









































5.3 Global Talent Mobility and Brain Circulation

India is uniquely positioned to act as a crucial provider of solutions to the projected global talent shortage of over 85.2
million people by 2030. This shortage could result in $8.45 trillion in unrealized annual revenue worldwide. Advanced
economies, such as the United States, Germany, and Japan, face severe workforce shortages due to aging populations and
declining birth rates, further amplifying India’s role as a supplier of highly educated, cost-effective talent.

Geopolitical shifts, such as the US visa fee hike, will lead to greater talent rotation and necessitate sophisticated
management of global mobility, which is strategically viewed by GCC leaders as adding further impetus to offshore
expansion. GCC leaders forecast at least a 25% workforce growth by 2030 in the Indian GCC ecosystem. The expansion of
remote work models and the hybrid workforce is strategically important, allowing firms to tap into the talent pool across
Tier-2 and Tier-3 cities, mitigating pressure points like high attrition and cost inflation often seen in Tier-1 metros.

5.4 Educational Infrastructure and Industry Collaboration

Bridging the persistent skill gap requires fundamental changes in educational infrastructure and deep industry-academia
collaboration. The misalighment between engineering education output and industry needs, highlighted by the low Al
job-readiness rate, requires intervention.

Corporate-academic partnerships are expanding, with tech giants moving beyond training their own staff to training clients
and campuses. This embedding of practical, industry-relevant skills early in the pipeline is essential. Government initiatives,
including Skill India and the broader Digital India program, provide structural support necessary for developing vocational
training and certifications crucial for sustained, decentralized talent development. The Digital India program aims to
develop a secure digital infrastructure, provide government services digitally, and achieve universal digital literacy, with a
key focus on enhancing skills and employment opportunities.
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6. CHALLENGES AND STRATEGIC IMPERATIVES L

While the trajectory is positive, several structural and competitive challenges must be managed strategically to ensure India
remains globally competitive.

6.1 Geopolitical and Macroeconomic Headwinds

Global geopolitical volatility introduces complexity and cost. The most immediate regulatory challenge is the US H-1B visa
policy, which imposes a one-time fee of US$100,000 on new petitions after September 21, 2025. This policy will
necessitate firms to strategically deploy talent and maximize offshore delivery capabilities. Furthermore, the proposed US
HIRE Act 2025 is considered a significant threat, proposing a 25% excise tax on payments made by US businesses to
foreign workers for services directed to US consumers, and removing tax deductions for these payments.

The China+1 strategy presents both opportunities and competitive threats. While global supply chain diversification
benefits India, the country faces tough competition from alternative locations like Vietnam and Malaysia, which offer lower
wages, simpler tax rules, and faster regulatory approvals. Global economic uncertainty, compounded by issues like energy
price volatility, continues to temper optimism and requires robust risk management strategies.

6.2 Market Competition and Margin Pressures

Indian IT firms face intense competition, particularly for commoditized services. Emerging competition from established
outsourcing hubs like the Philippines, which is strong in BPO and customer services, as well as rapidly growing centers in
Eastern Europe (specialized in cybersecurity and fintech) and Latin America, is capturing an increasing share of new GCC
investments. This pressure forces service commoditization and leads to pricing erosion, threatening long-term profit
margins.

The strategic imperative is clear: the sector must escape low-margin competition by achieving premium service
differentiation. This requires pivoting away from traditional staffing augmentation toward offering outcome-based solutions
leveraging proprietary Al platforms and deep domain expertise. Clients demand faster, customized solutions, and
differentiation must be built around high-end ER&D and strategic consulting capabilities to justify premium pricing.

6.3 Technology Disruption and Adaptation Challenges
The speed of technological disruption, particularly the emergence of Agentic Al, presents a profound challenge to

workforce adaptation. The pace of Al adoption risks outpacing the speed of human reskilling, creating a potential for
functional obsolescence within legacy workforce segments.

Furthermore, the modernization of client systems is hindered by technical debt, making the integration of advanced cloud-
native and GenAl solutions complex and expensive. Cybersecurity, already a concern due to rising spending ($3.5 Bn by
2025), is now compounded by the increasing sophistication of attacks that leverage Al.




6.4 Talent Acquisition and Retention Challenges

The skill gaps in critical areas — Al, cybersecurity, and cloud technologies — are persistent and intensify competition. This
leads to high attrition rates and aggressive talent poaching, driving up the cost inflation for specialized technology skills.
India’s average attrition rate is approximately 17% across industries, with the IT sector average hovering around 25%.
Reports indicate that up to one-third of the workforce in India’s IT sector leaves within a year. The high turnover is primarily
driven by inadequate compensation, limited growth opportunities, and aggressive talent poaching by multinational
corporations. Managing geographic dispersion and the complexities of hybrid work models further complicates the
challenges of maintaining quality standardization, culture, and data security across disparate operational units.

6.5 Infrastructure and Operational Constraints

The strategic push towards decentralized growth, driven by the expansion of GCCs into Tier-2/3 cities, requires sustained
development of foundational infrastructure. NITI Aayog policy discussions emphasize the need for prioritizing foundational
infrastructure —including power, connectivity, and digital platforms — to enable advanced digital services in these regional
clusters and support the technical demands of Edge Computing.

ESG compliance and sustainability are now non-negotiable requirements for securing major international contracts. Global
clients increasingly demand adherence to ESG compliance and sustainability requirements. New data center projects, for
instance, are being executed with enhanced specifications and adherence to high-quality environmental, health, and safety
(EHS) standards, integrating sustainability into their core value proposition.




