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1. Management Summary

India's rise as a rapidly growing economic power presents attractive opportunities in supplier sourcing. The
diversity and dynamism of the Indian economy, exemplified in sectors such as information technology,
automotive, pharmaceuticals, and textiles, underscore the country's potential as a preferred sourcing
partner for companies from the Western world. These industries in India not only offer a wide range of
products and services but also demonstrate continuous innovation, which is invaluable for global supply
chains.

Despite the potential offered by the Indian market, companies face several challenges. Infrastructural and
logistical obstacles can cause delays and difficulties in the procurement and delivery processes. Legal and
regulatory complexities require an in-depth understanding of relevant regulations, tax aspects, and
customs requirements. Additionally, companies must consider cultural differences and quality standards
to establish sustainable business relationships and ensure the quality of delivered products and services.
Environmental and sustainability aspects are also becoming increasingly important, requiring targeted
analyses and strategic interventions.

The role of consulting firms in tapping into the Indian supplier market is becoming increasingly relevant
due to rising complexity. Through thorough market analysis, identification of potential suppliers, risk
assessment, and implementation of quality control systems, companies can successfully operate in this
emerging market.

2. India as a Future Sourcing Partner for the Western World

India's information technology and software development industry has undergone a transformative
journey and is often regarded as the country's showcase in the global economy. The significance of Indian
cities like Bangalore, Hyderabad, and Pune as IT and technology hubs supports India's leading position in
outsourcing, with global demand for Indian IT experts enhancing India's prominent role in the global IT
and outsourcing services landscape. This dynamic environment not only benefits the Indian economy but
also elevates India's status on the world stage in information technology and outsourcing services.
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Top Cities Worldwide Attracting Tech/IT Talent — Percentage of New Residents

with Tech/IT Skills

Asia

America

44%
Bangalore, India - India's Silicon
Valley and a leading IT hub.

43%
Pune, India - Emerging IT center
in India.

43%
Hyderabad, India - Significant IT
industry location in India.

31%

SF Bay Area, USA - Globally
renowned as Silicon Valley, the
leading tech hub.

29%

Seattle, USA - Major IT hub in the
USA with companies like Microsoft
and Amazon.

23%
Austin, USA - Emerging
technology center in Texas.

38%
Chennai, India - Growing IT hub in
South India.

21%

Gurgaon, India - Gurgaon, India -
Major IT location in the National
Capital Region (NCR) of India.

This sector is crucial not only for job creation and foreign exchange earnings but also for establishing India
as an innovation center. Another market with strong future growth potential is the pharmaceutical
industry. India's pharmaceutical industry is one of the largest in the world and plays a key role in providing
affordable generic medicines. The country is a significant supplier of pharmaceuticals to the global market.
With a 41% market share in global generic pharmaceutical production in 2020, India has established itself
as the "pharmacy of the world." This results in revenues of over USD 30 billion from prescription generics as
of 2020, with revenue forecasts based on expiring patents ranging from USD 20 to 40 billion per year from
2025 onwards.

Despite the political will in the EU in recent years to strengthen pharmaceutical production, particularly
generics, within Europe and to enable further growth for the coming years, European countries still lag
behind the influence and potential of India.




Supplier Market in India and its Potential as a Sourcing

Partner for Western Industry

Potential Profit Share in the Global Pharmaceutical Industry Due to Expiring
Pharmaceutical Patents (in Billion USD)
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Besides pharmaceuticals, the automotive sector also stands out as a significant market for India. The
Lastly, among many potentially interesting industries, this whitepaper highlights India's textile industry.
The textile industry in India uniquely combines the country's tradition with modernity. In 2021, India was
the second largest textile producer and exporter worldwide with USD 222 billion. In comparison, Germany,
with USD 15 billion, was the leading textile exporting country in Europe. With a rich variety of fabrics from
finely woven silk to hand printed cotton, India has made a name for itself in the fashion and home textiles
industry. The textile industry provides employment for millions and promotes the country's craftsmanship
and culture.
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Number of Vehicles Produced Worldwide by Country from 2020 to
2022 (in Millions)

China
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Increase in Global Vehicle
Sales in 2022 Compared to
Previous Year

India
23%
South Korea

Germany
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Overall, India offers a mix of cost competitiveness, diversity, and innovation, making it a lucrative supplier
market. Companies worldwide recognize the opportunities and benefits that collaboration with Indian
suppliers can offer. The World Economic Forum report indicates that investments in workforce qualification
could boost the Indian economy by USD 570 billion by 2030. However, companies should also recognize the
challenges and take appropriate measures to successfully operate in this emerging market. With proper
planning, collaboration, and understanding, the opportunities can outweigh the challenges, leading to
successful partnerships with Indian suppliers.

