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Editorial
Of policy reforms and the rise of
Digital payments economy
This month, Newsline focuses on India's Digital payments
economy, which from a peripheral position is now gradually
moving to mainstream. The rampant proliferation and use of
smartphones and devices is spurring the Digital payments
phenomenon as are the countless schemes and programs
launched by the government of India that are aiming to
catalyze financial inclusion.
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As India goes cashless over the next few decades, a huge
business opportunity is expected to come up for companies,
especially start-ups addressing this space. Newsline
examines the emerging Digital payments landscape and
looks at how India can establish its preeminence in this arena
and capture a large piece of the global market in the next few
years.
In this issue, we also bring you insights on a host of policy
reforms and initiatives that have been rolled out by the
government in the recent months. These include the
government of India's announcement regarding 'work from
home' options for people employed in SEZs. NASSCOM has
been actively lobbying for this concession and believes this
decision is a welcome move for the IT-BPM industry.
NASSCOM has played in furthering the Indo-US Strategic and
Commercial Dialog. It has advised the Indian government to
push the US government to bring down trade barriers that are
inhibiting Indian IT investment. Have a look at a brief note on
this subject in this issue.
On Security, we have for you a special report on the setting up
of the NASSCOM-DSCI Cyber Security Task Force, a step that
is expected to help India emerge as a global hub for cyber
security products and services.
The issue additionally brings you a quick look at the various
events organized and hosted by NASSCOM in recent days,
including the second edition of the Martech Confluence
conclave, which was focused on the role of IT in the field of
marketing.
We hope you are following NASSCOM and its various
activities through Newsline, which continues to be a key
channel for us to reach you and draw your feedback.
Sangeeta Gupta
EDITOR
sangeeta@nasscom.in
Newsline l AUGUST 2016
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COVER STORY

INDIA PAVING WAY FOR CASHLESS,
DIGITAL PAYMENTS ECONOMY
rom a predominantly cash/cheque economy,
India is now gradually moving towards being a
Digital payments nation. While during 2005-10,
what the country saw was the rise of Digital
natives as well as the concept of payment
gateways, mPOS, card readers, financial
inclusion and mobile wallets, post 2010 it was
all about Digital disruptors such as mobile
wallets, mPOS, NFCs, QR code scanners,
prepaid cards/P2P/social payments, and
bitcoins.
The transformation has been significant and
there are several reasons for it. Innovation, of
course, is the most important reason and driver
for the growth of India's Digital payments
economy.
The following developments reiterate this
point:
n
There are over 120 firms addressing the

payments space
n
India has a large unbanked population

(nearly 30 percent of citizens), which
presents a huge future potential for
financial inclusion
n
There has been an acceleration in funding

for payment service providers. Since 2015,
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Indian payment companies have received
over USD 1 billion in funding
n
New business models have emerged in

recent years, with mobile wallets, pre-paid
cash cards becoming visible. Mobile wallets
alone are expected to account for a USD 6
billion opportunity by 2020
And this is not all. Crucially, there has been a
delinking of financial and geographical barriers
with a recent initiative by RBI which has
provided licenses to 11 companies, including
organizations like Paytm, for the setting up of
payment banks. New bank licenses and wellfunded fintech solutions are further ensuring
affordability for users.
Government of India initiatives such as the
Pradhan Mantri Jan Dhan Yojna, Aadhaar, Digital
India and Digilocker are also catalyzing a Digital
shift in payments.
Growing awareness about Digital payments and
a willingness of people to go cashless over 130
million Digital wallets issued is yet another
reason why India is witnessing higher
momentum within the Digital payments space.
Incidentally, the global payments market itself
is expanding at a rapid rate and expected to
exceed USD2 trillion by 2020!

On the technology side, there has been a
proliferation of smart phones with easy-to-use
mobile app interfaces that result in a higher
customer experience.
Customers are being offered diverse business
functionalities through mobile interfaces,
niche payment banks, and non bank fintech
start-ups.
Today, the payment landscape is focused on
large potential customers that have struggled
with access to formal financial services, and
services that are low on utility and convenience
and high on cost and complexity.

