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Why India Needs to Build World Class

Intellectual Infrastructure for and within

its Industry.

A Brief Historical Background on

Drivers of Global Economies

It has been universally accepted that
India along with China led the global
economies in the pre-industrial revolution
era for several millennia. While the spice
trade has received more than its share of
attention, India also led the global
economy in manufactured goods such as
textiles, goods of various metals and alloys
and processed precious stones and
jewelry. India's influence through its soft

power in terms of its thought leadership
©in mathematics, astronomy, commerce

. and philosophy,was also prevalent across
the Middle East, Central Asia, Southeast
© Asia and the far East.

i Dramatic shifts in the global economy
started happening at the advent of the
. industrial revolution, generally

i acknowledged to be between 1760 to

© 1840. Interestingly this era followed

. shortly after colonization of the new and

. old world by major European powers, who
were fiercely competing among

i themselves. The combination of cheap

. raw materials and labor from colonized

© countries, new industrial scale
manufacturing efficiencies and captive

. markets, again in colonized countries,

: were the prime drivers of global economy
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of this era, though it led to dramatic
concentrationofwealth and growth in
GDP of these few European powers.

Sadly, this did not result in these powers
realizing their common wellbeing and this
era ended in the most devastating and
gruesome wars humanity has ever
witnessed in the 1st and 2nd World Wars
that engulfed most of humanity. This led
to the creation of a geopolitical structure
that remained intact throughout the 20th
century. While almost all colonized
countries gained independence, this
geopolitical structure retained the undue
advantages of the Western powers gained
in the previous era, through institutions
like the United Nations, World Bank,
International Monetary Fund, in what can
be termed as The Bretton Woods System.

However, as these empires of the few
Western colonizing powers broke up into
independent nations, with each nation
reasserting its own national ethos, the rich
Western nations had to renegotiate with

the rest of the “Emerging World” for raw
materials, labor and markets, which they
had taken for granted in the previous era.
This led to the new post-industrial
revolution era of “Globalization”.

The initial phases of globalization were
seen to be advantageous to the incumbent
rich and powerful western nations, who
controlled the capital and had a head start
in industrialized technologies. However,
they had to negotiate for access to raw
materials, labor and markets in ways that
could not be as exploitative as in the
previous era. This led to the building up
of capacities in capital, infrastructure,
manufacturing and technologies in many
different parts of the emerging world.
Countries like Japan, South Korea,
Taiwan, Hong Kong, Singapore, Saudi
Arabia, UAE, Kuwait, Bahrain, Qatar,
towards the late 20th century, had caught
up or even surpassed many western
nations in GDP per capita. The prime
drivers of the global economy in this era

. were global sourcing of commodities,

global outsourcing of manufacturing and
global access to markets. This resulted in
a more equitable distribution of wealth
and growth in GDP in emerging nations
compared to the previous era.

The late 20th century also saw the dawn
of the new era of the Information Age,
which continues to the present. With the
advancements in telecommunication and
information technology, it was now
possible to outsource many services, apart
from manufacturing of the globalization
era, which were gaining a larger portion of
economic activities of many mature
economies across the globe. Through the
early 2 1stcentury, through a combination
of the forces of globalization and the
information age, we are witnessing the rise
of large countries and regions like China,
India, the ASEAN countries, Brazil, South
Africa, Mexico. The major difference in
the rise of these nations in the era of the
information age versus the rise of smaller
nations that benefited more rapidly in the
era of globalization, is their sheer sizes,
both geographically and demographically.

This has enabled countries like China and
India become the 2nd and the 5th largest
economies globally, even though their per

Igu.1
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capita GDPs are in middle income and
lower income groups. Unlike smaller
nations, these nations have a much larger
regional influence on countries around
them. Having larger security imperatives
and larger capacities, the last 2 decades
have witnessed dramatic increases in their
military capabilities as well, which further
increases their ability to exert regional
influence, particularly in the case of
China. The prime drivers of this era of
global economics are information
technology-based services, manufacturing
and innovation in new age products. One
can see the initial trends in the shift in
growth from natural resource driven
economies to innovation driven
economies, as we approach the cusp of a
new era, The Fourth Industrial
Revolution, from the present to the
future.

