Bharat Patel’s Introductory Speech

Good evening everybody, Professor Jagdish Sheth, Mr. Dharen Chadha, friends ladies and gentlemen before I start please switch of your cells or put them on the silent mode. I think that this is very essential because not only the speaker’s get disturbed but also the people sitting next to you get disturbed so please do that. In my capacity…let me check whether I have done that….yes I did. Thank you, in my capacity as the chairman of the Indian Society of Advertisers let me first welcome all of you, a very warm welcome in this seminar which is called the “Building Global Brands out of India”. Most of us here are quite well aware of what this stands for and the role it plays in the industry. However for those who are not the members of the ISA, ISA is India society of advertisers, who are promoting this program, I thought I might spend just few moments and give you some background of our organization. ISA was founded more then fifty years ago and its founder members were Tata’s, Birla’s, Glaxo, Parle, Bata, corn products and Polson, these were the great advertisers and great brands of those days. Over the years major advertisers and small and medium advertisers have joined the membership. Our current membership is around 175. This is small in numbers compared to the total number of advertisers in India. It is substantial when it comes to their advertising and brand building appropriations. They collectively account for nearly two thirds of all the expenditures made in India.  Let me just briefly take you thru the broad objectives of the ISA. ISA has set its primary role in three broad areas. First and foremost is the role of 

Maintaining and upholding the ethical disciplining role in advertising. The world over it has been the experience that if we do not self regulate ourselves then our standards tend to drop and its does not take too long for the government of the country to step in and start regulating any activity which has an impact on the society at large. As such the ISA itself is a promoter of discipline in advertising and in keeping with this objective ISA has been in fore front in promoting codes and standards of advertising in India. The Advertising Standard Council of India which is ASCI was promoted by ISA nearly twenty years ago and we continue to play an active role in the starting of the standards and running of it. By proactively interacting with the Information and Broadcasting Ministry we are ensuring that ASCI code becomes the currency for assessing …whether the commercial shown on TV meet ethical standards or not. And the ASCI’s consumer complaint council which is made up of civil members and the senior advertising practitioners becomes their valuating body even for the mandatory advertising code in the cable TV act. In fact the government is working its way that ASCI in tandem with the cable TV act with the codes and the evaluation process. 

The second broad area where we believe we have a role to play is to monitor, measure and moderate media in terms of cost competition and media audience. That is the viewership, readership and listener ship surveys and programs on that. it is important for most of us who spend large sums of money in advertising and brand building to understand how cost-effectively our monies are being deployed. The ISA’s media committee keeps a sharp eye on how this efficiency measures are changing over the time and keeps its members as well as the entire advertising industry informed on the same. We were instrumental in setting up of the first measurement of readership in the country by the NRS studies needed, similarly we were actively involved in the setting up of the television audiences by being the lead player in the joint industry body guiding the setting of the people meters for measuring the TV audiences. When we talk about the cost of advertising, we must not only deal with the media cost but also the government imposed taxation which ultimately affects the total cost of advertising. And therefore directly affects the consumer prices also. Here too ISA has paid an important role in the past and continue to do so in the future. We have been instrumental in having the tax on advertising after it has been imposed by the government four times in past decade, in every ten years somebody comes up with …somebody in the government comes up with the tax on advertising like this allowance or tax or something. And ISA has been in the forefront ever since in sixties when T.T Krishnamachari started it right up to in the nineties when Chidambaram has done that…pushing back the tax on advertising. Similarly in the recent times we have been able to convince the government to allow the setting up of the service tax paid against the cenvat that means the manufacturing excise duty which is paid against that service tax can be set off when it became a major burden. When the government levied service tax on TV broadcasting you know the whole set of process of service tax against cenvat was prime move by ISA. 

The third and the equally important area where we tried to play a role in keeping the members informed and updated in all matters related to advertising and development of advertising issues across the world. As the members of the World Federation of Advertisers, WFA, we have some unique inputs in being able to provide such guidance to all our members and we carry out such activity thru variety of vehicles like the publication of our in house newsletter, other publications and surveys which gives the cost efficient comparison between the various publications, by running workshops for our members regionally or all over the country and of course by holding seminars such as this today. We make an attempt to inform and keep our members and also general advertising audiences and advertisers on what is the latest development in the field of advertising and marketing. It is clear that the stimulating discussion, debate and deliberation around the subjects which are critical to the times becomes the integral part of the objective to train and exercise the minds of advertising and marketing practitioners around such subjects and as you will agree that the brand building has clearly become a key ingredient for Indian businesses today as we embark on the exciting mission of making a global impact out of India. Branding leads to credibility in quality, stated in another way, quality derives from branding, and if we are to make an impact globally we need to build brands out of India. Perhaps it is best that at this stage I hand you over to Dharen Chadha, who heads our knowledge partner in today’s venture momentum strategy consultants, to tell you more about the subject that we have chosen for this seminar and how it is one of the most critical if not the most…in fact not most critical but only critical area focused for us in the industry. Dharen and his team has done a lot of work in putting this seminar together so that we can have all the benefits of hearing and discussing this issue with some of the biggest names in the field of today. May I also welcome on behalf of you, Doctor Professor Jagdish Sheth, who needs no introduction, thank you Jagdish for sparing this time. We all know the hectic schedules that you keep and we thank you very much for giving this time. Before I hand over to Dharen I want to introduce him, Mr. Dharen Chadha, is the Managing Director of Momentum Strategy Consultants Private Limited. Dharen started the Momentum Strategy Consultants in 1997 upon his return to India after serving as Global planning director for J Walter Thompson. Under his leadership Momentum is growing to be one of the leading brand strategy company in the country having worked with such companies and brands such as Asian paints, Lakme, Wipro, HLL, Brooke Bond, P&G – he helped on our brand Ariel, Pepsi, Reebok, TATA, ITC, GMR, Lifebuoy, ACC, Unilever, Esquire, VIP, Kotak,  J&K Bank etc. one more announcement I do want to make before I hand over to Dharen, is that as it is inevitable in such seminars we do have a very important speaker who was supposed to come in today to talk to all of us , a Mr. Sunil Mittal in the evening and I heard last night that he has been called by the Prime Minister himself in the meeting today most likely something to do with the reservation impact on the private sector which is now the burning issue among the politicians and the pressures coming on to the industry bodies but he is unable to come in  today, in his place the talk will be delivered by his executive director Mr. Jayanth Khosla. It is a bit of disappointment for all of and I’m sure more for you who are the participants in the seminar but I assure you that his talk is going to be delivered and perhaps some other time I say we will organize his presence in this seminar. So over to you Dharen, thank you very much. 

