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 INTRODUCTION 
 India represents a new frontier for many 
emerging US biotechnology companies. Many 
large pharmaceutical companies such as Pfi zer, 
GlaxoSmithkline, Eli Lilly, Bristol-Meyers 
Squibb and AstraZeneca are already in India, 
but smaller companies often view partnering 
with Indian companies as a daunting prospect. 

According to a joint study by Ernst  &  Young 
and the Organization of Pharmaceutical 
Producers of India, India grew at a rate of 
43 per cent of the global rate as a manufacturing 
outsourcing destination for pharmaceuticals. 
However, the report pointed out that 
although the country has many inherent 
advantages, India as an outsourcing destination 
was only about 3 per cent of the global 
market. 

 Although the industry is small, there is a 
noticeable and distinct momentum in the 
contract manufacturing outsourcing space 
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(CMO). Over and above the obvious 
cost-advantage, the shifting trends in global 
outsourcing have established Indian CMOs as 
valuable partners in the drug development 
value chain. Over the last few years, 
pharmaceutical companies have been 
increasingly looking at expanding the scope of 
outsourcing for routine functions as well as 
for strategic opportunities, a signifi cant shift 
from the more traditional vendor – sponsor 
type transaction. 

 At the Bio Asia 2010 show in Hyderabad 
this year, the Indian Industry focused 
attention and dialogue around  ‘ risk-sharing ’  
business models of collaborations, as opposed 
to service contracts. The buzzword was joint 
ventures ( JVs), but when speaking with 
Indians about some of the challenges they 
face when forming JVs with western fi rms, 
cross-cultural issues appear to be a critical 
factor for a successful JV. 

 When speaking to representatives from 
western fi rms (including several large companies 
that have systems and procedures in place 
designed for effi cient use of CMOs) about 
doing business in India, several recurring 
themes arise, including   

 smaller than expected cost savings; 
 excessive time spent on managing 
relationships; and 
 production delays and missed deadlines.   

 The issues western fi rms have and the 
cross-cultural challenges experienced by 
Indian fi rms are two sides of the same coin. 
This topic was addressed during the CEO 
Conclave of the Bio Asia Show by Mr 
Rajesh Jain, Jt MD, Panacea Biotech, India, 
who made repeated remarks about the 
importance of culture and value as a 
foundation for a successful collaboration.  ‘ If 
scientists aren ’ t comfortable, there can be no 
innovation ’  was a common refrain in his 
comments. Trust is a function of how 
comfortable people are in working together, 
and without trust there can be no successful 
collaboration. 

•
•

•

 India ’ s capabilities in the CMO industry 
are fairly well established, with India holding 
the position of the world ’ s fourth largest 
pharmaceutical producer and being home to 
two US Food and Drug Administration 
offi ces. However, the cultural disconnects that 
are often at the root of problems in Indo-US 
collaborations are not so well appreciated by 
either side. 

 Despite the fact that many scientists of 
Indian origin, with drug discovery, 
manufacturing and clinical trial experience at 
global fi rms, are moving back to India to 
work for Indian fi rms, the cultural disconnects 
still persist. Many companies who have 
experience in India – US collaborations 
continue to identify cross-cultural challenges 
as a signifi cant challenge. 

 In one ’ s own culture, a signifi cant amount 
of communication, both verbal and non-verbal, 
is automatically understood, without much 
conscious effort. In contrast, when doing 
business in another culture, it takes work to 
communicate, understand people and what 
they want, and to motivate them. When the 
cultural piece is not fully understood, 
communication breaks down, often 
unknowingly, thereby creating problems that 
erode the basic trust levels required to 
facilitate a successful risk-sharing relationship. 
This article seeks to shed light on an area that 
is often not addressed but is clearly a 
component of a successful relationship. 

 With the growing popularity of India as a 
CMO destination for cost-reduction and 
innovation, it is a sound investment to become 
well versed in the cross-cultural skills necessary 
to successfully manage the relationship. 

 While cash may seem like king, culture is 
critical to a successful CMO collaboration in 
India. Therefore, after establishing the 
objectives of an Indian collaboration, and 
addressing distinct issues unique to an 
international collaboration such as protecting 
intellectual property and risk mitigation, an 
organization should make a concerted effort 
to understand the culture of doing business in 
India. It is worth the investment of time and 
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 This is a big hurdle many US companies 
fail to clear right from the beginning. That 
hurdle is the negotiation of the contract. In 
the Indian business context, the business 
relationship exceeds the contract. Indians are 
more focused on the relationship versus the 
contract itself. This refl ects the fact that 
Indians are relatively more long-term focused 
wherein the relationship exceeds the contract. 
From the Indian perspective, contracts are 
about legal matters, the relationship is more 
about business results. Thus, when westerners 
are overly attentive to the contract, the 
message to the Indian is a lack of trust. 