Future outlook
With all these positives spurring the payments
market, India is projected to hold a prominent
place in the global payment environment, and
owning at least ten percent of the global
payment market!
The country will build up revenues from the
Digital payments eco-system owing to the
success, in particular, of government initiatives
such as the Pradhan Mantri Jan Dhan Yojna
which has already made a dent in the unbanked
segment, identifying newer opportunities to
strengthen the payment mechanism.
As of April 20, 2016, the Yojna had 216 million
accounts. By 2018, in fact, around 70-80
percent Indians are expected to use their
mobiles to access Internet-enabled services. By
2020 actually, there will be an expected
financial inclusion of 200 million people.
Around 250 mobile wallets will open the path to
a cashless Indian economy which will also help
in the removal of black money.

Going forward, there will be more diversification
and partnerships, with banks marrying more
start-ups.

Obliterating the challenges
Clearly, the road ahead for Digital payments
holds promise and immense possibilities.
However, the market can develop, grow and
scale up provided India is able to deal with some
of the concern areas related to Digital payments.
These include:
Verification and security: User verification will
remain extremely important for all financial
transactions. Data security and theft will
continue to be challenges, with attackers
expected to misuse data leading to painful
disclosures.
Infrastructure: Lack of connectivity and loss due
to bad mobile networks will be a problem. Rising
transaction volumes will also lead to
performance bottlenecks and inefficient
processing could degrade the customer
experience. Adoption of high performance
software and limited bank accounts and
financial systems will additionally pose
problems.
Awareness for adoption: It is obvious that lack
of awareness about Digital Payments will prove
to be a hindrance. Limited awareness among
merchants and lack of understanding among
customers regarding the adoption of the
cashless mechanism could impact the
widespread use of Digital payments in the
future.
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EMPLOYMENT

Government allows 'work from
home' options for SEZs

O

ver the last one year, NASSCOM has
been working hard to ensure that
working in SEZs becomes more
convenient for workers. It has for
instance, been actively lobbying for laws that
allow employees of SEZs to work out of home.
One of the expected outcomes of this move is
higher participation of women (who often prefer
working from home) in the SEZ workforce.
The association made incessant efforts in this
direction, which included industry
representations and meetings with the
Ministry of Commerce, DGEP (CBEC), etc. The
Ministry has recently issued a notification that
allows the 'work from home option' for SEZ
employees.
This is welcome news for all SEZ companies
who were looking to offer flexibility in their HR
practices including work from home options for
employees. Earlier, SEZs mandated that unless
employees were indisposed or out on
assignments, working remotely was not
possible. Companies like Cognizant, Infosys,
TCS, Wipro, Accenture, IBM and other
organizations were involved in the process, as
they have progressive HR practices within their
turfs.
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According to the notification, in order to avail of
this provision:
n
The person should be a regular employee of

the SEZ and authorized by the unit to
undertake work pertaining to it
n
The work to be performed by the employee

permitted to work from home should be in
accordance with the services approved for
the SEZ unit and work related to a project of
the SEZ
n
The

SEZ unit should provide the necessary
hardware (laptop/desktop) and secured
connectivity to establish a link between the
employee and work related to the project

n
The

SEZ unit needs to ensure that the
export revenue of the resultant
products/services are accounted for, to
which the employee is tagged. Also, at no
given point of time should work from home
involve the export of services from outside
the SEZ unit

n
Once

the employee ceases to be a part of
the project of the SEZ unit, the person
should be untagged from the respective
unit.

STRATEGY

NASSCOM seeks quid pro quo from
US on protectionism

I

n a major move aimed at making India an
attractive investment destination, the
Indian government has recently
announced significant changes to its
existing protectionist policies and the overall
regulatory landscape.
The goal of the economic liberalization and
reforms has also been to ensure 'ease-of-doingbusiness' for overseas companies keen to leverage
India's vast market and high economic growth.
According to the new rules, foreign investors
will be able to:
n
Establish

(with government approval) 100
percent ownership in companies operating
within the defense, civil aviation, and food
products domains

n
Buy

up to 74 percent of Indian pharma
companies without government approval

n
Set up

retail operations in India, provided
they are offering state-of-the-art and
cutting-edge products (a move that will
allow companies such as Apple to step up
its presence through its own stores in the
country)

n
Generate

vital jobs in India, that will
address the critical employment needs of
the one million people entering the
country's workforce every year

