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FOUNDED: 1591. Capital of Andhra 
Pradesh since 1956.

POPULATION:  4 million—5% of 
AP's total. AP is the sixth most 
populous state in India.

SIZE:  217 sq km (Mumbai: 603 
sq km; Delhi: 1,484 sq km; 
Bangalore: 709.5 sq km)

AVERAGE LITERACY RATE: 81%

SALES TAX CONTRIBUTION: 75% of the 
state’s sales tax of N32,000 crore.

MAJOR INDUSTRIES: Information 
technology, pharmaceuticals,
real estate.

AS VIOLENCE OVER TELANGANA ESCALATES 
AND DAILY LIFE—AND WORK—IS DISRUPTED, 
HYDERABAD IS TURNING OUT TO BE BAD FOR 
BUSINESS.

         COVER STORY  HYDERABAD

KRISHNA GOPALAN

Tuesday, July 5: It is close to lunch time in Hydera-
bad and no restaurants are open. As we rough it 
out in a four-wheeler on a dusty, deserted road in 
Nizampet, a suburb close to the city’s IT corridor, 
the silence is unnerving. It is the fi rst day of the 
48-hour bandh called by the Telangana Rashtra 

Samithi (TRS) and the response is near complete. Educational 
institutions are closed, stores and malls have downed shutters 
and Hyderabad looks uncomfortably like a ghost town. Th e one 
bright spark: there’s no traffi  c.
Driving through the city, it doesn’t take too long to realise that 

there’s more to the visible decline and slowdown in Hyderabad than 
just the bandh. Just a couple of minutes away from Nizampet is the 
upcoming 1-km-long fl yover connecting Hyderabad Information
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Technology Engineering Consultancy (Hitec) City and Kukat-
palli. Th e structure has been “upcoming” for years now—con-
struction began in early 2007, and was scheduled for comple-
tion in August 2008. As we drive around the incomplete bridge, 
it’s obvious that there’s been no work on it for a long time. Th e 
detour usually takes 20 minutes. Today, we whizz past. 

On both sides of the road are the signs of a growing city—
apartment complex aft er complex under construction. Look 
closely, though, and even the boards bearing the names of 
top builders mention neither 
rates nor completion dates. For 
a city that was being touted 
as the country’s sixth metro, 
breaking landspeed records in 
IT and real estate growth, this 
is the speed bump from hell. 

It’s been two years since the 
Union Government decided 
to give in to the demand for 
a separate Telangana state. 
Nothing’s really moved on that 
decision on the political front, 
but the impact on business is 
already being felt. And how. 
Big-ticket projects are being 
scrapped, moved out of the 
state or just postponed; hotel 
occupancy is down; real es-
tate is going a-begging; and the 
student community—a critical 
component of future economic 

growth—is looking outside the region as well. Is the end in sight 
for Cyberabad, even before it could fully rise?

The Tale Of Telangana
Th e Telangana movement has been around since before Inde-
pendence but really gained momentum with the formation of 
the TRS in 2001. Its demand is simple enough—the creation of 
a separate Telangana state with Hyderabad as its capital. While 
the Union government agreed to the demand for a separate re-
gion, there’s been little action on the ground since. In January, 
the Srikrishna report on the issue listed six options, including 
dividing Andhra Pradesh into Seemandhra and Telangana or 
even trifurcating it by creating Rayala (Rayalseema). But the 
report itself rejected three of the six options and came down 
heavily in favour of maintaining the status quo, which, not 
surprisingly, hasn’t gone down well with the TRS. “Th e report 
is not even worth the paper on which it is written,” says party 
leader K Taraka Rama Rao. 

More important, perhaps, is the issue of Hyderabad. Once 
the capital of the Nizams, Hyderabad remains the richest city 
in the state and the focus of most economic activity in united 
Andhra Pradesh. It is home to conglomerates and big compa-
nies such as the GVK and GMR groups, Dr Reddy’s, Nagar-
juna, Matrix, IVRCL and Mahindra Satyam. Will that continue 
if Hyderabad becomes the capital of an economically-weaker, 
reduced state or even if it is made a Union Territory and joint 
capital of both new states?