Dharen Chadha’s introductory speech

Thank you Bharat! Building global brands out of India – when you look at that theme…when we look at that theme a question sort of kept coming back to us and the question was are we actually asking ourselves the question a little too late? In other words have the events already overtaken us? Is this a situation where the market main fact is running ahead of us marketers? We all know that for last many years now economy is been opened up but for last couple of years you all must have sensed it, we’ve certainly sensed it, that there is something different in the air as you walk down the streets, as you walk through the shops, you get the sense of someone who has been sick for very long and appetites have suddenly begun to come to them now. You know that they are standing up now and are finding that their bones and sinews are renewing themselves and there is a new vitality that seems to be in the air. One of the things that we like to do in our brands is to look at Hindi cinema as a mirror of a kind of consumer change that is going on in India. And what I would say to you is that our analysis of it shows that the sixties was the Age of Innocence, and the seventies was the Age of Anger, then today it is the Age of Desire. Basically the consumer is very keen to consume, the consumer is lapping up just about everything that is of decent quality. The world is here, it is very much here. In fact world class is here and the consumer wants not a cheapened version of somebody’s dream anyway. The consumer wants the very best. Twenty years ago when you did research in India the big thing that you heard again and again was “budget dekh ke chalna padta hai”. The big theme here today is “ cheez achi dedena bhaiya , do char paise lele na”. Whether we like it or not, whether we reach out to the world or not through our brands the world has already come in. So do we really have a choice is the question. When I first came back to the country in 1997 and we began to work with the clients like Titan in watches and Blue Star in air-conditioning and so on, I was interested to see the body language there. And the body language was in a state of funk. There was tremendous fear where Titan was confronting the entry of Citizen. There wasn’t the kind of confidence that said we have a strong brand and we can fight these guys.  So when we went out to talk to consumers we found that the consumers hadn’t yet given up on Titan, far from it. The body language that we have today is however is very different. It’s a body language which says we can take them on here and to me that is the first big triumph. Because the moment you resolve that you will do it the rest automatically follows. However the question that arises is, all these self confident people that we are now seeing around us are perhaps being a bit too simplistic. I mean is this a typical Indian tendency of swinging from one end of the pendulum to other end of the pendulum. So the last many years it is always been about how depressing everything is and we are just zero point two percent (0.2%) in world trade etc. I’m reminded of the conference that I spoke at about a year ago where a fellow speaker of mine who is a very good man, Chief executive of one of the largest engineering multinationals in the world and began to speak like this and went on and on for nearly twenty to twenty five minutes about how depressing everything is and how, the conference was in Bangalore, it was like look at the roads of Bangalore and we talk about being the IT capital but just look at the roads of the Bangalore. You know I heard this for so many years and suddenly something happened you know and it snapped in my mind a little bit and when I stood up to speak I said that I’m tired of that story, I’m really tired of that story and I have heard enough and I turned around to my fellow speaker and I said to him gently, as gently as I could, I said haven’t you had every single foreign associate of yours come into this city and say that the domestic airline that I just took was a world class air line. Yeah! And I said confidence comes from celebrating the little victories and if you go on and on this way that is not going to help us in any way. So that’s what I felt then and then recently about couple of months ago I think, couple of my friends dropped in on a Sunday morning as it happened, it is very interesting, both have come back from Davos and one of them is a guy who heads Wipro in North America and European business, and he said to me “Dharen you should have seen it to believe it. You should have seen the kind of impact that India was having in this place. India was the flavor of the month, India was all over. And we completely eclipsed the Chinese”. And couple of days later the friend dropped in and this guy, hold your breath, had just gone to Stockholm as head of global R&D at ABB and he said the same thing to me. He said, “You should have seen the Indians, they were such a suave savvy crowd, you know that they spoke so well, they dress so well, there was a little bollywood show, they could talk about the wine and cheese, Americans were in turbans over there and it was incredible”. As he said that I turned around and looked at the Chinese and the Chinese were pretty much the same people they used to be. They were this shifty eyed, collective hoard of people, very awkward you know, very much struggling with their English and so on. And I said to him, for heaven’s sake let us celebrates the little victories, let’s not go on that India bashing trip again. And he said something to me that hit me like a hammer on the head, he said, “Yeah Dharen you know however when you fly into Mumbai or you fly into Shanghai you wonder if you got the two countries mixed up”. He said to me “I agree with your little victories but what about one of our problems with Indians is that we start to think of the little victories as the big ones”. Yeah and that’s where perhaps we fall down. So there is this tendency to swing from either one end of the pendulum which is the pressure and the 0.2% or there is a simplistic sort of over confidence or bravado and it makes you think about this word ‘global’ for instance the way we Indians use it you know. I worry about that word actually, I don’t like that word at all frankly. I think its too global and that’s the problem with it. That the word global is too global, it’s too round a word, it’s a fat word. It can be stretched in any direction that you want to stretch it into. Somebody starts to export 10% of his turnover and we say that he is a global player. We don’t even have heart to call our domestic airports- domestic airports. We have to call them international airports. There is something in the way we use this word global , we use it perhaps a bit too lightly and here is a little quote from Professor Prahalad which I think is a very interesting definition of what a global company is. A global company he says is one which has global cash flows. You must be able to take money from the American market and move it to Brazil, and you must take the money from Brazil and take it to Taiwan and so on. So the question is that how many of our companies are in this position today. Yeah! The other very interesting thing that is being said by another great academic is Rosebeth Moss of Harvard who has talked about the idea of cosmopolitanism. Basically what she has said is that’s its only when a very large number of the work force of an organization becomes truly cosmopolitan, we have companies which are truly global….Are our companies alive to the fact that by the time that they become global a very large portion of the work force will become non Indian? We will have yellow skins, we will have white skins, we will have dark skins and we will have all kinds of skins. One of the things that we may wish to consider that if they take longer than we think and in fact to build a global brand out of an emerging market is not so easy and the question that arises is …how many of our brands have the kind of determination and the bloody mindedness of a Samsung? Yeah. Optimism is easy but as Jim Collins in that great book said “the Stockdale paradox” as he called it, is not for easy optimism. It says essentially that you have to retain the faith that you will prevail in the end regardless of the difficulties and at the same time you will confront the most brutal facts of the current reality whatever they might be. So basically we could have reduced the discussion of this seminar to how do we do the right kind of PR when we move out of India? In fact Romit Chatterji my friend who couldn’t be here today but will be here with us tomorrow with TATA Sons, it started with… the idea of the seminar started with conversation with him where he was struggling to understand why the Inter Brand despite the massive evaluation of the TATA group was unwilling to include it among the top hundred brands in the world. Quite simply because they said that you don’t have a global foot print, you may be as large as you think you are but you don’t have a global foot print. So why don’t we have a global foot print? Because of the way we don’t have the world class propositions. So why don’t we have world class propositions? Because maybe we have yet to build world class competence, and therefore the focus in this seminar is going to be to recognize in the future that the brands are not going to be the little things that are going to lie on shop shelves. This is not about how we can have a Tiger beer or Dilma tea.  This is not about how I can do a little bit of PR to facilitate my entry into new market. This is going to be in fact recognition of the idea that increasingly, in the future, companies are going to be brands and Indian companies will be brands and that if companies are brands then I’m afraid that the whole function of brand building gets taken away from the marketing department and more and more CEO’s are the brand managers. There is a great deal of marginalization of the marketing function which should worry all of us. We have become the bells and whistles of the business world and I think that if there is one thing that we can succeed in doing…we would like to succeed in doing…is to raise the level of the discussion amongst the marketing profession. And which is fitting therefore I say that ISA has assumed this content with both hands and said yes this is what we need to talk about. And the nature of the speakers you will see over next two days is… we have thirty –thirty five of CEO level speakers, people who are concerned with selling their brands at the front lines. And so the level of the discussion is going to be at a very high level and I think that we also have an outstanding audience. I mean when we have seen the kind of audiences we have had in the past, this audience has been cut off to ensure that a very high quality group of people participating from different areas. We are going to have lots of time for Q&A, because we think that we will all really learn together when we talk during those fifteen twenty minutes after every session. I’m going to encourage everyone to bring everything that they can and to bring in any insight that you have. We’re going to have to be a little tough on timing because we have a lot of ground to cover. But I’m sure that if we think of it together we can make this discussion very productive. I’m looking forward very much ladies and gentlemen, two days of very serious yet very enjoyable, very enlightening and enriching debate. Thank you very much!

