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1.

It is indeed a special privilege and an honour to have been invited to deliver
the convocation address at the prestigious Indian Institute of Foreign Trade.
This institute has grown in stature over the years. Its products, not only in
terms of its graduates, but also in terms of its services have been valued
not only in India but all over the world. IIFT is not only one of the top most
business schools and a highly rated research organisation, but it is also a
unique brand, which demonstrates the prowess of India in higher education.
Its research based consultancy in the areas of international business has
been valued primarily because IIFT has developed enormous capacity to
continuously upgrade its knowledge base. To me, IIFT’s journey of over
the past four decades is a journey that we can be truly proud of. | would
like to congratulate the current as well as the past leadership and the

faculty of IIFT for making what IIFT is today.

. I understand that one of the primary role that IIFT visualizes for itself in the

future is to act a catalyst for new ideas, concepts and skills for
internationalization of Indian economy. It is interesting to note that just as
globalisation of trade is growing at a rapid pace, there is a globalization of
research and technology also. A new term ‘Technoglobalism’ has been

coined in recent times to describe this phenomenon.

. The term “Technoglobalism’ means a strong interaction between the

internationalisation of technology and the globalisation of the economy.
Technoglobalism has created a widening of cross-border interdependence
between individual technology based firms as well as economic sectors.

Technoglobalism provides both challenges and opportunities for India

The winds of ‘technoglobalism’ are bringing in a silent revolution in India.
India is rapidly becoming a global R&D hub. More than one hundred
companies around the world have set up their R&D centres in India just
during the last five years. The biggest would be the R&D centre of General
Electric (GE) at Bangalore. Its current size of 1600 employees will increase
to around 2400 employees, making it the second largest R&D centre of GE
in the world. This is a part of the grand plan of many leading enterprises



around the world to build the innovation platform through multi-sourcing of

innovations.

. Why has multi-sourcing of innovations gained enormous prominence?
There is an increasing pressure on shortening international market
penetration times for new products, on shortening R&D times, and on
decreasing the market life times for new products. Innovations are
beginning to have multiple geographical and organisational sources of
technology with increasingly differentiated and innovation specific patterns
of diffusion. R&D in high-technology industries such as biotechnology,
microelectronics, pharmaceuticals, information technology and new
materials has become highly science based. The costs of doing R&D are
also increasing phenomenally. The high technology goods have doubled
their share of world merchandise in the last twenty years while at the same
time dropping the share of primary products by half. More than half of the
GDP in major OECD countries is attributed to the production and

distribution of knowledge.

. There has been a progressive weakening of the strategic position of
corporate central laboratories within large firms. The firms around the world
are becoming very selective with internal developments focused on critical
products and processes. They complement their internal efforts with

external technology acquisition on a global basis.

. Creation of seamless laboratories around the world is also being helped by
the evolution of global information networks. Indeed, these networks are
allowing the real-time management and operation of laboratories in any part
of the world. Thus, companies are gaining a competitive advantage by
using the global knowledge resource and working with a global time clock.
The trend is also being fuelled by the shortage of R&D personnel in some
emerging high technology areas in industrialised countries. The companies
have to bridge that demand-supply gap in skills by external outsourcing.
Obtaining access to high-quality scientists, engineers and designers is on

the top of the agenda of many major companies now.



8. The demographic shift in the western world means that a country like India
with its relatively favourable demographic profile with a large proportion of
working and talented young people can become a global innovation hub,
from which not only outsourcing of innovation will be done, but in which
R&D based innovation centers will be set up by the western companies.
Indian advantage will not just be cost — but cost-cum-competence,
considering the huge talent pool. A German software company set up in
Bangalore recently showed that the ideas generated per employee were on

the average three and a half times higher in their outfits elsewhere in the
world!

9. What are the real and unique opportunities that India offers for becoming a
true global R&D platform? The cost of doing R&D is fraction of that in the
developed world. Last year, the entire spend of India's R&D was US $5
billion, less than the R&D budget of one company like Pfizer alone! A dollar
in India delivers so much more than anywhere else in the world. There is a
world-class technical manpower. India has over 250 universities, 1500 R&D
units, several IITs and engineering colleges. It has the world's largest
chains of publicly funded R&D institutions. This is an extraordinary rich
resource, which was underutilized even within the Indian space of R&D
opportunity. India's emergence as a global R&D hub has a social,

economic, political and strategic significance.

10.1 am proud to say that National Chemical Laboratory of CSIR was a pioneer
in recognising and benefitting the imperative of technoglobalism. The
process of globalisation of R&D began in NCL in 1989, two years before the
winds of liberalisation started blowing. Today it has an impressive list of
international customers such as Du Pont, Dow, Eastman, ICl, General
Electric, Cargil, UoP, etc. NCL recognised then that the competitive
advantage in high-technology business will depend increasingly on
underlying technical skills of the organisation rather than on particular
products. As product life cycles will become shorter, skill-life cycles will
become longer. In such a situation, the product will become the
intermediary between the organisation's skills and the market it served.