Diffi  cult. “Industrial peace will take a beating,” thinks JP 
Murthy, retired Special Chief Secretary to the Government of 
Andhra Pradesh. “Undoubtedly, the pressure on Hyderabad 
will increase. Today, it subsidises Telangana and also Andhra 

Pradesh. Th ere will be some 
serious concerns on issues like 
how water will be distribut-
ed, tackling the power crisis 
and the potential loss of tax 
revenue with the shift ing of 
headquarters,” Murthy adds. 

Uncertainty Everywhere
If you were visiting Hyderabad 
in 2006-07 and had landed in 
the city without a hotel reser-
vation, either you had very ac-
commodating friends and col-
leagues or you were prepared 
to spend the night at the air-
port terminal. At 50% increas-
es year on year, the demand for 
hotel rooms had outstripped 
supply long ago. And every hotelier worth his salt was planning 
to cash in on that. Th e Park, Hilton, Hyatt, Accor and Trident 
announced plans to set up luxury and business hotels; the Leela 
group was building a 300-room hotel in the posh Banjara Hills 
area; and the Taj group and GVK, Best Western and Choice, 
were all looking to create properties as well.

Less than half a decade later, occupancy rates don’t cross 60% 
anymore and discounts are being tossed around like confetti—
with a little eff ort, you can get a room at a good, three-star hotel 
for as little as #2,000 a night. According to a study by STR Glo-
bal, which provides market data to the world’s hotel industry, 
the average daily rate in Hyderabad has fallen more than 20% 
since 2008. Th e revenue per available room (RevPAR), a key 
indicator of the health of the industry, fell by 3.3% in 2010—
signifi cantly, Hyderabad was the only city in India to report a 
RevPAR decline in 2010 (compare this with the increases in 
RevPAR in Chennai and Bangalore of 7.4% and 2.8%, respec-

tively). GV Krishnaiah, President of the AP Hotels Association, 
is clear that this is the worst phase for the industry. Of the 2,000 
hotels and restaurants that form the association, 800 alone are 
in Hyderabad, with another 200 coming from the rest of Tel-
angana. “I’ve been in this business for 50 years and I’ve never 
seen a more diffi  cult time,” says the 78-year-old Krishnaiah. 

N Srinivas, Managing Director of Annapoorna Agencies, one 
of the city’s largest distributors for Bharti Airtel and Nokia, 
speaks of how his business has dropped by over 10% since last 
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Some moved out of the state. Some, out 
of the state capital. Others were 
aborted. Both AP and Telangana lost.

 It needs to be 
understood that 
the Telangana 
movement is 
larger than any 
business interest.
K TARAKA RAMA RAO
Telangana Rashtra Samiti

 In Telangana, the 
hospitality business 
is down by at least 
40%.  Infl ation too has 
complicated the issue.
GV KRISHNAIAH
President, AP Hotels Association

75,000 
students from 
Telangana have 
opted to study 
in the Andhra 
region. 30,000 
engineering 
students from AP 
have moved to 
Tamil Nadu and 
Karnataka.

SHOWDOWN: Policemen face students during a two-day strike demanding the creation of Telangana at Osmania University.

PEUGEOT
Though land was offered at low rates, Peugeot car 
manufacturing plant may go to Tamil Nadu.

HINDUJA FOUNDRIES
The Telangana issue made the company move 
its N150 crore greenfi eld castings facility to 
Sriperumbudur, Tamil Nadu.

VOLKSWAGEN
The N3,800-crore car manufacturing plant moved 
out at the last minute to Chakan, Maharashtra.

EISAI PHARMA
The Japanese pharma major was looking at 
Hyderabad and then chose Vizag. The N500 
crore manufacturing plant is located in the city’s 
Jawaharlal Nehru Pharma City, which already 
houses many large Indian pharma companies.

LANCO INFRATECH
The company shifted its headquarters from 
Hyderabad to Gurgaon, Haryana. 

ODYSSEY SCIENCE CITY
Planned for Anantapur, the project was scrapped 
after the promoters faced land acquisition issues. 
It was to be spread over 65,000 acres with a 
proposed investment of N1.1 lakh crore.