It now is an honor for me to introduce Professor Jagdish Sheth,. Professor Jagdish Sheth is a global Indian brand himself. And that’s why I think it is fitting that he should be doing the key note address of this conference. I remember when I was in B-school looking at that seminal piece of work, the Harvard and Sheth model of consumer behavior and that was the first gem that he gave the world of marketing. Dr. Jagdish Sheth is the renowned scholar and the world authority not just in the field of marketing but his insights on global competition and strategic thinking and customer relationship management are considered revolutionary by both academicians and practitioners across the world. Dr. Sheth is the Charles. H. Kelstart Professor of Marketing in the Goizueta Business School at Emory University. Before this he was the distinguished faculty member for the University of Southern California, University of Illinois, Columbia and MIT. Dr. Sheth has published more then two hundred books and research papers in different areas of marketing and I personally and my company, we use this recent book of his all the time. So he is absolutely at the cutting edge. And like a good brand he reinvents himself again and again and he moves up stream all the time. A lot of his works have become seminal classic references. Ladies and gentlemen it’s a great honor to have Dr. Jagdish Sheth to open this conference…Dr. Sheth. 

Dr Jagdish Sheth’s speech

I kindly suggest that keep the lights in the audiences on please so that I can know who is there and I would like to see in your eyes as to what you are seeing. I will come back to you at the podium in a minute. Here’s the magic and my height just got increased ok. Actually when you have the laptop around here and I used to be six foot four by the way just for you information. But the aging and all the hard work has cut me down to five foot four.  And I like to use a podium with a height on or stand on the side. Well with all that introductions good morning! My style is totally conversational, informal and we will have a Q&A session to know what is on your mind and that should become what is on my mind rather than my presentation per se so we should have more time for dialog and just to get us going I want to tell you that I’m 67 years old and just turned 68 officially for the life insurance purposes ok. Do I look 67?  No! That’s because I’m in marketing and if you are in finance or operations you age so fast, have you seen that thing. You know that CEO’s are aging much faster; we marketing guys have the fun. The first lesson that we teach in marketing is packaging right. That’s what I have learnt that packaging is very important, positioning is very important. So what you see here are the wonders of modern technology put together. So that is what the marketing is all about and we will talk about. But my job here is not to get into the specifics of how Indian companies are going to create and deliver world class brands just like Japan did after World War II, just like Korea has done more recently for example, just like America did hundred years ago the journey is the same and the message is the same. Brands can never be bought in the market place nor they can be manufactured in the factory, you have to earn it. The message is going to be that the brand will have to learn how to earn. That means, lots about the global branding of the Indian origin has to do more with the back office operational stuff, more in the factory, more in the company than what people note outside the barn life. That is the key message that I will give. Then we will talk about the role of marketing process. So here is my first line. 

What is happening at the broader level? There are four forces shaping the global economy so while India was sitting on the side lines for the last fifty years, essentially partly by deliberation partly by intention, India missed out to be in the center of economy. In this century India will be in the center of the global economy whether it likes it or not. I don’ think it is India who is making the decision as to how to bring India into the center of the global economy, it is happening by the outside forces. Here are the four areas and I will go very quickly because we want to get into more of the brand insights specific to the recommendations. The biggest issue is not what is happening in the emerging nations, the biggest issue is what is happening in the advanced countries. All the advanced countries are aging much more rapidly than they thought that they would be aging. And immigrations is not the solution. The oldest nation in the world is Sweden and it has already reached the point of no return and in no way they can reproduce themselves. Second oldest nation is Japan and in Japan more than a year ago the absolute number of counts of men has declined , every month it is declining. They are having fewer and fewer men maintained to live less than the women and the same trend will continue with women. Last year again in October for the first time the number of deaths exceeded the number of births in Germany. US is a slight exception mainly because we still have a second wave of immigration mostly coming from the Latin American countries like Mexico and further south. Our ethnic populations are rising much faster, there are landed immigrants bringing more children, producing more children but again with affluence they are going to produce less number of children so it may be a short term but not a longer term solution. So what happens when we have an aging affluent population is that it is not able to produce economic growth to consumption. Most of that is wealth mechanism. So more and more passive incomes are generated than active income from livelihood by large employment…..in fact you don’t need employment. We are producing more millionaires than it is imagined possible, more billionaires and most of these CEO’s retire and even the senior management if they retire will have a huge amount of wealth creation mechanism through stock options and they make money by investing into other companies or into the stock markets like private equity or real estate and this is a passive income so the country has gone from an income driven country which is where the marketing comes into play, to more and more a wealth driven country. This, called a permanent income hypothesis, was advocated in the late fifties, didn’t really take off till the eighties by and large where we saw the shift permanently. This is the key problem. They need economic growth and the only place the economic growth is going to come now is through emerging large nations such as India. We will talk about that one. 

Second one is that the world is flat. What was a bottle neck in terms of an infrastructure especially media infrastructure is gone. Today India can produce as good quality newspaper in print, not content necessarily but in terms of the physical flow physical thing, as good a magazine in fact the content is very good in the magazine in my view. Definitely we can produce as good a content on commercials on TV- very good quality in fact. Today the Indian media has all the equipment possible and as we go more and more towards digital media environment and the affordability drops enormously, we will be as good as anyone in this. This is the flattening of the world not just through Tom Friedman’s view which is strictly IT side but it is happening, any thing that could be digitized by and large whether it is mobile cell phones, where, in many ways countries like India and china are way ahead of deploying the next generation of technologies, they are actually leading the world rather than lagging the world as it used to be the phenomenon.  Every time I come to India I find that I’m the incompetent person using the cell phone here. Our cell phones are way behind interestingly even though America invented cell phone technology, commercialized it, it is going to lose that industry and I have been working in this industry. I have a center for the telephone industry, just like we invented TV, we commercialized it successfully and we lost it, there isn’t a single TV manufacturer left in America for example which is fascinating. So that’s the world is flat that what was not possible is today possible so these emerging economies can aspire and deliver because the IT infrastructure and the media infrastructure is possible today to deliver in fact a global presence in some fashion. 

The third main event has been the collapse of communism. The world is driven less and less by ideology although you see the reaction by the ideology driven stake holders by and large such as religion on one hand and the land lord ship on the other, but more and more the world is driven in fact by the markets and economies. I made a statement that in this century with the new book that just came out for Tectonic Shift and it was deliberately published in India to increase the image of India as a great publisher of good authors and we can always publish it over there and eventually it comes here. I’m deliberately doing it like this reverse strategy. Tectonic Shift is an economic journey, geo political journey, I’ve been involved with the government of Singapore for at least fourteen years and I go from here to Singapore to meet all the permanent secretaries and talk about the repositioning and re-branding of Singapore. As the competition is rising from Shanghai on one hand and Dubai which they never thought was possible. Today Singapore is in a mid life crisis just like all brands are in a mid life crisis. So we are having a session with all the permanent secretaries as to how to revitalize the nation, in this case which is a global brand, relatively respected brand, but the brand is plateauing just like any other brand. American brands are plateauing for example so how do you revitalize them. The last century was driven by ideology like Vietnam war, Korea war, WWII and the Cold War. This century is driven by economics and in the future, three economies will shape the first half of this world with the rise of China and the rise of India and its impact on you as the largest market today in this world. A very key factor, surprisingly, the consequence for us in the marketing is interesting. We marketing professors and consultants and advisors are much more wanted by the prime ministers of the countries and not by the CEO’s of the large enterprises. Isn’t that interesting? Fascinating! They are in fact public sector enterprises across the world who are begging for marketing expertise. More and more global enterprises will come just like they did from the Chi boss of a Korea which is sort of a semi government highly public private sector involvement; Japan has the Zaibatsu system. Public sector enterprises will be where the global brands will arise faster and faster first before the private sector. All the major brands from china will come from the public sector enterprises. Haier is already number two in the world in the manufacturing of the appliances and pretty much it is likely to become number one and it will go global. Haier, is on the one hand and there are about a dozen of those Chinese corporations creating a global branding, most of them will actually do it through acquisitions. We will talk about the inorganic growth and how that impacts on the branding aspects by and large. 

