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Diamond, Gopalakrishnan

S. “Kris” Gopalakrishnan co-founded Infosys, the $4 billion Indian information technology firm, back in 1981. He became its CEO in  June 2007.  He was in New York recently to unveil Shopping Trip 360, a new initiative from Infosys to integrate wireless, sensor and software technologies to let retailers and consumer goods firms track inventory in real-time. He spoke with Diamond contributor Michael Fitzgerald. 

Diamond:
Where does Shopping Trip 360 fit into Infosys? It’s certainly not IT outsourcing. 
Gopalakrishnan:
When we look at the evolution of Infosys, we need to provide a set of services and solutions, and let the customer choose how they want to engage with Infosys. Integration brings more value-add. We have worked with clients in retail and developed point solutions. Now we’ve integrated those into a platform. We believe this could be the next wave of innovation in the retail space. It allows us to create a disruption in the market, which should have a positive impact on the Infosys branding.  It creates a different revenue stream for us. Now how fast this will take off will depend on how this technology is taken up by the retail industry and our own ability to implement it.

Diamond:  Where will you deploy it?

Gopalakrishnan: It depends.  The cost should be such that it can be deployed anywhere in the world. Most our work is being done in lower-cost locations. Some of the pilots are actually in India. 

Diamond:
Doesn’t India have a very aggressive and unusually structured retail industry?

Gopalakrishnan:
It’s actually completely unorganized. So it’s a huge opportunity for any large retailer today.

Diamond:
You’ve said that one of your goals is to expand your consulting business.  How much of Infosys’s business is consulting right now?

Gopalakrishnan:
If you use the industry definition of consulting, it’s about 24 percent.  If you just look at business management consulting, it would be probably about five percent.

Diamond:
Infosys is one of several Indian IT firms that have announced lower-than-expected earnings recently -- on average, 24 percent growth.  Firms in developed economies would envy that kind of growth rate, but in India it’s well off the 40 percent or so growth of the last three years. What’s going on?

Gopalakrishnan:
Last year we grew at 35 percent, and we announced 19 to 21 percent for this year. In any quarter, 95 percent-plus of revenues come from existing customers. In this environment most customers are saying, “Our IT budget is flat or down.” Newer initiatives and newer projects are getting delayed. That’s why the growth has come down.

Diamond:
Is this a temporary result of the economic slowdown in the U.S.?

Gopalakrishnan:
I feel it’s temporary. India delivers only about $40 billion of the $800 billion-plus IT services market. So the growth should pick up.  Second, it should pick up because the geographical distribution of  revenues is skewed towards developed markets.  For us, 60 percent is U.S., 30 percent is Europe, and ten percent is the rest of the world, approximately.  Global economic growth is coming from other places – like India, China, Brazil. At some point in the future, and we’re not promising when that is, no targets – we are saying we should move to 40/40/20.

Diamond:
Over what timeframe? 

Gopalakrishnan:
The thing which I can say is in the last five years, Europe has gone from 15 percent of revenues to 30 percent of revenues. The U.S. has come down from about 72 percent to 60 percent. Now we need to focus on the rest of the world, also.

Diamond:
Does something like Shopping Trip 360, does that represent another potential big source of growth for Infosys out side of this traditional business?

Gopalakrishnan:
Yes and no.  It gives a lot more options for us to engage with our clients.  Almost every company we talk to has shown interest. We’re doing multiple pilots.  It’s very promising, but we don’t completely know how to charge for these things. 

Diamond:
You are one of the seven founders of Infosys but you’ve only been CEO for a little over a year. What’s it been like to be the CEO in this environment,?

Gopalakrishnan:
It’s been very tough. It started with the appreciating rupee, then the global slowdown and now inflation in India. But on the positive side, because of the work we do, because of the relationship we have with our clients, we’re still growing.  We’re still very profitable.  What we demonstrated last year was our ability to maintain our margins, in spite of the tough environment. 

Diamond:  Manmohan Singh’s government recently survived a no-confidence vote.  What would you like to see the government move forward on?

Gopalakrishnan:
Clearly, the expectation is that they will move on reforms, like banking and de-regulation of the industries.  Of course, the nuclear treaty itself was something which industry was pushing for because as a developing country, we require investment in power, and that’s a big problem.  The expectation is that they will be able to move on some of the reforms, which were slowed down. 
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