Truly important is the opening up of the
sensitive defense sector to 100 percent foreign
investment. This is not only expected to spur
manufacturing of defense products (such as
combat aircraft, tanks, anti-submarine
systems, etc.) but create a competitive
environment for Indian companies operating in
the market.
In fact, it is the liberalization of the defense
sector that NASSCOM focused on, as it briefed
in detail the Indian Department of Commerce
and the Ministry of External Affairs just prior to
the Indo-US Strategic and Commercial Dialog
(SCD), held on August 30, 2016 in New Delhi.
200
NASSCOM, which has been working closely
with the Indian Department of Commerce and
Ministry of External Affairs to help improve
trade relations with other countries, especially
the USA, the leading consumer of the country's
IT-BPM products and services, urged the
Newsline l AUGUST 2016
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government to create a strong case for Indian IT
investments in the US.
Representatives of NASSCOM spoke to the
government functionaries about the issues
that could be raised by the Prime Minister
during the SCD. It suggested that the
Government of India (GoI) representatives
point to the recent advances in India-US
defense agreements and the permission

granted to US companies by the Indian
government to invest 100 percent in Indian
defense ventures.
According to NASSCOM, in view of the reforms
being initiated by the Indian government,
which are creating huge market opportunities
for US businesses, it would be fair for the US to
lift barriers, particularly for Indian IT
investment and business practices.

SECURITY

Establishing India as global hub for
Cyber Security services & products

C

yber security continues to be one of
the biggest challenges facing the ITBPM industry worldwide. For India,
like other nations, ensuring the
security of cyber space is also a priority, in order
to establish the nation as a global hub for cyber
security products and services.
NASSCOM, which been consistently pushing
the agenda of cyber security alongside its
i n d e p e n d e n t a r m D S C I , h a s cov e r e d
significant ground in building a robust security
eco-system. It has been aiming to transform

8
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the cyber security challenge into a huge
business opportunity for the country's tech
sector.
According to Gartner, in 2015, India's domestic
cyber security market, was estimated to be
nearly USD 1.06 billion, with a growth of 8.2
percent over the previous year. It is projected
that the global cyber security market (including
services and products) will touch USD 200
billion by 2025, with security expenditure
accounting for around 7-8 percent of the total IT
spend by 2020.

On the exhortation of the Indian Prime
Minister, and recognizing its massive potential,
NASSCOM is now taking the issue of cyber
security to the next level through its recently
constituted NASSCOM-DSCI Cyber Security
Task Force (CSTF). NASSCOM-DSCI's strategic
vision for the Task Force is to:
n
Develop

a roadmap for Indian industry to
excel in the cyber security domain

n
Grow

Indian cyber security products and
services industry into a USD 35-40 billion
market by 2025

n
Create

one million cyber security jobs and
1,000 cyber security start-ups by 2025

n
Ensure

that cyber security remains one of
the four prominent service lines that
contributes significantly to the industry's
growth

n
Enable Indian cyber security industry to tap

the opportunities in emerging and high
growth areas such as identity and securityIoT, wearables and M2M, Cloud security
solutions and services, security analytics
and Intelligence, ICT security testing and
certification and mobile devices and app
security
n
Drive the industry to bag a 20 percent share

of the global security services market and
attain 10 percent share in the security
products space, achieving revenues of USD
32 billion

Forging a security workforce
The Task Force will additionally look at a critical
issue that the industry will have to focus on to
position India as a cyber security hub-skilled
security manpower. The 'Global Information
Security Workforce Study 2015' by (ISC), Frost &
Sullivan and Booz Allen Hamilton, has the
following to say about the manpower that will
be needed by the security industry across the
world:
million security
workers is expected by 2019, up from the
existing demand of around four million
professionals

indicating a demand-supply gap in
security talent pool

Making recommendations to the
government
The Cyber Security Task Force (CSTF)
m ea n w h i l e , h a s s u g g e s t e d t h a t t h e
government take the following steps to
improve the cyber security landscape in India:
n
Allocate dedicated funds (INR 1,000 crore/

