
New Industries
from New Places

The Emergence of the Software
and Hardware Industries in

China and India

Neil Gregory
Stanley Nollen
Stoyan Tenev

A COPUBLICATION OF STANFORD ECONOMICS AND FINANCE,
AN IMPRINT OF STANFORD UNIVERSITY PRESS, AND THE WORLD BANK

Washington, D.C.
Stanford, California



Contents

Foreword xi

Acknowledgments xiii

About the Authors xv

Abbreviations ; xvii

Part I Foundations
1 Context for the Study of the Software and Hardware Industries in

China and India 3
2 A Framework for Understanding Industry Performance Differences . . . . 21
3 The Legacy of China's and India's Investment Climates 31

Part II Software
4 Software Industry Performance in China and India: An Introduction . . . 55
5 The Influence of Factors of Production on Differences in the

Software Industries of China and India 63
6 The Influence of Management on the Software Industries in

China and India 87
7 The Effects of the Business Environment and Competition on

Software Industries in China and India 115
8 Summary of Factors behind the Success of China's and India's

Software Industries 131

Part III Hardware
9 Hardware Industry Performance in China and India:

An Introduction 141
10 The Influence of Factors of Production on the Hardware

Industries in China and India 149
11 The Influence of Management on the Hardware Industries in

China and India 169

v



vi New Industries from New Places

12 The Effects of Business Environment and Competition on Chinese
and Indian Hardware Industries 185

13 Summary of Explanations for the Different Outcomes for China's
and India's Hardware Industries 209

Part IV Summary and Conclusions
14 Why Software and Hardware Industries Differed in China and India... 215
15 Emerging Trends in the Chinese and Indian Software andHardware

Industries j 221

References and Other Resources 229

Index 241

Boxes
3.1 China's Early Approach to Science and Technology (S&T) 49
5.1 The China Brain Drain Problem 65
5.2 Infosys Technologies: Software Startup with Early Self-Financed

Growth 82
6.1 UFIDA Software Ltd.: Risk-Taking Pays Off 93
6.2 Tata Consultancy Services: A Hard Alliance as a Springboard to

Software Success 104
6.3 HiSoft: A Wholly Foreign-Owned Enterprise in China 106
6.4 NRI Founds Software Companies I l l
7.1 SUPCON: Technology and Management Support from the

Chinese Government 117
7.2 Wipro: From Edible Oils to Hardware to Software 122
10.1 EVOC Intelligent Technology: Access to Flexible Labor and

Advanced Technology 167
11.1 Technology Transfer through FDI: Suzhou 174
11.2 Huawei Technologies: International Leadership through

Advanced Technology and Chinese Government Support 176
11.3 Moser Baer: An Exception to the Rules 177
11.4 Siemens: A Foreign-Owned Company's Success in China 180
11.5 HCL Perot in India: From Import-Protected Hardware to Software . . . 181
12.1 Hical: Indian Hardware Supplier 191
12.2 The Development of the Semiconductor Industry in China:

Governments Pitch In 195
12.3 China's Hardware Companies Go Global 206

Figures
3.1 Manufacturing as Percentage of GDP in China and India, 1968-2002 . . 37
3.2 GDP Growth in India 42