 Thus, the basic view of what a contract  is  
is signifi cantly different in India than in the 
West. If each side is not aware that the parties 
might be seeking different outcomes when 
negotiating a contract, then this disconnect 
can be a source of long-term problems. In 
America, we negotiate a deal to come to 
mutually agreeable terms all of which we 
often put in writing in precise detail, in the 
form of a contract, for the purpose of 
 governing  the relationship. In India, the desired 
outcome of the negotiation is a business 
relationship that has at its foundation mutual 
interests that are  guided  by a contract. The 
moment a problem arises, Americans tend to 
look to the language of the contract, while 
Indians tend to look to the underlying 
relationship and the common interests of the 
parties. 

 An Indian peptide manufacturer emphasized 
the difference in how contracts are viewed by 
comparing his relationships with an American 
and Indian landlord. In India, after he signed 
the lease, the landlord installed a new 
elevator. The elevator was not contractually 
required to be installed by the landlord, but 
the peptide manufacturer had strongly asserted 
that an elevator would be useful in his 
business. As part of the continual relationship 
development common in India, the landlord 
installed the elevator. After the elevator was 
installed the parties determined how the costs 
would be shared. His experience with the US 
landlord was completely opposite. The Indian 

resources to understand US-Indo cultural 
differences. Particularly when doing business 
in India, the importance of cultural factors is 
often overlooked and undervalued. 

 India is the largest English-speaking nation 
in the world, which can create a false sense of 
security in Americans about communicating 
effectively in India. It is hard to quantify the 
impact of cultural differences between the 
United States and India that often causes 
cross-border contractual negotiations to spiral 
downward, or business relationships to 
unravel. However, common indications of 
cross-cultural problems may be evident if a 
company is facing issues such as smaller than 
expected cost savings, excessive time spent on 
managing relationships, production delays and 
missed deadlines. 

 Addressing the cultural piece alone may not 
fi x problems that have already taken hold but it 
can mitigate many of them. To be successful in 
all stages of doing business in India, whether it 
is the relationship building stage, due diligence 
investigations, contract negotiation or 
managing the various stages of the contract 
manufacturing relationship, success can hinge 
on understanding differences in the business 
culture. Below are several top cultural gaps 
that, if bridged, can help a US company be 
signifi cantly more successful in India.   

 PURPOSE OF A CONTRACT 
 Typically in India, the purpose of a contract 
is viewed much differently than in America. 
An Indian fi rm often will perform as if a 
contractual relationship was already in existence 
before a contract was signed. Even one of the 
authors of this article was surprised to have to 
receive biological samples and product arrive 
at his doorstep well in advance of the 
execution of a contract. 

 Indian fi rms traditionally view a business 
relationship as more critical than a contractual 
relationship. The execution of the contract is 
generally viewed as a formality. The business 
relationship is the basis of the working 
relationship; the contract is merely a guide to 
the relationship. 



 Made in India 

© 2010 Macmillan Publishers Ltd. 1462-8732 Journal of  Commercial  Biotechnology Vol. 16, 3, 258–265 261

peptide manufacturer was continually surprised 
that his landlord wanted the contract to be 
renegotiated before any changes would be 
made to the premises. 

 Because contracts are viewed so differently 
in India and the United States, when the 
American sticks to the letter of the contract, 
the Indian often thinks the American is being 
too rigid. When the Indian expounds on this, 
the American thinks the Indian is trying to 
circumvent their commitment. This creates a 
gulf between the two parties, which often just 
grows. 

 Contract negotiations are usually more 
successful when each side appreciates that the 
goals of the other party may not be the same. 
To bridge this cultural divide and to ensure a 
smoother relationship post-contract, both 
parties of the negotiations should try to 
understand the perspectives and needs of the 
other party and defi ne the goals of the 
negotiation before having serious discussions.   

