Gold (Rs/10gm)15980.00 195.00
Silver (Rs/1 kg)26980.00 720.00
Brent crude ($/bbl) 68.36 1.07
LME copper ($/tn)6205.00 65.00
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