The large thing is the economic pragmatism. Today you don’t win elections anywhere in the world whether it is in the advanced countries or emerging nations unless you fill the stomachs of the people and their wallets. Stomachs are the employment and the wallets are the wealth by it. So the politicians have become very pragmatic, what matters is what Bill Clinton’s advisors told him to win the elections "It's the economy, stupid," and they won their elections. Here is the most popular president after 1991 after the gulf war from where the Americans pushed out the Iraqi’s from the Kuwait saved the nation and became very famous, actually he was more popular than Ronald Reagan was at his highest popularity. 1991-92 he had a recession and he is gone. Same thing happened with John Major and Tony Blair came in and even Tony Blair would’ve gone unless the British economy had done very well. Same thing happened in Germany Helmut Kohl was the longest surviving chancellor but he made the biggest mistake of his life by integrating East Germany with West Germany on equal footing and in the passage unemployment rose to 10% economic malaise came and he is gone. And Schroeder who came in lasted for few years couldn’t turn around the economy and he is gone. Same thing in France same thing in India; why the politically leadership in China continues to survive with no revolutions and no revolts is because they are delivering the economic miracle to the people. So any political party that delivers the economic miracle to the people is likely to get re-elected again and again both in parliamentary system and in our case the republic system. 

So here is the change, economic growth historically came into in 1800’s thru industrial revolutions and the global expansions by the Europeans were the drivers as the markets. Biggest beneficiary was America; it was the largest exporter of cotton in the world for your information before the civil war of 1865.And today you read the kinds of things that Abraham Lincoln did he was probably the best economic reformer as a government guy, as a president of the nation than any body. He implemented a strategy which is exactly what china and India are doing, one through a democratic process and other through a basically top down policy driven process. My institute I have for India and china in America and Jayram Ramesh is the part of that institute and almost a founding member…… is very fascinating and actually as I visit China and visit India and the journey and the destination seems to be the same but the processes of the journey are taking their own approaches which is just fine….. there are two different ways of reaching the destination. US benefited because right after the civil war Abraham Lincoln actually made sure that the country actually does a value add in the country. Rather than shipping out the cotton, can we have cotton mills and rather than shipping out iron ore or coal to England or Europe can be value added to manufacture. It forced the world and Europeans to outsource it. And outsourcing is nothing new and in fact if you go back to the theory of David Ricardo it was all outsourcing and he never called it outsourcing that was not the word. How America grew by manufacturing and becoming the manufacturing capital for the largest market Europe and then it began to outsource therefore in this century it is the large emerging nations with a very large concentration towards China, India  are the driving economies in terms of becoming more and more manufacturing hubs and I’m very optimistic that India will also become a very big manufacturing hub just like China has already become and China has about a twenty year advantage in manufacturing and that is what is going to happen. This is the new measure. The new measure is called the PPP as most of you know quite a lot. There is a BRIC report by Goldman Sachs which is very influential. Goldman Sachs on the one hand and McKinsey on the other are probably the two most influential bodies today shaping expectations of the government on one end and enterprises and CEO’s on the other end at a very high level and both are promoting the idea that we can look at this world in a different way than what you have done before. You can say that china is number two with PPP as 8.2 trillion and it is likely to surpass US by 2021 by every measure. In fact there is no debate. First time I teed up the idea was in 1993-94 remember this gentleman Dr. Lawrence Sommers who eventually went to Harvard to become the president and had to resign recently. He was the Undersecretary of the Treasury in the same group of CEO’s I was talking about. I teed up the idea that China will eventually rise and surpass America it was a shock wave, political debate asked him the question and he said it was absolutely true. Interestingly the government sold a new behind the scenes rise in china at least…it is interesting. And you can see India is number four so I’ll just quickly by pass…China is the second largest economy based on the PPP index and it has just surpassed Japan and it will be the single largest economy by any measure including GDP, India is the fourth and it will surpass obviously Japan as the third economy. So the triple play of three markets, the consumption market of China, rising India’s markets and America will create a play which says that the Indian brands have to be equally comfortable not only in America and England for example but in China. You have to show up in China with as much aggressiveness as you do in western world which is very important evidence and by the way Chinese brand will show up in the Indian markets as aggressively like the Korean brands like Samsung’s for example, like the Hyundai cars are showing up and it is matter of time by and large. And BRIC report that we talked about. So this is the fundamental repositioning of the country. First of all one dimension is the macro level for the country and the second level is for the corporations. India became an isolated domestic economy by choice, biggest mistake that India ever made after independence to be the part of what is known as non-aligned movement almost pro communism. That is because our leaders grew up with that thinking, as freedom fighters they saw the colonial powers abusing their colonies. The mindset of the leadership made it difficult otherwise today if India had  western allies which is UK and the Americans we would have been the manufacturing capital of the world there would have been no rise of Japan or Korea or Taiwan and let alone China for example. Unfortunately it didn’t happen. We made the second biggest mistake in life when we had to align literally for protection  anyway, Mrs. Gandhi aligned with the Soviet Bloc which again delayed the whole process of where the world should have taken India into because the key advantage of India is not its markets but its resources. The enormous agricultural land resources, industrial mineral resources, it has enormous human capital resources and those resources are becoming more valuable to the world than just in India. So this is not the old MNC model that they come to identify the potential markets and struggle enormously. Most MNC’s have not done that very well except Hindustan Lever. Most have struggled enormously trying to bring American brands or western brands into the Indian context. The domestic brands have stood up to them pretty well actually. Surprisingly across industries like the luggage industry on one end and the PC industry on the other end so far and of course partly the regular economy helped out a little more which is interesting. So today India from an isolated domestic economy is clearly moving towards the integrated global economy and it is not its choice. Third choice is given after the 1991 crisis in India and it is now having huge economic reforms and if the journey continues no matter which political parties come into power whether it is the BJP or current coalition or the next generation my view is that it is not the choice of the politician to change the course, it is basically controlled more and more by the world economy and the world view in the political arena that matters. What matters is markets are more and more important as opposed to ideologies or policies or regulations interestingly and I’m working a lot behind the scenes with the governments for example I’m working in the agricultural sector. India has to rebalance its economy macro level and it cannot be so much service driven. We went suddenly from the agricultural economy which we still didn’t leverage enough all the way into the services economy. Manufacturing has to come back into India in a big way and agriculture has to value add more just like other nations have done. So we are policy wise orchestrating all this stuff to create a growth in the market in the way that will be very appropriate. 

