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Bangalore: Amid global economic uncertainty, Indian mid-tier IT firms have taken the investment plunge — a perfect case of fishing in troubled waters. 
Sonata Software, a Bangalore-based mid-tier IT services firm, is setting aside $15-$20 million for expansion in West Asia and China. KPIT Cummins is looking at setting up a subsidiary in Brazil. Mindteck is also exploring opportunities to ramp up operations in Asia Pacific and Middle East. As decision-making processes in the US and European markets continue to be painfully slow, Indian mid tier IT firms are turning their focus towards first-time outsourcers in non-traditional geographies. 
In 4-5 years, growth for mid-sized IT players is expected to come from West Asia, Nordic region and Russia in addition to China and Brazil. According to analysts, some nations in these regions, which are only just starting to invest in IT and have no legacy in the field, offer immense opportunities to smaller, niche players in system integration, remote infrastructure management, cloud services and virtualisation. 
Says Nasscom president Som Mittal, “If you look at results in the last two quarters, they have shown great revival, which is due to the niche expertise focus adopted by mid-sized firms after the last recession. There are a large number of clients who either need vertical focus or, are first time outsourcers who need attention.” 
“For mid-tier firms, non-US, and non-Europe business is growing, with Latin America and Asia doing well,” adds Mittal. Typically, mid-tier firms are going after $500 million- $2 billion outsourcers with $25-50 million IT budgets. 
Says Sonata Software CEO Sanjay Viswanathan, “The portion of IT budgets available to mid-tier firms has gone up to 30%, compared to less than 20% a few years ago.” 
“First-time outsources as well as those who have done it before are relying on mid-sized players for what the big guys can't do, which includes a lot of its technology heavy-lifting and identifying new revenue streams,” says Viswanathan. 
Sonata is setting up a delivery centre in Turkey next quarter to service the North African, Eurasian and German markets. It is partnering with a business family in Qatar for a centre to be operational by mid-December and it is expanding operations in China as well. The company expects these markets to generate 20% of revenues in three years. 
KPIT Cummins' Brazil centre for the Latin American market will involve an initial investment of $0.75 million and will employ 250-300 people by next year. Earlier this year, in a deal worth Rs 103 crore, the firm bought 50% in Systime, a Mumbai-based technology provider with a large Brazilian presence. “The strategic investment in Systime has provided us a headstart in Brazil and we are actively discussing new deals in the Oracle and SAP space,” says Anil Patwardhan, vice-president and head, corporate finance and governance, KPIT Cummins. 
Besides global expansion, mid-tier firms are also exploring possibilities in the untapped tier II and tier III towns within the country. “Within India also, we see a lot of opportunity for mid-tier IT firms. In the next two years, we will see many companies entering tier II and tier III towns such as Indore, Jaipur, Mysore, Coimbatore, and Trichy,” says Praveen Bhadada, director, Zinnov Management Consulting. 
Mid-sized IT services provider MphasiS, for instance, opened a 500-seater unit in Raipur, Chattisgarh, and is in the process of setting up a centre in Bhuvaneshwar by early next year. The firm, incidentally, had also established a centre in Poland this year. 
However, not all who are part of the $76 billion sector are convinced about the business sense in expanding into such geographies. Says Rostow Ravanan, chief financial officer, MindTree: “Places like Eastern Europe, parts of Africa, have a low IT-literate population, and as such, we do not see sense in being there. We have a large centre in the US, where we continue to hire locally, and have no plans to open any centres elsewhere.” MindTree's exposure in the US market is more than 60%, while Europe is around 26-27%.
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