RAMANAIDU STUDIOS
The banner’s new studio has come up in Vizag. 
And the management does not rule out looking at 
locations outside Hyderabad if the Telangana issue 
continues to fester.

REGIONAL AIRPORTS
The project was scrapped after it failed to receive 
any bids. The plan was to have airports in Tier 
IV cities like Nellore, Ongole, Ramagundam and 
Nizamabad.
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year. Occupancy rate at his budget hotel has also been hit—
Srinivas says he’s recording an occupancy rate of under 50% 
now compared to a couple of years ago when he had multiple 
bookings for the same rooms. “Companies have started cancel-
ling their conferences and that’s aff ecting the hospitality busi-
ness in a big way,” he complains.

Th e impact on hospitality and entertainment is felt even more 
keenly during the bandhs. At the Kesineni Group’s call centre, 
the atmosphere is charged as telemarketers attempt to soothe 
the tempers of passengers whose buses have been cancelled 
because of the bandh. Th e Kesineni Group, which operates a 
transport and cargo services business across several parts of 
India, cancelled about 98 buses and 42 cargo vehicles on Day 
One. Chairman and Managing Director Srinivas Kesineni esti-
mates his loss for the day at around #30 lakh. “Th ere is no point 
in doing business if this atmosphere continues,” he declares. 

Th is isn’t the fi rst time the T-troubles have impacted his busi-
ness. Kesineni points out that even at the worst of the recession, 
his business grew but last year, revenue dropped 17%. He’s re-
alised the danger of depending only on Hyderabad—since last 
year, the group has expanded into newer geographies like Kar-
nataka, Tamil Nadu, Kerala and Maharashtra. “We had already 
planned to move into these states. But what happened last year 
made it necessary for us to look at newer markets,” he says. In 
FY11, the Kesineni Group invested #60 crore in expanding 
the business, the fi rst investments in two years aft er the global 
slowdown. Not one rupee found its way into Hyderabad or, 
indeed, the Telangana region. Kesineni’s sole investment in the 
state is a three-star hotel coming up at Vijaywada, which falls in 
the Andhra (Seemandhra) region. “Hyderabad is an important 

market and we intend to have a presence here,” says Kesineni. 
“But it depends on a conducive business atmosphere.” 

Th at’s precisely what is worrying S Pochendar, Director & CEO, 
Lanco Hills Technology Park, too. Th e 100-acre Lanco Hills 
property at Nanakramguda was meant to be Lanco’s showcase 
development, with features like a fi ve-star hotel, convention cen-
tre, service apartments, a mall and a multiplex. Of the planned 
15 towers, six are fi nally almost-ready aft er a year-long delay. 
Work on another six has only just begun. Th e project scale has 
shrunk—the original plan envisaged 2,000 apartments; now 
there will be just 700. Apartment size for the last three towers 
has been halved to save on outgos as well as reach out to actual 
buyers—there are very few people buying property in Hydera-
bad as an investment any more. Ask  Pochendar the current rate 

for the project and he winces. 
“Th e less said, the better,” he 
says. From #4,500 per sq ft  in 
2008, he’s now struggling to 
fi nd buyers at even #3,700 a 
sq ft . “We had to drop prices 
in the post-recession period 
because of the uncertain po-
litical climate. Th e way things 
are, it is diffi  cult to do busi-
ness in Hyderabad,” declares  
Pochendar.

Residential demand in Hy-
derabad has remained fl at 
since last year, says Anshu-
man Magazine, Chairman 
and Managing Director at 
real estate consulting fi rm CB 
Richard Ellis. “Th e demand 
has come from the end users 
and not investors. You need 
the participation of both to 

keep the story buoyant,” he points out. Perhaps players over-
estimated the market size, says SuchirIndia CEO Y Kiron. His 
project—which includes 123 villas near the new international 
airport—was started in 2008 but only half has been sold as yet. 
“Th ere is a lot of pressure,” admits Kiron even as he is looking 
at other cities like Mysore and Visakhapatnam. “I cannot de-
pend on Hyderabad today,” he says tersely. 