Next one is the diversified domestic conglomerate and this was marred under the license raj. If you were a TATA group or a Birla group you thought about the domestic market and any time there was another license opened up you jumped into that because you had the capital and you have the management talent. But today you cannot fight fifty kinds of competition; you have to choose your battles. no company can fight even the almighty GE can’t do it and when Jack Welch took over the company the mandate that was given to Jack was that from four hundred separate companies reduce it down to a handful of business units and he reduced it down to twelve major business units. Jeff now has reduced it down to six. So more and more these companies are finding that the future lies by focusing on a fewer number of businesses where they have a strategic resource advantage but they go global in those businesses which is the fundamental ship and that is the key area…..so that is what is happening. The journey typically begins and earlier a comment was made which is very correct we think that we are global because we export. Amul is not a global brand although it sells in thirty four countries because it is an ethnic brand only Indian ethnic consumers know about Amul as a world class brand. But unless it is in the table daily of an average American family or an average Japanese family or an average British family it is not a global brand. Most companies begin by having export based global definition which is mostly an international division, manufacturing product here, surplus capacity or there is an incentive given by government, export incentive, divert your capacity for export because that is where you have tax incentives and maybe margins are better or you have these special economic zones or tax free zones whatever we call them in this country etc every country has them. So afterwards a given market becomes very big so usually have a subsidiary created as there is a sales and distribution company, warehousing etc or often you begin to acquire a company there- an acquisition. So from export it becomes acquisition, so now we have a subsidiary based model and those subsidiaries are sometimes created by law as you are not actually allowed to do business without having a local subsidiary as we forced multinationals as they came to India that they should have a separate Indian subsidiary with so much of controlling interest like 51% or 40% etc. and the last one of course is ultimately the journey to become the integrated global company and that is what the global definition is all about. We talk about the definition and I think that the Indian companies are probably going about the first stage export base all the way to international global integrated enterprises. A colleague of mine who is from GE, a very senior executive has quit the job, works with me full time. Suresh Sharma is his name and we are actually having enormous practicing both in India as well as in China how to make export oriented companies to truly globally integrated enterprises, which is more than branding…..as I say that it cannot be bought in the market place through advertising dollars, you have to earn it with lot of operational aspects involved behind creating a global brand. That’s what this is all about here. By the way, most of the multinationals, as the Americans, beginning with multi domestic subsidiaries are now becoming globally integrated whether they are Hindustan Lever on the one had or P&G on the other hand and IBM on the third hand, HP on the fourth makes no difference by and large. Europeans are still not there as they are stuck in the middle but the American enterprises are clearly moving at the next category or new companies like Google or Microsoft are already gone or just beginning all the way to be the global brands and that is the architecture that we can learn. So here are the export based global companies. French champagne can only be made in France, there is no way you can make it anywhere else so the only way out is export. Rolex watches deliberately to control the quality Rolex watches will start making them in China, this is my forecast. All premium brands are now made more and more in the emerging nations which was unthinkable in the mind. Not only semi premium brands like leather goods for example but Gucci’s are all moving towards China both as a market but also a manufacturing place which is interesting. Indian diamonds, we are the largest diamond cutters in the world but we have no brand name. We have a market access for example the single largest brand of retailer of diamonds is Walmart and totally unbranded. There is not a single brand of diamond out there, DeBeers tries to create a brand there but nothing is available at the Walmart that is the store reputation that is giving a brand reputation. People ar buying at Walmart totally unbranded Indian cut diamonds and it has surpassed retail chain for jewelers. So these super retailers are having an interesting strategy which is really unbranded products. While Samsonite may claim that they are the largest branded luggage company, the largest seller item is a Walmart one where a Chinese made unbranded product sells more in volume than Samsonite does. Interesting, so we have to watch that trend. Granite is another one and the same thing is happening, leather goods, textiles…..Indian companies will be dominating with textiles. There is actually a conference going on at the hotel where I’m staying on the textile industry which is the second largest. Markets will shift to textiles not just domestic but more global textile brands will rise from India  as our fore past so will the leather goods from these areas. Subsidiary based are of course the General Motors or the Vauxhall brand in the England or Opel brand in Germany, American brands in America and they are having a nightmare. One of the weaknesses in GM, and I have done a lot of advising in there and ford through JWT actually, one of the key problems with GM is that it never agreed to have global brands. It always believed in local brands. They had no economy in the marketing, you have separate agencies, separate budgets, separate everything. You might have media buying power together which is very fascinating. On the other hand it is the Toyota as a rising company decided and I worked with them also, coming out with two global brands one for the premium market Lexus all over the world, Toyota same symbol, same approach and even sub brands categories are the same. At Ford we followed the same thing at the mass market for the Ford brand….. lots of debate about the color, logo, the shape and the size and the global brands the premium brands they are not sure as yet whether it should be in fact a Volvo, for example, which is doing well or should it be a Jaguar, for example, or should they go for premium brands that too with acquisitions. And the same thing you find in companies like Siemens…. is still the same way and they are still subsidiary based and there are a lot of branding debates. This is where the CEO of the company is taking charge. I made a forecast that the marketing will shift as a functioning in fact I wrote a book on this and I have written a couple of articles. Marketing is marginalized because it is housed in the wrong place. It is not at the corporate board table because it is not a part of corporate staff. At the corporate staff functions, finance shows up thru CFO, now CRO shows up in many companies reporting directly to the CEO, human resource guys as a Chief Human Resource Officer position is no longer the personnel guy managing the factories and the labor laws, it is the succession planning of the leaders, for example, where I work quite a lot. Marketing is conspicuously absent, I’m advocating how can you make marketing as a staff function not a line function. Already it is implemented in a few places right now and don’t call him a chief marketing officer because the word marketing has a negative connotation with other professionals. Marketing is selling in their minds and selling is looked down in most western world as it means trading and traders have never been respected in the society. After the industrial revolution especially; so how do you bring about the excellence of the marketing? By having a Chief Customer Officer not the Chief marketing officer and this seems to work. It is sort of a internal selling or a internal marketing, most marketing battles are internal marketing not external marketing as my experience is working with the companies. And the last one is of course is the integrated global company where the brands are decided and I think that Mittal has done a great job in my view. He is the brand ambassador for India in a way through acquisitions acquiring steels mills and integrating into one brand. I’ll quickly round up the whole; a truly global brand or a company loses its country origin identity among all its stake holders. Customers don’t think that this is an Indian brand, employees don’t think that it is an Indian brand, suppliers don’t think that it is an Indian brand, and these are the five stakeholders and again my colleague Raj Sissodia  and I have a book coming out called “Firms of Endearment “ like terms of endearment.  I thought that ok we talked about the market share used to be the fighting ground we shifted from market share to the share of wallet as I started the practice called the relationship market as an academic and I said that is going to plateau and the CRM and IT guys have taken over the marketing. So the next thing that we have to think about is the share of heart and how do you win the share of heart, people become the key issue. And the share of heart is just no longer the customer so we actually have a whole theory built around the five stake holders, minimum of twelve models or seven stakeholders and for a company to survive it needs customers, employees and investors. The three things and at the same time the other four are, the community is the very key, suppliers are the very key, and then I have added the government and obviously the media as the public opinion. That’s what we are doing it around here. A brand or a company becomes a truly global brand or a company when the whole world embraces and takes ownership. It’s my brand; it’s not that country’s brand, without the country of origin biases, positive or negative. Of course rising nations always get the positive attribution and the plateauing nations or the nations that have remained traditional have a negative attitude. So how do you disassociate country of origin identity and each of the five stakeholders says that it is my brand and then you become truly global in brand. And it is happening, surprisingly not in the corporate brands or in product brands but in companies or events like the Olympics. It is a world brand. So what has Olympics done right. Internet is the world brand; there is no country of origin association. It was created by the Americans in the military. It was a problem….all of the scientists who got the enormous money, huge computer installations government paid excess capacity in California, and there was shortage of capacity in the University of Pennsylvania. how do you network it together. Actually the internet protocol, NSF net, as it was called…..the government said let it be in the private sector and the world has embraced it. People will forget where the internet began, that it is an American brand for example or an American company. And MTV is rising the same way and I wanted to give you an example that is different. MTV is embraced locally by every young population. It is no longer an American brand, it loses the identity, right! New technologies an products often become global faster than brands or companies….GSM or G3 or Dserve, interesting this thing. Television – world wide is the television and no one thinks that it was invented by Americans, it is an American brand. So at the product level it seems like globalization in the sense we talked about is much faster than at the brand level and why? That’s the whole point. Unless the brand is synonymous with the product like Xerox for example, or zipper,…. you remember zipper? That is a brand actually. Aspirin is a brand but became generic global which is interesting so I’m looking at that thing as to why the generics become global branded more so than the brand names by and large. This is an interesting topic that I did session on about three years ago. Why the heavy weights if India are so light weight globally? Mainly the reason is that we are highly domestically oriented companies. We look at the world market as a opportunistic export oriented. Lack of global mind set is the key thing and lack of scale…. this is my biggest worry that Indian companies are not having that big scale except in few industries. Now maybe the newcomers like Rreliance are thinking from a scale view point but we just don’t have the scale. If you compare, I sit on the board of Wipro for example. We have all crossed the two billion dollar revenue and we are having enormous euphoria in this country but if you compare this to the revenue of IBM or Accenture where you will have to compete on the global basis it is a tiny blip. There are at least hundred companies worldwide who are two billion dollars in IT alone, in IT enabled services for example. So we really don’t have the scale except in public sector enterprises. LIC is one of the largest insurance companies; BSNL is almost like number two or three which used to be number five about a year ago but with the cellular telephone has become the number two. ONGC, another public sector enterprise, is a major in oil for example. So scale comes surprisingly in India because of the license raj history more in the public sector companies except for the new private sector which is why I’ve been recommending to the large private sector corporations to forget about the diversifications, create a scale in a handful of industries and go global as fast as possible. We also so far had a lack of capital and that has changed enormously in last three four years. Lack of global strategy along with the mind set : those are the two key things and I think that the point that you made is the mind set is the main thing and that will make everything come. Ok we still have surprisingly strong government rules and regulations about the foreign matters. The way we handle domestic rules and regulations come in the way of going global and the next point is very key; I think that we are a very ethnocentric cultural. We want to export Indians world wide -that’s ethnocentric mind. Who said that the Indian managers are superior than the others? In fact in most globalization practices in other companies in other countries I have made a strong comment that always when we had to have a country manager in charge of a country was because of the political agenda. You know how to meet the ministers right, there is nothing about the culture here…. today that is not necessary in the marketing economy. So I have always recommended to put a Korean in charge of the Indian business. Put an Indian in charge of Germany, to put a German in charge of Brazil, most of them wont’ survive because…….all of them are trying very hard, P&G is surprisingly trying much harder rather than having Americans all over the world how do you create….? Actually I’m doing a major session in May where IBM is sponsoring 4C your sampano Nissan himself, we have a guy who is Victor Fung I think who is a very interesting guy out of Hong Kong, Mike Smith who is HSBC Asia guy and his boss is Steven Green and we are working together about HSBC as a company and how to globalize it, he is coming to the forum and one more person is a lady who is in-charge of the Avon products, it is interesting.  And talking about the rise of India and China, and how do you create a global talent as opposed to just an American talent and of course we have limited experience. And this is the key problem in branding. Problem is that there are three markets in general, you have the premium market or the value market or the price market. More often than not the emerging markets start with the price and even in IT services we are body shoppers, diamonds at the low end of the size and quality. So if you make breach at the lower end but if you stay there you never survive. You have to move up to the value and ultimately to the premium. This is how Japan conquered the automobile industry. We used to laugh at cars like Datsun, Toyota Corolla, Honda Civic etc…. they were all at the lower price level. Koreans are doing the same in the automobile industry especially in the America like Hyundai and Kiah for example, they all are starting at the lower end and then you improve your quality and your reputation enormously but keep the prices low to conquer the value market. So the Toyota began at the lower left and then moved up to the higher left and then attacks on the right. The premium brand Lexus is selling today better than the Cadillac which is the domestic premium brand and Ford of course as a continental brand and both are not doing as well as the Lexus is doing. And they are taking the Lexus globally again so that is the same thing so…India must aspire and must compete globally in the best value as well as the premium boxes. In fact in some industries and some product categories especially fashion, especially where creativity is involved I’m recommending that India should go from the price driven, low quality, low price kind of a market while you have the business, catch how the business is, make money out of that business but go into extreme premium. India can deliver in the premium most categories world wide from a branded view point and it is very possible. It is exciting that what is happening and I like it. In the process so what will it take to succeed globally? 