 PERCEPTION OF 
COMPLACENCY 
 A pet peeve of many Indian biotechnology 
executives is the bad rap that Indians are 
complacent.  ‘ Don ’ t worry ’  is a common 
reassurance Indians give when things go 
wrong on their end of the deal. To the 
westerner, this may sound as if they are trying 
to downgrade the problem. In fact, it may 
refl ect the different cultural perspective to 
dealing with problems. As a sign of respect, 
the Indian will tend to be reluctant to burden 
their US counterpart with a problem while 
they are fi xing it. While they are exploring 
myriad remedies to the problem, the Indian is 
likely to downplay the problem and is 
unlikely to outline the steps of the resolution 
of the problem to their US counterpart. 
However, to the American, the words  ‘ don ’ t 
worry ’ , without anything more substantive, 
often imply the Indian is not taking the 
problem seriously. 

 But according to Ms Rema Menon Tzalis, 
Director at Mithros Chemicals, which has 
operations in both Germany and India, you 

can be assured that the Indian is trying every 
possible option to solve the problem. She 
cautions though, that problems may take 
longer to solve in India than in the United 
States. The fact that things can take longer in 
India to achieve than similar tasks in the 
West is a common issue that many Indian 
executives mention when the topic turns to 
cultural disconnects. Indians often cite the 
several challenges faced in India, which 
Americans do not seem to comprehend. 
These include things such as defi cient 
infrastructure, lack of prompt repairs for 
equipment (this problem is equally prevalent 
in the customer service of Indian subsidiaries 
of western fi rms, as with Indian service 
providers), high employment turnover, and an 
uncooperative bureaucracy. 

 The fact that Indians appear to downplay 
problems, combined with a poor appreciation 
of why it often takes longer to solve problems 
in India, can give westerners the impression 
that problems are not being taken seriously. 
One result is that often mid-way through the 
process the Indian has taken to resolve the 
problem; the American will pull out projects 
from the Indians and take over. This is 
interpreted as a clear message of No 
Confi dence, which is both frustrating and 
demotivating to the Indian partner. 

 In this scenario, the relationship between 
the Indian and the American becomes 
weakened as the comfort level and trust on 
both sides is signifi cantly eroded. In addition, 
the expectations and job satisfaction of the 
Indian employee can be impacted in the long 
term. To mitigate this problem, it helps to 
probe the Indian counterparts to determine 
what specifi c steps are being taken to resolve 
a problem, and be more sensitive to the 
environment challenges in India.  1     

 COMMUNICATION STYLE 
 Indians have a very different communication 
style from Americans. These differences 
become magnifi ed into problems when there 
is a lot of interaction between both party ’ s 
organizations. Thinking that because India is 



 Lees and Khatri 

© 2010 Macmillan Publishers Ltd. 1462-8732 Journal of  Commercial  Biotechnology Vol. 16, 3, 258–265262

ingrained in people, constant vigilance and 
awareness are needed to keep from falling 
into this trap. 

 It is important to provide training to 
overcoming cross-cultural matters whenever 
there are teams from diverse cultures 
working together. Disconnects in 
communication that can derail a relationship 
can occur during the negotiation of a deal 
as well as during the basic operations of a 
collaboration. It is important to note that 
leadership issues are closely related to 
communication issues, thus, lack of clear 
communication can cause costly mistakes at 
senior levels of management as well as in 
the basic operations. At the management 
level if the parties cannot reconcile their 
business interests, then the deal falls apart. 
At an administrative level, if the employees 
responsible for necessary functions are not 
coordinated, there is likely to be costly 
waste and unnecessary delays. 

 For example, miscommunication when 
coordinating Customs and Shipping issues 
has potential to create signifi cant cost 
over-runs, waste time and increase stress in 
biotechnology collaborations. Similar to the 
United States, Indian Customs and Duty 
practices vary depending on the port of 
entry; however, in India the local customs 
offi cer holds a signifi cant amount of 
authority. Therefore, relying on one duty or 
practice in one port may not be the same 
experience you have in another port. 
Moreover, there can also be huge variances 
in import duties within the same port 
depending on the on-duty customs offi cer. 
Several biotechnology companies have 
reported large differences in customs 
practices  –  sometimes breezing through 
customs for 1 month, then being held up for 
weeks another time, even though the 
material and the paperwork was identical. 