The Political Equation
It’s not as if politicians are unaware of the impact the agitations 
are having on the business environment in Hyderabad. K Taraka 
Rama Rao, the young, articulate leader of the TRS, the party at 
the forefront of the statehood demand, agrees that normal life 
has been disrupted in the city. “Having said that, it needs to be 
understood that this movement is larger than any business in-
terest,” he adds. “Th e problems faced by a few business houses 
in the city or a minor drop in their business activity cannot be 
a substitute for this cause,” he says with a deadpan expression.

On Day Two of the bandh, Rama Rao has just fi nished his ad-
dress to the media and steadfastly maintains that the need for a 
separate Telangana is top priority. “I do not think existing busi-

nesses have been aff ected in any manner,” he says now. Rama 
Rao pulls a paper to back his claims about the lack of impact 
on business. Between 1999 and 2004, he points out, there were 
85,945 people employed in Hyderabad’s IT sector. By end FY11, 
that number had increased to 289,000. “Only fresh investment 
plans have been deferred,” he says nonchalantly.

A case in point is Hinduja Foundries’ decision to set up its 
#150-crore castings plant in Sriperumbudur (Tamil Nadu) 
against its earlier choice of Toopran, outside Hyderabad. 

Rama Rao reacts somewhat predictably to the issue of lack 
of fresh investments. “Th at is left  to the administration of the 
day,” he declares. Th e Congress government at the State has 
been battling the fallout of the Telangana agitation since it 
took over in 2004 and was re-elected in 2009. Auto industry 
sources point out how the AP government off ered land at an 
unbelievable #1 per acre earlier this year to carmaker Peugeot 
aft er it announced its decision to set up a manufacturing base 
in India. Apparently, even that giveaway hasn’t yet swung the 
deal Hyderabad’s way and the #4,000-crore project may ulti-
mately move to Tamil Nadu.

“Hyderabad has already missed the bus. Investments are not 
coming in and banks, too, have become very selective about 
lending to companies in Andhra Pradesh,” says YS Chowdary, 
Chairman of the #7,000-crore Sujana Group. Chowdary points 
out how his steel company sells just a quarter of its produc-
tion in Andhra Pradesh. Th at’s probably because there have 
been no big-ticket investments into Andhra Pradesh since the 
Telangana issue gathered momentum. In February this year, 
Chief Minister N Kiran Kumar Reddy, who took charge in No-
vember 2010, claimed to have cleared investments worth over 

#25,000 crore in a single day, 
compared to close to #38,000 
crore between 2004 and 2011, 
but just how many of those 
projects will ever see the light 
of day? Says Lanco Rajgopal, 
Congress MP from Vijaywada 
and Founder-Chairman of the 
Lanco Group, “Th is is only on 
paper. We need to see if any 
of it materialises. Th e Telan-
gana issue seriously hits in-
vestments in the region. If the 
problem continues, we will see 
money fl owing into only the 
coastal regions like Nellore, 
Kakinada and Visakhapatnam. 
Sadly, this will be at the ex-
pense of Telangana.”

Many companies are al-
ready seeking alternate loca-
tions outside the state for their 

greenfi eld ventures, while others have moved their projects out-
side Hyderabad and the proposed Telangana region (see Lost 
Investments). In early 2009, power and infratech player Lanco 
Infratech moved its headquarters from Hyderabad to Gurgaon. 
While company offi  cials play down the move by hinting at the 
need to be close to the government in New Delhi, other com-
panies across sectors in Hyderabad admit they’re toying with 
the possibility of moving house if the Telangana issue holds 
out. Already, several pharma companies have moved bag and 
baggage to the new, 2,000-acre Jawaharlal Nehru Pharma City 
in Visakhapatnam: early last year, Japan’s Eisai Pharmaceuti-
cals, a $9.7 billion company, inaugurated its global R&D and 
production facility here. 