First of all you need to have a global mindset and I do believe that Greenfield will not be enough so we have to do global acquisition and integration. We have to buy brands, you have to buy companies, in the packaged goods company this will be a nightmare. Just like the MNCs have found when they came to India they would start a brand and there is a brand called Thums Up and what do you do with this Thums Up now? You still promote Coca Cola here, or do you somehow take Thums Up and make it into a global brand and interesting debates are going on in all the MNCs in the package industries. We must have a quality reputation. Nothing works eventually if you look at the history of Korea, Taiwan, Japan, Hong Kong etc they all moved up in the value chain by offering actually a superior product quality wise but at a lower price. Marketing is a no brainer, it is not a rocket science. If you offer superior product at a lower price than competitive prices in a customer friendly manner you will always have a market share in your favor and you will dominate forever and that’s all it takes. But can you make money by this and that is the whole point which is the back office problem again which I mentioned already earlier. Differentiation through design, I’m always a strong advocate that India has a tremendous capability in design. Marshall and I have been talking about this quite a lot and not just R&D. We are on the same page on a bunch of things. How can we move up in the R&D space more or much faster than what we have done so far and that is where the reputation of the nation comes positively. It is through innovation primarily but more and more I think design is a nice little possibility whether it is the design of the logo on the one hand but more, the design of the products. Hottest area today world wide today is design in the automotive sector or in the planning sector and would you believe in the consumer electronics like the I pod. This is all a design play, it is such an integration of the existing technology, and there is no innovation there, it is just design by and large. Nurture worldwide talent and leadership, I think in India if it is serious about globalizing itself it must actually embrace other cultures and talent to make them a part of the global architecture, not keep them separate. But how do you blend them properly? There is lot of good American talent by the way and one can leverage that and there is lot of east European talent there and we can leverage that also and that is what this is about. Global branding and positioning which is the key session around here…….Segmentation should be done on a global basis not on the country by country basis. And the last one is that nothing works in this business unless you have a strong back office which is a world wide supply chain. And the supply chain is very key in everything that we do so…I was asked to comment on the marketing side, marketing has been marginalized as I said unless it becomes a Corporate Staff function reporting directly to the CEO and it is breathing through all the product managers where marketing dollars are allocated……like finances is everywhere, human resources is everywhere and that is a very different architecture of marketing. I’ll probably have a book ready in about a year or so. So wait for that one because we have some very exciting work done there; develop competitive brand positioning I think that marketing can still offer targeted geographies where you should go as you cannot go global everywhere. Have to target specific geographies for specific segments and the market. You can do the research up front and suggest what is the market attractiveness and what are the practices that are there and what are the hot countries and what are the cold countries and all the stuff. 

