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There is no doubt in my mind that five years from now, the Infosys Consulting model will be the

standard way of doing things where technology development is done off-site. We are one of the

fastest growing IT consulting firms in the world. Our major bottlenecks right now are convincing

clients to break with old habits and take a chance on a new, better model and recruiting the right

people—top tier talent who understand our innovative approach and fit into our unique culture.
—Steve Pratt, CEO, Infosys Consulting.

In January 2006, the five managing partners of Infosys Consulting (ICl), also known to the
leadership of ICI’s parent company Infosys Technologies as “the dream team,” congregated at
the St. Regis resort in Orange County, California for their first team meeting of the year. CEO
and managing director Steve Pratt, COO and managing director Paul Cole, managing director
Romil Bahl, managing director and founder Raj Joshi, and managing director Ming Tsai, (see
Exhibit 1 for management bios) were all proud of how much the company had achieved since its
inception in April 2004 as a wholly owned U.S. subsidiary of Infosys Technologies. The firm
had more than 100 consulting engagements and had grown from its inception in April 2004 to
over 200 employees in January 2006, achieving its two year recruiting target. It was also on plan
for both its own revenue target and its target contribution to Infosys Technologies’ revenue
through the third quarter of its second year of existence. Moreover, ICI’s managing partners were
confident that the subsidiary had contributed to Infosys Technologies’ ranking in Wired
magazine’s Top Ten Company list in May 2005 and high ratings from analysts in 2004 and 2005
(see Exhibit 2).

However, the five managing partners saw several challenges ahead for ICI. Driven by Infosys
Technologies’ COO Kris Gopalakrishnan’s edict to “compete with the best,” the team aspired to
be ranked alongside IBM and Accenture, leaders in the business and information technology
consulting industry (see Exhibit 3 for company rankings). They also faced internal challenges of
leveraging Infosys Technologies, interfacing productively with the parent company and
managing growth as they built the organization. In addition, each managing partner was
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committed to “changing the rules of the game within the consulting industry” in the founding
partner Raj Joshi’s words. By applying Infosys Technologies’ approach to global delivery, the
leadership team at ICI believed the firm had created a unique model in business and information
technology consulting that shortened the lifecycle from business consulting to technology
implementation, reduced the costs of a typical client engagement and delivered measurable
benefits to clients.

FLASHBACK TO APRIL 2004: THE INCEPTION OF INFOSYS CONSULTING

The evolution of global Information Technology (IT) service companies in India began in the
1990s with the procurement of application development and maintenance services by American
companies. Business Process Outsourcing (BPO) work in India was largely conducted by
captive units, for example, companies like General Electric would perform BPO through
subsidiaries in India rather than work with third party companies like Infosys Technologies.
From 1993 through 1999, as U.S. firms gained confidence in working with Indian companies and
wanted to leverage the benefits of offshoring services by taking advantage of high quality
services at lower price points, Indian companies like Infosys Technologies started expanding
their footprint by adding service lines.

One of Infosys Technologies’ main objectives was to increase revenue through repeat business
with the company’s client base. To that end, Infosys Technologies offered clients new
opportunities to work with the company. Infosys Technologies expanded its service offering to
include package implementation (e.g., SAP’s enterprise resource planning software), R&D,
infrastructure management, system integration, testing as a service, and BPO. As the company’s
menu of services expanded, its client relationships became more complex. Infosys Technologies
started working with the business side of client organizations as well as the IT side in order to
manage these complex organizations. Infosys Technologies saw the opportunity to enter a client
relationship earlier in the lifecycle to define problems, identify solutions and then implement a
solution as a natural evolution of their service offering. In 1999, Infosys Technologies, which
then had approximately 3,700 employees and annual revenue of approximately $120 million,
decided to initiate an in-house consulting business unit. However, the company’s success in
consulting was constrained due to its limited brand equity, investment allocation and recruiting
abilities.

Raj Joshi, who drove Deloitte Consulting’s recruiting in India in the late 1990s and then became
the founder and CEO of Deloitte’s Offshore Technology Group in India in 2001, approached
Kris Gopalakrishnan, the COO of Infosys Technologies, a few times (from 1997 to 2001) to
initiate an alliance between the two firms. As Gopalakrishnan explained, a long-term partnership
was not something Infosys Technologies was willing to consider:

Our belief was that if we subcontracted to somebody else then the Infosys brand
would get diluted. Consulting drives downstream work and our objective was to
have control of the client account, and so a partnership was really not something
we were looking for. We have always believed that joint ventures have very
limited life or limited validity when you start competing with one of the partners,
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as there is an overlap of business with one of the partners, or the long-term
objectives of either one of those partners is in conflict with objectives of the joint
venture. So, there could have been opportunities for partnering on a project-by-
project basis, but there was no way we could see a long-term partnership
opportunity with any company because Infosys wanted to be in that space
ultimately, and so it would have been in conflict with the long-term objectives of
the company.

Raj Joshi started working with Steve Pratt, who had grown Deloitte’s Customer Relationship
Management practice from scratch to $750 million, to leverage the offshore model at Deloitte
Consulting in 2003. The two had often discussed the concept of a new consulting model and
considered Infosys Technologies a great potential partner.

By 2004, Infosys Technologies was a billion dollar company with an employee base of 25,000
and had established stronger brand equity. The firm decided to further develop its consulting
practice. As the CEO of Infosys Technologies, Nandan Nilekani, explained:

We believed that the IT services space was going through disruptive change and
saw a new way of delivery by applying our Global Delivery Model into this
space. We had a vision to create the next generation IT services company by
combining our great reputation for business execution with consulting services.

Infosys Technologies’ options for investing in its consulting offering included making an
acquisition and organically growing the business. Since Infosys Technologies wanted to establish
a new model in the consulting space, the firm decided against an acquisition. The company also
realized from past experience that organically growing the business would limit its ability to
attract the right kind of talent for consulting. Infosys Technologies decided to create a hybrid
model by setting up a U.S.-based, wholly owned subsidiary.

Both Joshi and Pratt were interested in Infosys Technologies’ idea to start a U.S.-based
subsidiary, and recruited a team to lead the consulting subsidiary. With the leadership team in
place in April 2004, the firm set out to build the consulting organization. The five partners had
not been given a business plan; they were only asked what they could achieve with a new
consulting business. They set themselves aggressive targets. One was to reach 500 consultants in
three years. Infosys Technologies invested $20 million in the consulting subsidiary.

2006: OVERVIEW OF THE INFORMATION TECHNOLOGY (IT) SERVICES INDUSTRY

The market for IT services was large and growing. IDC, a provider of market intelligence for the
IT industry, anticipated that overall spending on worldwide IT services would grow at a 7
percent compound annual rate through 2009, reaching $803.9 billion, from $524 billion in 2003.
Forrester Research Inc., a technology research firm, projected IT consulting growing 5 percent
compounded annually over the next five years. Apart from the two largest players—IBM and

! Ming Tsai joined formally in May but was involved from the start.
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