USD150 billion) over a period of three years,
to enable the private sector and academic
consortiums to bid for government
research grants within the cyber security
domain
n
Institute a Use-Case Clearing House to

facilitate growth in the Cyber Security
products and services eco-system, and
nurture IP creation
n
Establish

Cyber Security clusters across
India to accelerate development of the
industry

n
Promote 'Brand India' as a hub for Cyber

Security products and services. A branding
campaign for Cyber Security will be closely
integrated with NASSCOM-DSCI's
campaign on overall industry repositioning
n
Create National Cyber Security Innovation

Fund to assist start-ups during their initial
phases of growth, in addition to helping
them facilitate domestic funding
n
Mandate the inclusion of Cyber Security in

academic curricula at all levels of
education to encourage skill building for
the Cyber Security services and products
industry
n
Launch a nationwide Cyber Security

awareness initiative that targets leaders,
decision-makers and end-users across
multiple sectors of the industry

n
A global increase up to six

n
There

will be a shortfall of approximately
1.5 million skilled people in different areas
of security, in the next five years, thereby

n
Declare Cyber Security as a strategic area

from diverse and significant perspectives
of policy, incentives, tax breaks and
technology development Provided some of
these steps are implemented, India stands
a good chance to establish itself as a global
center for security services and products.
Newsline l AUGUST 2016
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OPPORTUNITY
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2 Martech Confluence fathoms
into role of tech in marketing

NASSCOM has been consistently exploring new
service lines for the IT-BPM industry, pointing
to new and futuristic business opportunities in
emerging verticals that its member companies
can leverage.
As part of this agenda, the organization has
been keenly looking at the role that technology
can play in different domains, transforming
their landscapes. In this context NASSCOM has
been examining the part that IT can play in the
marketing realm, which is being significantly
impacted by the trend of Digital
Transformation.
Keeping in mind this trend and the growth of IT
solutions across every step of the marketing
value chain, NASSCOM hosted the second
edition of MarTech Confluence 2016, a day-long
conclave devoted to discussing the issue of IT in
marketing. Held in Mumbai, the conference had
"Marketing Technology: The Innovation that
drives ROI" as its theme.
The conclave was attended by key industry
leaders from the fields of IT, Entertainment,
Marketing and Advertising, who discussed the

10
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new and unique ways that companies could
adopt Digital Transformation technologies.
Some of the key speakers at the event included
R. Chandrashekhar, of NASSCOM, Dave
Frankland of Selligent, Vivek Prabhakar of
Chumbak, Siddharth Banerjee of Vodafone,
Nischal Shetty of Crowdfire and Malini Agarwal
of the Miss Malini Blog.
Speakers at the conference shared their views
about the need for Digital solutions to address
rapidly growing consumer demand and IT's role
in meeting expectations of clients and
strengthening the customer engagement.
The conclave and discussions on the theme
revealed the following:
n
The role of technology in Marketing has

increased in recent times with the rise of
technologies like Artificial Intelligence and
Data Analytics that are now helping in
meeting customer needs and creating more
personalized solutions.
n
The rising discipline of Customer Experience

(CX) which has helped companies put

customer needs at the center of their
planning and processes. Marketers are now
using CX solutions and measurement tools
to track their ability to deliver customerobsessed outcomes.
n
That the share of IT players in the global

MarTech industry will grow to USD 45-55
billion by 2025 (Source: NASSCOM).
n
There will be a shift in the role of Chief

Marketing Officers (CMOs) as they become
key spenders with respect to not only
customer facing technology, but also backend infrastructure.
n
Besides adopting core technology

solutions in the marketing function,
marketers are also engaging with IT service
providers for design development.
n
Increasing digitization of the marketing

function has changed the business model
of companies and extensively impacted
other functions such as product
development, sales, customer service,
supply chain, and IT. Marketing has become

more aligned to business objectives with
Digital thinking becoming embedded into
overall corporate strategy.
n
New age marketing has become disruptive,

with technology enabling real time
communication and helping customers to
search out information on their own terms
n
As more marketers are embracing omni-

channel marketing, making investments in
automating operations, integrating various
online and offline platforms, the market
size for such opportunities will reach around
USD 25 billion by 2025.