If we view global economics through this
prism of history of the last 3 economic
eras, we observe the following shifts in
geopolitics and its influence on global
€CoNnomics.

Fl The pre-industrial revolution era was a
multi polar world. Regions leading the

AT

global economy did so primarily by
virtue of their value proposition in

terms of the goods they were able to
offer.

Colonization leading into the industrial

: revolution created a unipolar world. (If
we consider Western Europe as a unity
as conceived later as the Euro Zone).
Regions leading the global economy in
this era, did so primarily based on

technical innovations, leading to
military superiority, leading to
primarily exploitation of global natural
resources, labor and markets. However
regional rivalries within Europe spurred
an ecosystem of scientific research and
technical innovation, supported by the
concentrated accumulation of capital,
within the region with the United
States being an exception.
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I The post-industrial revolution and the
era of globalization, was a bipolar
world, split between the 2 prominent
political ideologies of liberal
democracies and social communist
regimes. While western constructs still
held sway over the global economy, the
emerging world had more elbow room
to create opportunities of economic
growth for itself. The fierce
competition between the two political
ideologies gave emerging nations
opportunities to negotiate better deals,
though in some cases they found
themselves as victims of this
geopolitical competition. While the
collapse of the Soviet Union seemed to
have created a unipolar world with the
US being the sole global hegemon,

globalization had already made the
world significantly economically
interdependent and multipolar in
certain ways, that the US has never
been able to completely colonize and
exploit any region of the world like the
British did during the industrial
revolution era. Some of the reasons for
this can be attributed to the fact that
though the US emerged as the sole
hegemon, geopolitically, Russia had
enough military capacity left to deter
the US. Moreover, economically the
world was transforming itself faster into
a multipolar world with strong
economic groupings, or blocks like the
OPEC, Euro Zone, ASEAN, etc,

exerting enough influence on resources
and market access, that could not be
dismantled by brute military force.
Centers of scientific research, technical
innovations and manufacturing
excellence were also spreading across
the globe.

. EX1n the present era of the Information

© Age, countries like China, India and
Brazil present possibilities of a truly
multipolar world, politically,
economically and geographically. A
major factor that is influencing the
shifts in economic activity and
geopolitical influence is the global
demographic situation the world finds
itself in. Except for the United States,
all major economies of the

globalization era are facing
demographic trends that have an
adverse impact on their economies.
Even to maintain existing levels of
wealth, these economies need to either
out source a major part of their
manufacturing and service
requirements or open their societies to
large scale immigration. Many
emerging economies, India and China
in particular, seem to have pole vaulted
ahead of their Western counterparts in
the implementation of digital
technologies in bringing efficiencies in
governance, financial inclusion,
reduction in transaction costs through
negligible cost digital payments and e-

commerce, management of healthcare
and many more services left to the
imagination of innovative startups to
be built on this digital infrastructure.

As we are at the cusp of the
Information Age transitioning into the
era of the 4th Industrial Revolution,
and in terms of geopolitics, if the world
is expected to move towards a
multipolar world, opportunities of
economic growth can be expected to
be based on what value proposition

a country or a region offer the world
purely based on the attractiveness of
its products and services. It would be
as if human society has taken a 360
degrees full circle since the 16th
century.
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Can India Regain its Global

Economic Heft?

The objective of briefly delving into
the history of the recent eras of global
economics, was to establish the
interdependent relationship between
geopolitics and global economics. We can
observe that in a unipolar world, global
economics is driven by exploitation, while
in a multipolar world it is driven by value
propositions. In a unipolar world

innovation is driven by the desire to retain

the status quo by the incumbent
hegemon. In a multipolar world
innovation is driven by the desire to
differentiate and to offer a unique value
proposition.

If we assume that we are at the cusp of a
new economic era of the 4th Industrial
Revolution, and the world is likely to shift
towards a multipolar world, then can we
expect a 360 degrees full circle to the pre-

industrial era of India gaining its economic

heft on the global stage?

History teaches us that such shifts in
restructuring or redistribution of global
economic and political power do not
happen easily. In most cases, violent
events either through military actions or
internal collapse of governance structures
and economies, causing grave economic
hardships, precede such shifts.
Colonization preceded the 1st Industrial
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Revolution, the two world wars preceded
the era of Globalization and the collapse
of the Soviet Union, preceded the Age of
Information.