 Another common problem that occurs in 
shipping sensitive materials is the potential for 
them to perish. If the shipping and receiving 
players are not communicating clearly, there is 
a good chance your materials may be left on 

the largest English-speaking nation in the 
world there will be no language issues is a 
common error. Indians tend to take an 
indirect communication style, while 
Americans prefer a direct approach. The 
Indian  ‘ normal ’  communication mode is akin 
to an American ’ s communication when the 
American is being extremely polite and 
diplomatic. When an Indian is being very 
direct, that communication style is akin to an 
American ’ s  ‘ normal ’  communication mode. 
Therefore a  ‘ normal ’  tone of conversation by 
an American is deemed almost rude and 
abrupt to the Indian, and a  ‘ normal ’  tone by 
an Indian is perceived as subtle for the 
American. These differences in style often 
create a host of problems in US-Indo 
interactions. 

 A specifi c problem that arises from these 
differences in communication style, in this 
respect, is the use of the words: Yes and No. 
Often times Indians will issue a polite  ‘ no ’  to 
some request or statement by being vague 
or hesitant but refraining from a direct 
contradiction. The American without hearing 
a clear  ‘ no ’  does not naturally take the 
hesitation to mean  ‘ no ’ . When the American 
does not hear  ‘ no ’ , they then proceed under 
the impression there is mutual agreement, but 
the Indian is under the impression that they 
politely did not agree. 

 Once this disconnect becomes apparent, 
the American feels distrust and will typically 
try to impose rules on the relationship to 
prevent being  ‘ duped ’  again. The Indian 
company will not understand why the 
relationship has changed abruptly; to them it 
seems the American company is acting 
erratically and that puts the Indian on guard. 
The relationship is at risk of going down hill 
from this point forward, with both parties 
losing trust in the other. 

 This misunderstanding is at the root of 
many problems in Indian and US business 
deals. This Yes / No issue is a common pitfall 
when negotiating agreements, drafting 
contract and managing a business relationship. 
And because communication styles are so 
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the port where they can easily perish in 
India ’ s high temperatures. 

 Therefore from the ground personnel 
handling shipment of samples to senior 
offi cials negotiating the potential collaboration, 
having training in cross-cultural communication 
styles is a key investment to the success of 
the business relationship. It is imperative that 
the parties are able to clearly communicate, 
irrespective of the language they are speaking.   

 METHODS OF 
COMMUNICATION 
 When trying to bridge the gap in 
communicating with Indians, it is advisable to 
look at the method of communicating in 
addition to the communication style itself. 
Although technology has played a signifi cant 
role in facilitating collaborations with Indians, 
there are some common ineffi ciencies in 
using conference calls as the main form of 
communication. Conference calls have some 
inherent drawbacks because parties miss out 
on the non-verbal communication and both 
parties can have diffi culty understanding 
foreign accents. 

 For a variety of reasons, using conference 
calls for status updates and multinational-
team meetings are not likely to be effective. 
As Indians are predisposed to using indirect 
communication styles, they are unlikely 
to convey bad news directly in a group 
meeting. Rather, an Indian is more likely to 
convey bad news in one-on-one settings. In 
important meetings in India, there are many 
breaks called during the meeting, these 
breaks are often used to discuss sensitive 
matters privately before being raised at the 
meeting. 

 There is also a clear hierarchy in Indian 
corporations wherein deference is given to 
senior and elder staff. Typically, junior staff 
attending a meeting do not expect to 
participate directly, unless they have been 
given advance notice that they will have a 
direct role. Therefore asking junior staff 
questions directly in a meeting, in which 
senior staff are also present, could create 

awkwardness and stress. Bosses usually answer 
questions on behalf of their junior staff, 
even if the boss does not have fi rst-hand 
knowledge of the situation. When this is 
combined with the Indians ’  general reluctance 
to answer a question with  ‘ I don ’ t know ’  or 
 ‘ I don ’ t understand ’ , the chances of getting 
accurate information, on a topic raised 
without advance notice, is low and the 
chances for mistrust to build is high. 

 Solutions to this problem should focus on 
bridging the differences in communication. 
It does not have to be very expensive, 
however, and there are a variety of modes 
of communication that companies are 
starting to use to overcome these 
differences. For example, an Indian scientist, 
who is the liaison to a US collaborator, 
gave the following example of how his fi rm 
overcame the problem. They would have 
bi-weekly meetings at which the Indian side 
would report that all projects were on time 
with no problems. After the meeting, there 
would be a series of phone calls to 
understand what  ‘ words ’  were being said 
because of foreign accents. People on both 
sides were hesitant to admit in an open 
meeting that they did not fully understand 
what was being said. 