Rather than being the focus of corporate activity, products will be actually



transient mechanisms by which the market will derive a value from
organisation's skill-base, while the organisation will derive a value from the
market. We at NCL kept on continuously asking ‘what skills, capabilities and
technologies should we build up?' rather than the stereotype question'
which products or processes should we develop and for which market?'
This shift in strategy paid up handsomely. It is 'destination NCL' for many

major chemical enterprises around the world today.

11.CSIR laboratories, following the example of NCL, have been seeking to
take this initiative forward. The modalities include sale of an exploitable
idea or a concept, contract research, custom synthesis of low volume, high
value and high performance compounds, collaborative research, technology
licensing knowledge-based consultancy services, and institutional twinning.
The partnership of Boeing with NAL, or Mobil with 1IP, or Glaxo Smith Kline
and Beacham with IICT are just a few more examples of such partnerships.
During the last two months, General Motors, Daimler chrysler and Procter &

Gamble have joined hands with CSIR institutions.

12.But in what way will this help India? Can we not argue that the real benefit
of all this will be to the foreign firms and not to the Indian firms? In other
words, the migration of talent that was across the national borders will be

now within India itself. Is it good or bad for India?

13.What would be the impact of this on “brain drain”. One school of thought is
that there will be gradual reversal of brain drain. A normal Indian scientist
would love to stay in India, provided he is given a challenging job here. He
would love to have his children grow up here in India. All this would become
possible for him as Indian becomes a great R&D web, with world's best
companies doing their most challenging R&D here in India - whether it is

Intel designing its latest chip - or GE designing its latest aero engine!

14.As India become a global R&D web the demand on science will increase
enormously. This will lead to the demand on the creation of new human
capital, both in numbers as well as quality. Production of 5000 Ph.D.s



annually is too small a number for India, which is one sixth of humanity!
This number had not grown, since there was no demand on science in
Indian industry with some notable exceptions. This number can be raised to

25,000 Ph.D.s or even higher. This will augur well for India.

15.Another implication is that there will be enhanced competition among
institutions and firms to seek the best brains to work for them. This will
automatically mean that the institutions will really have to create an
intellectually stimulating, rewarding and ‘hassle free' environment to keep
these researchers with them. Competition will draw the best from everyone

and will benefit everyone.

16.The Indian industry itself will benefit in the long run. The researchers who
will work in these non-Indian innovation enterprises will acquire insights and
skills, which would be impossible to acquire otherwise. All such Indians
reside abroad today. No more so. In the coming years, they will prefer to
reside and work in India. There will be enormous benefits that the Indian

industry can reap out of this supply of superior R&D leadership

17.The shift to India as an R&D destination will take place in several other
areas. Take drugs and pharmaceuticals. The concern after the countries
become TRIPS compliant in terms of accepting product patents after
1.1.2005 is that of access to cheap and affordable drugs. The R&D
infrastructure in India provides a low cost option — just as the large patient
pool, trained doctors, good clinical diagnosis capacity and genetic diversity
of the Indian people provide opportunities for clinical research. The
increased emphasis on diseases for the poor — coupled with the setting up
of global health funds implies that there is a scope that India can become a
destination of the creations ‘global knowledge for global good through
global funding’. This offers opportunities for India pharma to create both

‘financial capital’ as well as ‘social capital’.

18.Another implication is linked to India's positioning in the comity of nations.
Imagine in fifteen to twenty years time around 25% to 35% of the new

knowledge that will determine critically the industrial competitiveness of



major firms around the world being produced in India. Take this fact along
with the crucial dependence of the big economies on this world on this new
knowledge. It is obvious that India's interest in international fora cannot
simply be ignored by these large economies - as all this critical knowledge
capital will find its abode in the human capital that will reside in the

innovation centres located in India.

19.The impact of technoglobalism in India so far indicates that access to highly
talented human capital is going to be the most important factor. The
challenge is how to continue to tap the incredible dynamism of global R&D
so that Indian institutions and companies can assume the leadership in
creating high-wage jobs and building new industries. This will require a
sustained commitment to investment in science and technology to
strengthen research infrastructure, development of capabilities and means
to rapidly integrate new knowledge and technologies into products and gain
access to growing global sources of innovation, development of technology
centers and government incentives and protection, in particular protection
of intellectual property extended to science based high technology
inventions. Government will have to play an increasing role to influence the

turn of events, both positively and proactively.

20.Goldman Sachs predictions show that by 2050 India will be the third largest
economy after China & USA. But | strongly believe that by 2025, India has
the potential to occupy the first position amongst the knowledge producing
centers in the world.

21.But why worry about the future? The present itself looks so great for India.
My friends, let me assure you that it is a great time to be an Indian. Even
more, it is a great time to be in India. Enjoy being a part of the action in this
land of great friends, for the exciting journey ahead on that limitless ladder
of excellence. Let your journey up this ladder bring unprecedented glory to

this great country.