The world today, in terms of geopolitics
and an era in of global economics, stands
at a cusp.

® Geopolitically, the United States of
America's global hegemony is being
seriously challenged on many fronts.
China rivalsthe US economically,
militarily, and in terms of regional
influence in Asia. Russia has openly
challenged it militarily in Syria and
most recently in Ukraine. The Middle
East is weaning itself away from the
overbearing influence the US had over
the region. Finally, serious questions
are being raised in many parts of the
world about retaining the US Dollar as
the global reserve currency, given the
propensity of the US to weaponize the
US Dollar in times of a conflict. Given
these trends, while it is expected that
the US will retain a military edge over
any rival, on many aspects of
maintaining its global hegemony, the
US will be in retreat. This, in most
likelihood, will lead to a more
multipolar world order than we see
today.

® Economically, the first green shoots of
the 4th Industrial Revolution can be
seen germinating in various fields such
as e-commerce, mobility, pharma and
life sciences, manufacturing etc. It
could also trigger new fields of
economic activities in “blue ocean”
fields yet to be innovated. No one
region in the world has an unassailable
advantage in this new era, and
compared to the shifts of the earlier
eras, there seems to be a better level
playing field. Those regions that
innovate the best will stand a better
chance to win on this level playing
field in a multipolar world order.

Though we are at this cusp, looking at the
state of the current geopolitical situation
and where India stands today as the 5th
largest economy in nominal GDP terms,
India's ascendence as the 2nd or 3rd
largest economy of the world cannot be
taken for granted. This, even though India
has many factors in its favor. In the next
section we will analyze what India needs
to do to assure its rightful place in the
world.




Building India’s Intellectual Infrastructure.

nnovate, innovate and innovate,
~ seems to be the simple mantra based
on the analysis of the previous two
sections. India must transform itself
into a highly innovation driven
culture. While outwardly it seems to -
have all the right ingredients, we need 1. ey
a recipe for this deep transformation . .I- )
to happen. It requires a mass
movement across different sections of
society, its institutions, the
government, academia, industries,
public platforms, services etc. In
short let's call it the building of India's
intellectual infrastructure.
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EN The Blueprint:

For it to become a national
movement, it will require the initial
foresight and nudge from the
government to set the context.
Ideas like nationalism, patriotism,
democracy, rule-based value
system, human rights, freedom of
speech etc. need context,
institutions and some kind of
governance to sustain and nurture
them. So too, with innovation. The
Government of India has enough
experience implementing many
successful initiatives in the past like
Aadhar, Jan Dhan Yojana, Unified
Payments Interphase (UPI),
Swatch Bharat, Ayushman Bharat,
Pradhan Mantri Ujjwala Yojana, and
the work that is in progress of the
roll out of the remaining pillars of
the India Digital Stack namely
Open Network for Digital
Commerce (ONDC), Electronic
Know Your Customer (eKYC) an
online verification and
authentication platform, and
Digilocker. This has pole vaulted
India ahead of most advanced
economies in the world in
preparing India for the 4th
Industrial Revolution. Shuaib Azam

of hubble has captured it as follows.

Quote” The Pillars of India Stack-
Aadhaar, UPI, ONDC, eKYC, and
DigilLocker have had a

£//3 DigiLocker

A Digttal Docurment Yealket irom Govammentol India

transformative impact on the

Indian fintech ecosystem, enabling
faster, cheaper, and more efficient
delivery of financial services.
Aadhaar has enabled digital identity
verification and authentication, UPI
has enabled instant and secure
payments virtually at no transaction
cost, eKYC has enabled faster and
cheaper onboarding of customers,
and DigilLocker has enabled easy
and secure access to customer
documents. The four pillars have
the potential to drive the growth of
the Indian Fintech ecosystem in the
future, enabling financial inclusion
and economic growth”. End quote.