 The main issue, though, was that several 
days later, the meeting would be followed-up 
by a phone call from the Indian management 
to the US management reporting delays 
and problems. The US collaborator was not 
pleased that so much time outside of the 
bi-weekly meetings was being expended in 
managing relationships. The US side did not 
understand why issues were not discussed 
more promptly and raised at their meetings. 
The miscues of communication because of 
the different communication styles were 
beginning to make both sides wonder if they 
could work together. 

 The relationship was saved, and still 
ongoing at the time of this article, because 
both sides implemented a form of 
communication that worked of each party. 
They implemented an online real-time 
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 Cross-cultural issues are often at the root of 
such problems. Failure to bridge cultural gaps 
can cause a breakdown in negotiations, 
leadership and team synergies. By understanding 
and managing cross-cultural disconnects, one 
can mitigate many of these issues ( Box 1 ). 
Three of the more common cross-cultural 
problems include:   

 Understanding the difference between the 
contract and the business relationship. 
 Not viewing Indians as being complacent 
based on how they communicate. 
 Respecting divergent communication styles.   

 Allowing culture to create gaps in 
communication will undermine any 
collaboration. Trust is a function of how 
comfortable people are in working together, 
and without trust there can be no successful 
collaboration. Often disconnects in doing 
business in a foreign culture can undermine 
trust, and between the United States and 
India there are large variances in how business 
is conducted. The problems that US and 
Indian companies have reported in their 
experiences of doing business in the other ’ s 
culture seem to persist despite more frequent 
Indo-US interactions and people migration. 

 To strengthen the power of US-Indo 
collaborations an emphasis should be placed at 
understanding the differences in the other 
culture, and implementing strategies to 
overcome those differences. Training is 
recommended at all levels of the organization 
where employees have dealings with the 
foreign collaborators.         

•

•

•

project reporting system that both sides had 
access. After basic training on the system, 
reporting delays or problems through the 
project management system, even by junior 
Indian staff, was a comfortable experience 
because the system acted as a form of indirect 
communication. The American side was 
happy to have prompt up-to-date data about 
potential delays or problems. 

 In the bioscience context, communicating 
how to transfer technology and processes 
within one culture is complicated enough  –  
hence trying to convey the same information 
across cultures can be fraught with costly 
delays and errors. Thus it is advisable to 
devise a communication strategy jointly with 
the Indian collaborator, well in advance of 
beginning the collaboration. At a minimum, 
the strategy should cover how meetings will 
be conducted, each person ’ s role in the 
meeting, how data and status updates will be 
reported and ways to transfer technology 
processes.   

 CONCLUSION 
 India has tremendous inherent advantages as 
an outsourcing destination, which can be 
leveraged by western biotechnology fi rms. 
However, several fi rms that have formed 
collaborations with Indian companies seem 
to experience many of the same problems 
such as   

 smaller than expected cost savings; 
 excessive time spent on managing 
relationships; 
 production delays and missed deadlines   

•
•

•

Box 1:   Business etiquette tips from the US Department of Commerce, US Commercial Service  2   

    •     Do use titles to address your Indian counterparts, such as  ‘ Professor ’  or  ‘ Doctor ’ . If he / she does not have a title, use  ‘ Mr ’ , 
 ‘ Mrs ’  or  ‘ Miss ’ . 

  •     Do wait for a female business colleague to initiate a greeting whether it is verbal or physical. Indian men do not generally 
shake hands with women out of respect. 

  •    Do remain polite and honest at all times in order to prove that your objectives are sincere. 
  •    Do not be aggressive in your business negotiations  –  it can be interpreted as a sign of disrespect. 
  •     Do not refuse any food or drink offered to you during business meetings as this may cause offense (sample small portions 

at least). In addition, it is useful to keep in mind that traditionally, and religiously, majority of Indians are vegetarians and do 
not drink alcohol or smoke. 



 Made in India 

© 2010 Macmillan Publishers Ltd. 1462-8732 Journal of  Commercial  Biotechnology Vol. 16, 3, 258–265 265

 REFERENCES AND NOTES 
   1   .    This issue of complacency is a small subset of the 

differences in communication styles treated in the 
next section. It receives special attention here 
because it is an issue repeatedly mentioned by 

Indian executives when discussing cross-cultural 
issues. Many executives have implied the trade-off 
for the benefi ts of cost arbitrage of India’s highly 
skilled labor may be occasional delays  .  

   2   .    http://www.buyusa.gov/india  .           
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