Develop competitive brand positioning which means what is our positioning about our price? Those three segments that we talked about – price, value and prestige and which one we are going after. Prepare entry plan including market access. This was a very simple idea and I was with Amul butter people Mr. Vyas and I think that it was three years ago in my memory, and of course I admire that brand enormously, TATA Tea is in the same situation. I said that I would really like to see a day when I see Amul brand of butter and cheese and maybe milk eventually on every table of world and I said that it is very easy to do….. that your biggest cost of getting into the US markets would be the access. Have you thought of aligning with Wal-mart? Because I had done enormous amount of work with the P&G chairman at my University in terms of P&G Wal-mart alignment. Lot of the success of P&G is because of the Wal-mart presence in Canada, Wal-mart presence in UK, Wal-mart presence in Germany and they are knocking the doors of Hindustan level now. It is no longer Salisbury….Wal-mart is now a retailer at number three and will become now number two. And of course P&G’s enormous growth that you see in China is partly or strongly responsible for the growth of the Wal- mart. As the organized retailing comes here the same thing…I was amazed that in two months Amul was able to negotiate contract with a very large retailer for Wal-mart. So today Amul’s products will be distributed through Wal-mart system which does not cater to the Indian ethnic population only, by the way. We can see Mexican brands do the same thing….when they got into the mainstream distribution they became more global brands. Today in America we don’t consume ketchup as much which is really the condiment of the Americans more than the Europeans. It is all salsa; it is all Mediterranean, Hispanic and Mexican. We also do not consume potato chips anymore again but we have gone to tortilla chips. But those are all main stream brands not because of brand name but because of the market access. You are now into the main stream distribution where the world comes to shop not the ethnic population comes to shop and that’s the very key. And I think that along with brand name you have to have market access, other wise the brands fail quite often because it is not able to deliver through market access in the process.  So there are ways to manage and I have a very simple framework in one of my books I have and it is that if you are thinking about globalization you have to look at the customer needs from the market view point whether the needs, wants and desires are the same or similar at least, to different. And also whether the customer resources which is the time, money and of course expertise (are similar). Money we know quite a lot, this a whole economic theory, time is becoming the scarce resource, lots of opportunities and of course expertise will come and in five years we will talk about the expertise where the consumer can do it or whether we help them do it kind of a thing. So the answer is very simple, you can take your marketing plans in the country and extend it out ok if you are in the lower left box. If you are in the upper left box and your needs are different but the resources are the same you have to adjust your product and your promotion, not distribution and not in fact your price. Lower right is the price and the distribution and the upper right is all four of them. Managing the local suppliers is very key. Marketing is the most outsourced function. One day I just realized, I did an audit, it is not the IT that is more outsourced, not human resources but the marketing dollars that we spend and my estimates are running 80 to 85% of whole vendor management. We don’t do the distribution logistics ourselves; all the ad agencies do it for us. Problem is that when you have so much of outsourced function our core competency has to be vendor management which we don’t do in the market very well. If you talk to the CIO guy he knows exactly vendor management if he is outsourcing to Wipro – very interesting change there so…I want to stop here because of the time so marketing is the most out sourced function and how do we manage that thing. So I will stop it around here pretty much for any Q&A if you have. Any acquisition for the growth or transformation in marketing in other words are you acquiring companies for growth or are you going to transform yourself as a culture by and large. On the whole set of things I think that marketing can play a good role around here so here are the conclusions. 

· India is destined to become a major economic power in the 21st century despite itself. 

· The heavy weights of India are lightweights primarily because they lack global mindset, global strategy, global scale and global capital. 

· Global capital is now very much possible, scale now is possible and the first two are now very key issues.

· However India will aspire to compete globally, to be globally competitive Indian industry needs to invest in quality reputation, “made in India” is attractive to the consumers and they want to buy, if prices are low but the quality is fantastic. 

· Global branding, design and innovation, worldwide talent and global supply function.

· Marketing will play key role in identifying the right target market and the competitive positioning for the companies’ growth. That is what we do very well. If the strategy is inorganic growth which means acquisitions, marketing must integrate brands that are acquired and products as well as the outside suppliers, marketing services in those countries. 

Shall I stop here? Thank you very much. 

Any questions

Dharen
Dr. Sheth thank you for sharing with us an absolutely marvelous insightful keynote, I think we have had Dr. Sheth do what only he can take which is take marketing really upstream and look at it as much bigger than what it tends to become. Unfortunately we have over shot a little bit and we can’t be unfair to the other speakers who are already with us and so on. I would still try and do two or three questions. Any one of please do raise your hand and the mike will be reached to you. 

Participant 1

The question I have is actually both to Dharen and Professor. Is India really seeking globalization or globalization seeking India? Why I asked this question, I see China aggressively trying to create global brands and I see India being aggressively hunted by the global brands. So what’s really happening? 

Prof Sheth
I think that you are right absolutely; globalization is seeking India for its resources. As we mentioned, the Chinese have gone through that thing twenty years ago when the world was seeking China for manufacturing cheap labor, infrastructure or whatever it is. I think that China is rising itself to become global itself and I think that the same process is just about starting in India. So far the world was seeking India I think that the India will seek the world and as I told you the strategy is going to be for Indian corporates or the public sector enterprises will make the globalization faster but through acquisitions and mergers. I had a major session in Bangalore with this one and I sit on the board of the Sashoon chemicals- Drug company generics. We just bought a massive company in UK for our size primarily and I was with Dr. Anji Reddy, of Reddy’s labs as a keynote speaker, (it was yesterday or day before yesterday in Bangalore) and he just made two major acquisitions in the drug discovery area. Billion dollar company, from five hundred million to a billion and in fact he basically announced publicly that in two years he sees himself as a two and half billion dollar company and his goal is to become one of the top ten world discovery drug companies which is like unthinkable for us Indians because we were like generics you know low priced companies and I think that aspiration has come in, aspirations about our customers and today the CEOs of the companies are aspiring out of India to become global. Where as in China it was much more demanded by the government. So I think that process now is different but the destination would be the same. One more question. 

Participant 2

What I wanted to know is how important it is for India to stand as a brand globally and should all brands out of India follow that format or should every body be treated separately? 

Prof Sheth
Two parts to the answer, first is that brand India is deliberately created by the outsiders, McKinsey we talked about, Goldman Sachs, Tom Friedman they have become brand ambassadors for brand India. My worry is that can India deliver that as a nation, that’s the whole point, while people are having a positive hype or spin as we call it. I think that country brand doesn’t have to be directly related to product brand or a company brand just like we do it in a corporate…an umbrella brand for a corporation and you have product brand by the subsidiaries or the product categories same thing can happen. However the umbrella brand determines certain segments that you would not go. India has been identified like Switzerland has always been that we will be at the niche level only because it is small country then you only have most of the companies that play the niche game to have the synergy between the two, it is like a corporate brand and a product brand there has to be a synergy. On the other hand India is so large, with the domestic consumption and the international thing that we can do, I think it is going to be the mainstream brand. It is the place to source the brands or buy things that are made in that country but as I said ultimately the two diverge. One is consumer buy brands that they don’t think buying a German car or they are buying a Japanese car. You know people who buy a Toyota they think that they are buying an American car interestingly. Fascinating right! So ultimately it gets disassociated. It gives you an advantage as a country as a brand over a stone uphill battle. I remember a painful journey, 1968 I came here for the first time to teach at IIM Calcutta for six months and we had a massive project on machine tool industry export, HMT, Mr. Patel was the CEO at that time was very interesting, Kirloskar etc and I traveled to about 14 to 16 countries mostly western Europe and I found out that as soon as I go these are the only three industries- machine tools, aerospace industry, mechanical- you know fork lift mechanical handling and automotive and these guys laugh at you, India making machine tools, you must be joking! It is a country of snake charmers and cows roaming. Interesting! Singapore I worked, in the eighties I started, in the very beginning it was very Anti India. It is very interesting, Indians are ethnic people who don’t have the right manners and today we are now legitimized by Singapore interestingly. Lee Kuan makes a public statement how important India is as a country. There you see that’s the problem as the country has a negative image you have an uphill battle and you have to counter balance. So our recommendation for the machine tool industry was exactly that how do you counter balance the negative image of India that we are very  good in heavy engineering. People have never realized because that was never talked about in media or press, today all of those positive things are coming. We still have the poverty out there, we still have the diseases but we talk about the diverse things everywhere you know and I think that the image shaping helps us quite a lot if it is done right. Now last question yes.

Participant 3

Good morning to you all and my question is that is it possible for a company or a brand to be global without attaining a leadership or acceptance in the domestic market or the market where the company has their market as the origin? 