Exploring Options
While TRS’ Rama Rao is confi dent that Hyderabad will always 
remain a preferred investment destination, the ground reality is 
quite diff erent. Th ere have been day-long and 48-hour bandhs 
every month in 2011, with the next one planned for August 
1. And while IT and ITES services come under the Essential 
Services Maintenance Act in Andhra Pradesh—which means 
employees in the sector cannot go on strike—they too are af-
fected when normal life is paralysed by a bandh call. Some of 

Note: Figures are rent per sq ft per month in M Source: CB Richard Ellis
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68% fall in land rates in 
Gachibowli, near Indian School of 
Business, Hyderabad, from 2008.

3.3% fall in revenue per available 
room in 2010. Hyderabad is the only 

city in India to report a decline.

 There is no 
point in doing 
business here 
if this kind of 
atmosphere 
continues.
SRINIVAS KESINENI
CMD, Kesineni Group

HYDERABAD COMMERCIAL RATES
Prices in Hyderabad’s property market have shown 
a downward trend due to the Telangana crisis.

BANGALORE COMMERCIAL RATES
Th e other IT hub has shown a smart recovery.

 The political climate 
forced us to drop prices 
in the post-recession 
period. It is hard to do 
business in Hyderabad. 
S POCHENDAR
Director & CEO, Lanco Hills Technology Park

 Pulling off a big 
realty project here 
is very diffi cult. 
We have had to 
look at Mysore 
and Vizag.
Y KIRON 
CEO, SuchirIndia

CS-Hyderabad.indd   6-7CS-Hyderabad.indd   6-7 17/07/11   6:57 AM17/07/11   6:57 AM



OutlookBusiness   >   August 6, 2011

             COVER STORY  HYDERABAD

46

the world’s biggest companies have their backend operations 
in the city: names like Microsoft , Google, Deloitte, JP Morgan, 
Accenture, Facebook, Motorola, Dell, GE, ICICI Bank, HSBC 
and UBS all form part of the IT and ITES story in Hyderabad. 
Th e toll of any disruption in routine can be huge.

P Venugopal, Director of the Soft ware Technology Park of 
India at Hitec City, says that overseas clients are concerned 
about the state of matters in the city. But, he says, “we present 
our perspective and things are sorted out.”

On Day One of the bandh, Infosys sent out buses at 5 am to 
pick up employees who work at its Pocharam campus on the 
outskirts of the city. Many employees brought a change of clothes 
to work, prepared to stay overnight if the situation worsened. 
Now, rumours are fl ying thick and fast that the company may 
shift  key operations out of Hyderabad; Infosys did not respond 
to a query from Outlook Business. Meanwhile, another global 
business, American banking giant Wells Fargo, is also learnt 
to be weighing its options. Th e bank set up a technology de-
velopment centre in Hyderabad in 2007 and recently opened 
a captive call centre in Bangalore as well. What’s worrying is 
that Wells Fargo has had to invoke its business continuity plan 
in Hyderabad an unbelievable six times in the past one year. A 
continuity plan comes into play when normal work is disrupted 
by unforeseen events or calamities; it is an option of the last 
resort to allow work to go on as usual and is viewed very seri-
ously by headquarters and senior management. Six times in a 
year, then, is a clear sign that something is very wrong indeed. 
When contacted, the Wells Fargo spokesman’s response was 

understandably circumspect. “Globally, business continuity 
planning is a priority across the Wells Fargo footprint. We rec-
ognise that unforeseen events disturbances can occur whether 
they are natural disasters or political/ civil disturbances, and 
we have a comprehensive business continuity plan in place to 
ensure the safety of our team members and minimal impact on 
business.” But Managing Director Aveek Mukherjee was more 
straightforward in a recent media interaction. “Some back offi  ce 
functions for Wells Fargo are now solely being done in India. 
Th us we have to keep ourselves equipped to meet contingen-
cies that might arise on account of, say, the Telangana issue,” 
he told a national newspaper. 

Jobs And Students
If companies are rethinking their options, the impact on the 
job market is plain to see. For every 100 positions in IT/ ITES 
in Bangalore, there are just 25 in Hyderabad, point out recruit-

ers. In the real estate and con-
struction sector, CFOs were 
in demand during the 2007 
boom—now potential re-
cruits ask searching questions 
about the status of the project 
and the number of fl ats sold, 
says Goutham Viswanath B, 
Consultant at Stanton Chase’s 
Hyderabad offi  ce. Clearly, the 
universe of people willing to 
relocate to Hyderabad has also 
shrunk. “Th e fi rst question is 
about Telangana. Candidates 
are concerned about their fam-
ilies and whether schools are 
functioning normally,” says 
Viswanath. 