Access to capital that is aligned
with innovation is the first step in
building a strong innovation
ecosystem. A similar initiative is
required to drive innovation in
various sectors of the economy
such as agri-tech, water
conservation and utilization,
education, defense, automotive,
pharma and life sciences, health
care delivery, consumer durables,
telecommunications, aerospace,
high end electronics, new age
computing, just to name a few. In
fact, the need is to develop an India
Innovation Stack that has the
potential to drive innovation in a
sector agnostic way. This India

ZN

AARDHAAR

Innovation Stack should facilitate,
for example the following.

® Ability to discover and structure
funding requirements for R&D
projects in industry, laboratories,
universities etc. The Fintech sector
can structure financial tools to
optimize funding requirements.

®  Quick and efficient methods of
registering intellectual property:.

® Strengthen and digitize the Patent
legislation and process to reduce
cost and time in registering patents.

® Secure digitized database that
enables industry to discover work
of startups.

® Creation of clusters and segment
specific technology parks.

The objective is to strengthen the
levers of innovation, facilitate
collaboration among all the
stakeholders, reduce time of discovery,
facilitate funding and financial
discipline in execution, facilitate fair
effort to reward ratio through value
discovery, IP protection legislation and
speedy dispute resolution mechanisms.
The inspiration like the India Stack,
should be to pole vault and establish a
digital framework that drives
innovation to grow, creating an
ecosystem enabling stakeholder
inclusion and financial growth.
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P2 The Execution Tools:

Like recent trends that are changing
industry behavior, for example,
Environmental, Social and
Governance reporting (ESG), and
Corporate Social Responsibility
initiatives (CSR) that many
companies practice enthusiastically in
building their brand image and some
being nudged by legislation, it is felt
that the time has come to realize that

a focused and structured approach

towards innovation will become
imperative to long term sustainability

and continuity of business enterprises.

The 4th Industrial revolution may
unleash forces and market shifts in a
way that unless companies
continuously innovate, they die out at
the alter of evolution. If we take a leaf
out of life sciences, India will also
have to develop tools or processes
that are able to translate the blueprint
or DNA of innovation into a thriving
living organism. For example.

SEBI legislation that promotes

publicly listed companies to
demonstrate innovation through
budget allocation and measuring
actual impact. Call it Corporate Social
Responsibility in securing the future
of India?

Setting up a National Budget for
Innovation. In prominence, it should
be second only to the national
General Budget, as it is the nation's
investment in securing its future. To
draw an analogy and to drive home an

irony, till 2016 the Government of
India presented the annual Railway
Budget to the Parliament of India.
While not diminishing the role

the Indian Railways can play, and
indeed the way it is transforming itself
since then, with a vision to be 1.8% of
India's GDP, the fact remains. A huge
amount of national governance
bandwidth was being spent in
maintaining a mature legacy service,
instead of focusing on the future. By
replacing the Railway Budget with a
National Budget for Innovation, can
India “fast track” and secure its
future> When Ex-Railway minister
Mr. Suresh Prabhu presented the last

railway budget of India in 2016, it
ended a 92-year legacy started by the
British colonizers of India in 1924.
1924 was the time when the British
Empire was at its zenith and railway
ogy was akin to the fastest
microprocessor of today. When will
India as a modern cohesive society
learn to connect the dots and start
investing in its future?

Setting up “ Navikaranam Aayog”
Innovation Commission, This

Commission should attract the best
talent across all sectors just like
building of the India Stack, was
achieved, where the best Information
Technology talent was pooled in.
Once formed and sector wise budget
allocation from the National Budget
for Innovation is set as part of the
annual budget, this commission
should work independent of any
political considerations in selection of
funding of ideas, irrespective of where
they come from. Examples, private
industry, public sector industry, public
sector laboratories, startups,
universities etc.
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Mnded the first two articles in this

series “Decoding China” and “Will the
Elephant and the Dragon ever Tango”
with regional challenges India faces visa
vice China. While China remains the most
prominent threat to India, in India's rise to
prominence on the global stage, we
should not get blind sided only by
regional pressures China will exert on
India, but also keep a global vigil on the
challenges we may face in the transition to
an uncertain multipolar world order.

The interplay between geopolitics and
global economic status of nations is more
complex than binary comparisons
between two nations. The attempt of this
article is to showcase the interplay and
how possibly India can regain its rightful
position in newly emerging world order.
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