Challenges facing marketers in
the Digital age
Despite the positives however, the fact remains
that the ever-changing purchase paths of
customers, the emergence of new channels, and
the constant change in MarTech scenario now
pose challenges to marketers trying to optimize
their budgets in an effort to win, serve, and
retain customers.

Marketers today require integrated
technology to support the complex challenges
of becoming customer centric enterprises,
which understand their needs and changing
preferences in real-time. Building a set of new
competencies, keeping in mind customer
needs, has become imperative and technology
is going to help build that expertise.
R. Chandrashekhar,
President, NASSCOM

Newsline l AUGUST 2016
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POLICY

NASSCOM shares views with
government on Model GST Law

T

he announcement of the Model GST
Law by the government of India has
caused some concerns within the ITBPM industry. The overall view is that
the Law could have a detrimental impact on the
growth of the sector owing to certain problems.
Understanding these issues, NASSCOM
recently made a presentation to the
Empowered Committee of State Finance
Ministers and made recommendations
regarding how the GST Law could be made more
favorable for the IT-BPM industry.
NASSCOM and its member companies were
quick to point out to the government
functionaries that the technology sector was
unlike the other industry segments of the
Indian economy owing to the fact that:
n
Its output was intangible
n
Domain specialization was key to the

industry
n
Services could be provided from one or

more locations
n
Customers could be serviced from multiple

locations
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In NASSCOM's opinion, the Draft GST Model
Law could lead to the following:
n
Compromise

the agility of companies in
dealing with overseas clients

n
Encourage organizations to co-locate most

of their centers within one state
n
Increase disputes and cost of doing business

due to multiple audits and compliance
authorities, subjective valuations
applicable even on free supplies, intraentity supplies, complex place of supply
rules, and an inefficient credit offset
mechanism
n
Prove

to be a setback for transparent,
traceable transactions

The fear was also that e-commerce growth
would take a direct hit with capital getting
blocked, disputes arising out of unworkable
provisions for place of supply, valuation and
credit utilization, emergence of complex billing
practices that were contrary to business norms
in India or globally, multiple invoicing for a single
contract, reduction in export competitiveness,
etc.

According to NASSCOM, the discriminatory
provisions introduced by the GST Law were
additionally expected to disincentivize ecommerce transactions for vendors in
comparison with offline channels and inhibit the
adoption of technology in India.
In order to minimize the negative effect of the
Law, NASSCOM made certain recommendations
to the government related to the following areas:
Place of Supply Rules-where it suggested that
contracting parties would need to determine
the location of the recipient and supplier
Transfer of Input tax credits-where it advised
that there should be free transfer of credits
among offices without nexus to supplier of
service and that input service distribution
needed to be expanded to include credit
distribution for inputs and capital goods

the same were made for a consideration. It felt
that intra-entity supplies including inter-state
entity supplies did not need to be treated as
taxable supplies
Valuation method-where it stated that:
n
contractual consideration had to be the

value of services for B2B supplies
n
there needed to be flexibility in choosing

the method of valuation
n
there had to be seamless transfer and

utilization of credit, through noncontentious methods - standard costing
methods or a formulatory approach
Centralized Registrations-where it was
suggested that a facility of central registration
be created for all GST levies or Central
registration for central levies (CGST and IGST)

Scope of supply-where its view was that
supplies in India needed to be taxed only where

EDUCATION

Game Jam Titans 2016 winners to
showcase games at NGDC
NASSCOM, which has been actively promoting
the gaming industry in India and supporting the
software product start-ups within this space,
recently hosted a special event aimed at
nurturing games developers in the country by
"catching 'em young".
Mindbox supported NASSCOM's Gaming
Forum in this endeavour, rolling out Game Jam
Titans, a game development competition for
school students. Participants were presented
with a theme seven days prior to the event, and
had to develop a game relevant to the subject.
The contest was held across seven cities
namely, Delhi, Mumbai, Bengaluru, Chennai,
Hyderabad, Pune and Coimbatore.

and Scratch and taught game design, and
programming basics.