As both companies and can-
didates become picky, the deci-
sion-making cycle has taken a 
hit. If earlier a candidate came 

on board within three months of the preliminary discussions, 
that’s now gone up to nine months. “And even then there’s no 
guarantee that the person will join,” says Viswanath. In FY08, 
Stanton Chase, which specialises in senior and top manage-
ment recruitment, placed 22 candidates in Hyderabad across 
the IT/ ITES and real estate verticals. Th e next two years saw 
the company clinching 10 and 13 candidates, respectively. Since 
April, though, it has placed just three people. “Some serious 
momentum has been lost and that may not be visible since 
the recession has been masking it in the short-term,” he adds.

What is more worrying is that the momentum may never 
be recovered. “Th e poor quality of education is also to blame 
for the lack of large investments coming in,” declares Sujana 
Group’s Chowdary. Granted, Chowdary isn’t exactly a disinter-
ested bystander: he is a member of the Telugu Desam Party and 
rues the past several years as the “lost decade” (the TDP hasn’t 
been in power since 2004). But he is not the only industrialist-
politician to denounce the current state of aff airs. 

Lanco’s Rajgopal is clear the image of the city has been badly 
aff ected by the events of the past couple of years. He points out 
that the last 50 years of industrialisation centred on Hydera-
bad, Medak and Nalgonda (all in Telangana). Now, the second 
wave of industrialisation is spreading prosperity to newer loca-
tions like Vijayawada, Krishna-Guntur and Nellore-Chittoor, 
he maintains. Consequently, Hyderabad and the adjoining ar-
eas have suff ered. “Telangana, apart from Hyderabad, has had 
neither industrialisation nor high-quality education. We are 
already seeing the migration of students to other parts of the 
state,” says Rajgopal.

In fact, the fallout of the Telangana agitation on education in 
the state can’t be overestimated. Exams at Osmania University, 
ground zero for the Telangana agitation this year, have been 
postponed six times already. Meanwhile, the repeated bandhs 
and no-education calls by the various political parties is taking 
a toll on the academic schedule in schools and colleges all over 
the state, although more so in the Telangana region. So much 

 Investments 
are not coming 
in. Banks have 
become selective 
about lending to 
fi rms in Andhra.
YS CHOWDARY
Chairman, Sujana Group 

 Some serious 
momentum has been 
lost and may not be 
visible as the recession 
has been masking it.
GOUTHAM VISWANATH B
Consultant, Stanton Chase
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so, that students from the re-
gion are seeking options else-
where. Of the 500,000 Class XI 
students in Andhra Pradesh, 
roughly half are from Telan-
gana. Of these, 30%, that is, 
75,000, have opted for admis-
sion in the Andhra (Seemand-
hra) region, in places like Vi-
jayawada and Nellore. “Th e 
situation is completely out of 
control,” laments Ramesh Au-
rora, Chairman, Consortium 
of Engineering & Professional 
Colleges Management Asso-
ciations of Andhra Pradesh. 
It gets worse. For the 2011 
academic year, only 268,000 
students qualifi ed for admis-
sion through the common en-
trance test, a drop of 18.5% 
compared to last year. And of 
these, 30,000 have moved to other states like Tamil Nadu and 
Karnataka. Aurora estimates that of the 316 engineering col-
leges in the state, almost half will have no new students this 
year. “By our estimation, 100 engineering colleges will be shut 
in 2012. At least 50 colleges in Hyderabad will be up for sale,”  
says Aurora. 