7.POLICY MOMENTUM & INVESTMENT CATALYSTS = -

The Union Budget for FY 2025-26 represents a watershed moment for India's technology sector, with the government
demonstrating unprecedented commitment to artificial intelligence infrastructure and digital capability building. The
budget has sanctioned 2,000 crore (USS 232 million) specifically to accelerate Al adoption and infrastructure
development, signaling strategic recognition of Al as a transformative economic multiplier. Additionally, the government has
allocated X500 crore (USS 58 million) for establishing a Centre of Excellence in Al for Education, aimed at enhancing skills,
personalizing learning experiences, and fundamentally transforming India's educational landscape to prepare the
workforce for an Al-driven economy. The Production Linked Incentive (PLI) scheme for IT Hardware and its 2.0 iteration have
already begun delivering tangible results, demonstrating the efficacy of India’s manufacturing-focused policy interventions.
As of December 2024, the PLI schemes have generated 10,014 crore (US$ 1.14 billion) in production value, attracted 522
crore (USS 59.3 million) in fresh investment, and created 3,879 direct jobs, laying the groundwork for India's ambitions to
become a significant player in global IT hardware manufacturing alongside its established dominance in software and
services.

International investment commitments secured during 2025 underscore growing global confidence in India’s technology
ecosystem and policy environment. During Prime Minister Narendra Modi's visit to Japan on August 29-30, 2025, India
secured investment pledges totaling X5,96,564 crore (USS 68 billion) and signed an economic security pact specifically
focused on semiconductors, critical minerals, and artificial intelligence — three strategic technology domains where India
seeks to build sovereign capabilities and reduce import dependencies. This landmark agreement represents one of the
largest bilateral technology investment commitments in India's history and reflects Japan's strategic recognition of India as
a critical partner in resilient technology supply chains. On the private sector front, strategic collaborations are accelerating
Al commercialization and enterprise adoption. Reliance Industries and Meta have formed REIL, a joint venture valued at US$
97.18 million dedicated to developing and marketing enterprise Al solutions tailored for the Indian market, with Reliance
holding a 70% stake and Meta retaining 30%. This partnership exemplifies the confluence of domestic digital infrastructure
prowess with global Al capabilities, creating platforms specifically designed to address India’s unique market requirements
across multiple industry verticals. Collectively, these policy interventions and investment commitments are establishing
India as a comprehensive technology hub spanning hardware manufacturing, software innovation, Al development, and
semiconductor ecosystem building — moving decisively beyond the country’s traditional services-centric positioning.




8. FUTURE OUTLOOK AND STRATEGIC ROADMAP ST

India’s IT/ITES sector is positioned at a crucial inflection point. The strategies deployed in FY25 will determine whether the
sector solidifies its position as a global leader or succumbs to competitive and technological pressures.

Growth and Market Opportunities

The immediate goal is achieving the $350 billion mark by 2026. The long-term vision projects the sector to reach $500
billion by 2030. This trajectory requires sustained double-digit growth in high-value segments, with the GCC market alone
projected to reach $110 billion by 2030. Exponential growth is anticipated in Al integration and platform services. Emerging
market penetration strategies, focusing on expanding the footprint into APAC and the Middle East, are crucial for
diversifying revenue streams and mitigating dependency on US/EU macroeconomic stability. Furthermore, the Indian
software product industry is poised to hit USS100 billion by 2025.

Strategic Transformation Imperatives

The NASSCOM-recommended 4C Framework provides the strategic blueprint for sustained growth: Co-create personalized
growth journeys with customers; Collaborate with the ecosystem to drive IP creation; Converge technology and business
functions for unified transformation; and Catalyze Tech R&D and skilled talent to build next-generation solutions. The future
business model must be Al-first, moving beyond incremental automation toward the adoption of Agentic Al systems.
Concurrently, the reliance on high-volume staffing must be strategically reduced in favor of platform and product-led
growth strategies, licensing proprietary technology to achieve superior scale and margins.

Policy Recommendations and Industry Enablers

Government support is essential to enable the 'Catalyze’ imperative. NITI Aayog is actively working to streamline the
regulatory environment for R&D. Policy efforts must prioritize government support for R&D and innovation through targeted
incentives and simplification of compliance procedures, which will transform research institutions into globally competitive
entities. Fiscal support is already underway, with the Union Budget FY26 sanctioning 2,000 crore (US$232 million) for Al
adoption and infrastructure, and 500 crore (US$58 million) for a Centre of Excellence in Al for Education. This is
complemented by the launch of the new X1 trillion RDI Scheme in 2025. Infrastructure development priorities must align
with the sector's decentralized growth strategy, emphasizing the urgent need to develop Tier-2/3 cities by integrating core
infrastructure — especially power, connectivity, and digital platforms — to support the expansion of GCCs and the technical
demands of Edge Computing.

Industry Leadership in Global Technology Ecosystem

The sector’s vision for 2030 is to transition definitively from a service provider to an innovation leader. This requires India to
use its scale and success with Digital Public Infrastructure (DPI) and indigenous Al efforts (IndiaAl) to influence and shape
global technology standards, particularly concerning ethical Al, data governance, and inclusive technology. India must
prioritize contributions to global digital transformation by delivering advanced solutions in critical global domains, such as
Al-enabled drug discovery and software-defined vehicles. By focusing on proprietary IP generation and exporting strategic
technological solutions, the Indian IT/ITES sector can firmly cement its role as a key leader in the global technology
ecosystem, ensuring sustained competitiveness well beyond the $350 billion target.
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