Over the last two years, the Game Jam Titans
competition has touched more than 2,000
school children ranging in age from 10 to 17
years via experiential learning. The school
teams across cities are coached on various
gaming tools like Corona, Gamemaker, Unity

This year the school teams were divided into
junior (5-7 classes) and senior (8-12 classes)
wings. Winners from all the cities will now get a
chance to showcase their games at NASSCOM
Games Developers Conference (NGDC) 2016, to
be held in Hyderabad in November this year.
Newsline l AUGUST 2016
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EVENTS HOSTED BY NASSCOM
NASSCOM hosts second IndoAfrica ICT Expo 2016 in Nairobi

NASSCOM's Product Conclave
to be held in Bengaluru

The three-day Indo-Africa ICT Expo 2016 was rolled out by
NASSCOM in Nairobi, Kenya on September 1, 2016.
NASSCOM organized this exhibition in association with
TEPC and with the support of the Department of Telecom
and Department of Commerce, Government of India.

October 26-27, 2016 are the days when NASSCOM's
annual Product Conclave (NPC) will be held in India's
Silicon City, Bengaluru. The meet will feature Product
Showcases, Investor and Enterprise Connects besides
sessions and engaging panel discussions to offer tech
and business insights to attendees. In all, there will be
five functional summits and product business
deliberations through multiples tracks, with speakers
from all over the world. More than 2,500 delegates are
expected to attend the conference, representing an ecosystem which includes investors, accelerators, product
entrepreneurs and enterprises.

The exhibition featured over 100 stalls, brought together
more than 300 companies from India and Africa, and drew
around 2,000 visitors. Highlights of the event included the
B2B meetings that were arranged for Indian companies
with local African firms, to help them explore both
business as well as partnership opportunities
In view of the immense business potential across Africa in
the domains such as Big Data, e-Governance, Education,
Security, Healthcare and IT, NASSCOM organized special
sessions on these areas, besides spotlighting the
prospects of key verticals including BFSI, tourism,
telecom, healthcare, education and capacity building.
The event additionally featured different tracks that were
focused on segments such as products and services
related to mobility, security solutions, e-commerce,
microsite development, billing and enterprise solutions.

NASSCOM has recently forged a partnership with Indian
Angel Network to organize a Business Plan Pitch Contest
for start-ups at the NPC. The companies will compete for
USD 1 million fund-raise from India's Top Angels.
Applications for the competition are being invited online
on https://www.esurveycreator.com/s/bizPlanNPC2016. For more details log in to:
www.productcconclave.in)

Membership outreach sessions
held in India's emerging destinations

Ten NASSCOM members to attend
METI's CEATAC event in Tokyo this year

Chandigarh, Jaipur and Indore were the cities where
NASSCOM's Global Trade Development team recently
organized interactive sessions with members. The aim
was to increase outreach and share priorities and
activities with companies in these cities.

The tech association and NASSCOM's counterpart in
Japan, METI is holding its CEATAC event in Tokyo on
October 7-10, 2016. This time around at least ten Indian
IoT companies are expected to participate in the event.

The three locations saw a collective participation from
more than 50 companies. Members attending the meets
were made aware of NASSCOM's interventions at the
policy level to create a favorable business environment
for Indian companies in international markets.
NASSCOM shared information with attendees about the
trade delegations it was planning to take to Australia and
the Nordics in the near future.
The interactions at every location demonstrated very
high interest in GTD activities, with many members
signing up for the delegations on-the-spot!
Christopher Gibbins, General Consul and Trade
Commissioner, Embassy of Canada was present at the
Chandigarh event and spoke to participants about the
Canadian ICT market during an interactive session.

The IoT Acceleration Consortium (ITAC) is a Framework
that has been developed by the government, industry
and academia for promoting IoT business in Japan.
Established in October, 2015 by METI, it had earlier
permitted only a handful of American IT players to join in.
NASSCOM however, has been pushing METI (directly and
through the government of India) since 2015 to include
Indian players in the network and the efforts have now
yielded results. METI has agreed to fund the travel and
related costs of the 10 IoT companies from India, who will
participate in this conference's matchmaking and
exhibition events. Incidentally, the event draws more
than 130,000 visitors every year.
For further details on Global Trade Development, please
write to globaltrade@nasscom.in
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