What Now?
Th e uncertainty in Hyderabad has had a ripple eff ect across 
sectors, including the fi lm industry. And that’s big business—in 
2010, the Telugu fi lm industry had 113 releases (Bollywood had 
128). When bandhs close down theatres, the impact is huge. 
“Let’s face it. Nothing comes our way when there is no show. 
People across the chain lose money,” says D Suresh Babu, a 
well-known producer and owner of Suresh Productions. His 
banner has a studio running in Visakhapatnam, which caters to 
Oriya and Bengali fi lms, in addition to the Ramanaidu studio 
in Hyderabad. “We are keeping our fi ngers crossed and hope 
nothing untoward will happen. If need be, we will start look-
ing at other centres like Chennai and Visakhapatnam,” says 
Suresh Babu. Producer Aditya Babu agrees. “Th is uncertainty 
has a huge impact on the livelihood of people like technicians, 
theatre owners and distributors. Th e impact will be felt on fi lms 
across languages that release in and around Hyderabad,” he says. 

As thing stand, business in Hyderabad is a long, long way from 
demonstrating a sense of calm and normalcy. “If this fl uidity 
continues, it is not good news for investors. Too much time is 
spent on fi refi ghting and development activity will suff er,” says 
Gireesh Sanghi, Director of the $600-million Sanghi group that 
has a presence in textiles, plastic and media. Sanghi points out 
that it’s impossible to even think of wooing new investors at 
this juncture. “What can we possibly showcase? We also need 
to realise we are up against formidable competition from states 
like Gujarat and Tamil Nadu,” he adds.

Th e impact of Telangana is perhaps more keenly felt by smaller 
companies. Th e need to move out of the line of fi re becomes 

even more important—their capacity to bear uncertainty is 
lower, aft er all. Global engineering services company Infotech 
Enterprises, for one, is quite open about scouting for alternate 
locations. Th e #1,200-crore Hyderabad-based company em-
ploys about 5,000 people in the city and another 700 at Kaki-
nada and the Visakhapatnam special economic zones. “If the 
Telangana issue sustains and if there is too much uncertainty, 
we will defi nitely look at other options,” asserts BVR Mohan 
Reddy, Chairman of Infotech Enterprises. “Aft er all, at the end 
of the day, we run a global business.”

It’s worse for those even further down the line. Annapoorna 
Agencies’ Srinivas tells us how. His attempts at expanding his 
business have also been hurt—he was close to fi nalising a con-
tract manufacturing project for a large FMCG company but 
that’s now on the backburner. “It would have been worth #100 
crore,” he says wistfully. 

What next for Hyderabad? Many of the biggest businessmen 
in the city have their roots in Seemandhra, not Telangana. Th ey 
may well choose to return “home” in the event of a bifurcation 
even though their corporate headquarters may be in Hyderabad 
at present. Indeed, much of the money in Hyderabad comes 
from the Andhra region: many businessmen in the state have 
come from agricultural backgrounds and gone on to make 
their fortunes in the infrastructure sector. “Th ey aren’t wedded 
to a location; they only follow business. If there is business in 
Orissa, they will chase it,” says a prominent builder. 

Th e TRS is aware of this and repeatedly speaks of creating 
a business-friendly atmosphere in the new state. “We are not 

anti-business and want to make that very clear,” says Rama 
Rao. Th e party has promised a job to everyone in a family. Of 
course, that will depend on not just new businesses coming 
into the state but also on existing large ones not just staying 
back but expanding as well. 

Right now, nobody’s very optimistic about how the situa-
tion will play out and they expect things to get a lot worse be-
fore they start improving. Meanwhile, they’re focusing on the 
smaller issues. MK Patodia, Chairman and Managing Director 
of textile company GTN Industries and a former chairman of 
the Andhra Pradesh chapter of the CII, says the expectations 
from the government are fairly realistic. “We want a continuous 
supply of power and proper law and order. It is important that 
there should be an environment that is conducive to growth,” 
he says. For now, that seems like a pipe dream. 

Email us at business@outlookindia.com

or SMS OLB<feedback> to 575758 �

 What can we 
showcase? We need 
to realise we are 
competing with Gujarat 
and Tamil Nadu.
GIREESH SANGHI
Director, Sanghi Group

 If there is too 
much uncertainty, 
we will look at 
other options. 
We run a global 
business.
BVR MOHAN REDDY
Chairman, Infotech Enterprises
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