Indian automotive industry spans from passenger cars and commercial vehicles to two-wheelers, playing an
important role in the country's economy. With a growing middle class and rising incomes, the demand for
automobiles is steadily increasing. India is not only a large domestic market but also a major exporter of
vehicles and components to various countries worldwide. The presence of international automobile manu-
facturers and the development of electric vehicles underscore the importance of this sector.

3. Challenges:

* Infrastructure and Logistics: Despite optimizations, India still faces infrastructural and logistical
challenges. These conditions can lead to delays and difficulties in the procurement and delivery
process.

+ Legal and Regulatory Complexity: The legal and regulatory framework in India is multifaceted and com-
plex. Companies are required to thoroughly understand the relevant regulations, tax aspects, and
customs reguirements to ensure smooth business operations.

+ Cultural Differences and Business Practices: Considering cultural differences and business practices is
a central factor in relationship management. A deep understanding of different cultural contexts plays
a crucial role in establishing sustainable business relationships. These aspects are key to the success of
developing and maintaining successful business connections.
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* Quality Assurance: Ensuring the quality of delivered products and services is a challenging task. Compa-
nies are encouraged to implement adequate quality control measures, which may require training and
audits.

+ Environmental and Sustainability Aspects: India has made progress towards sustainable development
in recent years. However, sustainable practices in some industries remain a challenge, requiring
increased efforts. Targeted analyses and strategic interventions could help overcome obstacles and
promote comprehensive sustainable transformation in the economy.

4. Role of Consulting Firms in Tapping into the Indian Supplier
Market

The process of supplier sourcing is crucial for selecting suitable suppliers and ensuring the smooth function-
ing of the supply chain. It isimportant to establish clear goals and requirements that serve as the foundation
for the entire procurement strategy. A thorough market analysis is essential to understand the available
suppliers and their characteristics, including regional availability, prices, quality, and other relevant factors.
Following the market analysis, supplier profiles are created, containing vital information about potential
candidates to facilitate the selection process. Identifying potential risks and developing measures to
mitigate them is crucial. A careful assessment of potential suppliers, including financial stability, experience,
and legal aspects, is also necessary. On site visits to suppliers provide insights into operations and business
practices. Implementing stringent quality control systems and carefully planning logistics and storage are
also significant to minimize delays and damage during transportation. In a globalized business world,
supplier sourcing in India is strategically important for companies worldwide. P3 specializes in supporting
companies with this complex task, considering key aspects to optimize supplier sourcing in India:

» Market Analysis in India: Our team conducts an in-depth analysis of the Indian market to understand
the current supplier landscape, identify emerging trends, and uncover potential cost savings and quality
improvements. This is particularly relevant as India is known as a preferred destination for outsourcing
and production partnerships.

« Supplier Evaluation: We develop specific criteria for evaluating potential suppliers in India. We consider
not only cost aspects but also quality, sustainability, and reliability to ensure that your requirements are
met

* Negotiation in an International Context: Our experts have extensive knowledge in international negoti-
ation. We support you in negotiations with Indian suppliers to achieve fair and advantageous agree-
ments, considering cultural and legal differences.

» Risk Management in the Global Supply Chain: The global supply chain brings risks. We help you identify
potential risks and develop strategies to mitigate them, preventing unforeseen impacts on your
business.
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Best Practice Approach to Supplier Sourcing

Market Analysis in
India

Supplier Evaluation

Negotiation in an
International Context

Risk Management in the
Global Supply Chain

Market and Environmental Analysis by Location.
Transparent supplier landscape and trends.
Identification of potentials for cost savings and quality improvements.

Development of Targeted Evaluation Criteria.
Consideration of cost, quality, time, and sustainability.
Analysis based on 360° assessment.

* Expertise in International Negotiation.
* Preparation, execution, and follow-up of negotiations.
« Fair conclusion - considering cultural and legal differences.

Identification of short, medium, and long-term
risks.

Introduction of established risk management.
Creation of transparency in the supply chain
(Supply Chain Due Diligence).

Our expertise in strategic procurement and supplier sourcing in India enables you to benefit from the
numerous opportunities this emerging market offers. We are here to guide you on this journey, ensuring
that your supply chain in India is successful and efficient. Contact us to learn more about how we can
enhance your supplier sourcing strategy in India.
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5. P3 group

Contact for guestions and remarks

Sarujan Mohanaranjan Gianluca Salierno
Senior Consultant Consultant
sarujan.mohanaranjan@p3-group.com gianluca.salierno@p3-group.com
+49163 7533859 +49162 7352047

Disclaimer

This document and all information contained herein are the sole property of P3. No intellectual property rights are granted by the delivery of this document or
the disclosure of its content. This documentshall not be reproduced or disclosed to a third party without the express written consent of P3. This document and
its contentshall not be used for any purpose other than that for which it is supplied

Adress:

P3 Group GmbH
Heilbronner Str. 86
70191 Stuttgart
Germany

Website:
WWW.p3-group.com
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