Prof Sheth
Absolutely. There is no need for the brand to start in India and then globalize which is the ethnocentric approach that we have talked about- export oriented. You can create a brand new brand in a foreign country and start there, it is very possible and in fact Mahindra and Mahindra is almost doing it in United States, in the lower end of the tractor in terms of the horse power. They are creating a brand over there not necessarily linking it here. In fact I would recommend that, my recommendation is that if you are serious. Which is why the acquisition strategy is very key, there may be a brand out there which has a huge potential from a globalization view point. The brand maybe regional and local. Let me add couple of statistics here, if you say anything names like the General Foods, General Motors, General Electric, General Dynamics, and General Mills etc this is nothing but the aggregators of brands. After the Great Depression, General Foods, I have worked there a lot in early days, took a regional brand and made it into a national brand. Whether it is Sanka coffee or the Maxwell House in the coffee division for example it is the same strategy. You take a brand in the small geography preferably in a small country but an excellent brand, and our job is through management talent and market access and capital we make it into a global brand. It does not have to be a brand starting in India or it can be both. Ok that’s it. Any more question? 

Thank you very much again. 

[Applause]

Dharen

Than you very much again, Dr. Sheth. We have two speakers for the next session and one of them will be here in couple of minutes and that is Deepak Ghaisas. And the other gentleman Mr. Ravikanth is here and I request Ravi to join us here. Our idea in doing this session is to take you straight from hearing a leading academic like Dr. Sheth to now listening to what some of our practitioners have to say from the frontlines.  And I’m reminded of working for a very large Indian company, a very large, very successful, highly reputed large Indian company that decided to set up an office in Singapore because they had acquired a company in Singapore and the guy who went to head that whole set-up said to me in a phone conversation, he said that my biggest challenge is nobody wants to work for an Indian company in Singapore. They have all kinds of worries, anxieties, whether it will be professional or whether they will be treated properly etc. Now it is interesting that the kinds of challenges that are faced by the Indian brands at the frontlines that they come from the unexpected quarters. And yet in the two examples that we have here I-flex and Titan, we have examples of brands which are beginning to really move very rapidly in that whole space. Titan as I think that every single person sitting in this room will agree is a brand that that we as Indians are extremely proud of because it is a beautiful brand. It is a great brand created out of India. We are very lucky to have Ravi who has the experiences in selling Titan in the developed market. Today Titan has a significant international presence and the company is now present in thirty markets world wide and it has approximately two thousand five hundred dealers in the world ranging from ten in small markets like Brunei to three hundred outlets in large one like Spain. What we have requested Ravi to do is share with us the learnings from the initial European foray from which they had learnt a lot of hard lessons. And where the country of origin, which is the topic that we were discussing, turned out to be a significant barrier in creating a consumer franchise for Titan; Titan had to go back to the drawing board and craft a new strategy for entering the developed markets which took all the learning into account. Basically we now have a bunch of speakers who are going to discuss what it is to be in the trenches. Ladies and gentlemen let me introduce to you Mr. Ravikanth who joined Titan 1988 as a senior manager director marketing and later moved on to marketing projects, heading functions and retailing and exports. Between 1995 and 2005 ten years Ravi headed the company’s international operations in the Middle East and Africa as the Manager Director of the associate company of Titan International. He currently heads the International Business Division of Titan Industries where he is accountable for the performances of both the businesses of watches and jewelry in over thirty countries. Prior to joining Titan he was in HCL between 1992 and1998, and during this time he worked in multiple functions in multiple locations.  Ladies and gentlemen Mr. Ravikanth. 

Ravikanth (Titan Industries)

Thanks Dharen, good morning friends, and welcome aboard this globalization ship on a two day cruise which I’m sure you will find very stimulating. I’m going to be, as Dharen said, talking about Titan overseas which is all about a challenge of taking an Indian brand global. When you talk about taking an Indian brand global it has to do with the image of India and if you look at the image of India in the context of image of Asia I think that the both the Asian and the Indian image is changing that is the good news. The fact remains, as Dharen mentioned earlier, we are talking about the subject is it too late? Yes actually it is very late but we haven’t yet missed the bus. So better late than never. If you look at the challenge of taking an Indian brand global, as I said it’s all about what India stands for in the overseas markets and in the minds of the consumers in the overseas markets. India stands for brain power and software but can you think of any brand which belongs to the consumer products category or the high technology sector, high precision sector, which people think has made a mark in the overseas market. That fact is no. China we were talking about earlier has already taken this route long time back, but few years back China used to be a supplier of low quality and low priced products. China is moving up the value chain and creating a lot of brands. Certainly China has an edge over us but as I said we are never too late. So let me move on, as I was saying Asian companies were known earlier as back end work horses producing low quality products at a low price and now their images are changing. Most of the companies are realizing the benefits of going global and creating a brand overseas. If you look at India and China and look at the statements here, India is really the back end work horse while China was the low cost, low quality producer in the world. If you look at the future, China currently as they said has already realized the benefits of brand building. India is slowly catching up. If you look at the Indian market, take a look at the consumer electronics industry what happened to the leaders of yesterday? Who are the leaders of today – Samsung, LG etc.  Where have the leaders of yesterday gone? If you look at the automobile industry the whole landscape has changed and all the world brands are here. So we all know about what is happening in the Indian markets and the brands, which were set in our minds few years back and are not here now.  But let me give an example from China, if you look at the car industry in China in the year 2000 Volkswagen had a market share of 60%, the market grew four fold in four years and Volkswagen dropped to 20% in 2004 and last year it had only 17% of the market share. What happened in the last three four years is that apart from many other brands, there is Hyundai that came in and set up a plant three years ago, today it sells three hundred thousand cars in that market and has 13% market share. It is planning a second plant and few weeks back I had an opportunity of spending time at the Hyundai plant in Beijing and it is an amazing plant. You should see it.  We were talking about low quality products being made in China and what is Hyundai planning to do, it is planning to set up an R&D center in China, they are planning to set up…they are planning to design and create a car in China that will be sold in 2010 all over the world. So that is what China is all about and it is moving up the value chain. As you can read it here Hyundai rolls out a car every fifty five seconds, that is the kind of thing that is happening and I saw that happen in front of my eyes. So what does this mean to us? The whole world is looking at the one billion population in India and China and coming to our home turf and we are now talking about on the one hand protecting our home turf because as I said like leaders of yesterday we cannot take things for granted but we also have to look at the overseas markets to ensure and de-risk our businesses and see that we get access to the markets. We improve quality by setting up new bench marks, India as you already know is a much protected country and the competition has not been as intense in the over seas markets. By operating in an extremely challenging environment we will be forced to drive down our costs and one of the most important things is developing a talent pool capable of operating in a challenging environment. And in the future look at accessing global capital. So let me move on to the Titan story. It has been a quite an exciting journey, we faced rough weather in some parts of the world but in other parts of the world there was success and glory. The journey started in 1991 and there were two models that we used. First is what I call the “Honor and Glory” model which we used in Europe and other is the “Building Clock” model which we used in places like Asia pacific, Middle East and Africa. (Picture 1 on Slide) Basically this is the Opera Square in Paris, we had a prominent Titan neon when we launched in Europe starting from there and we took great pride in the fact that there were lots of people who traveled to Paris and came back and said that I saw the Titan neon there.  You guys are doing a great job. (Picture 2 on Slide) This is our retail presence and is very impactful in Spain. Our Titan positioning when we launched in Europe was best of the world has come together to create this brand. We tried to overcome this county origin thing by saying that we have German machinery in our plant, we use Swiss designers, and Indian laborers, and so it is the best kind of combination of putting together a product and brand. And try to get over it by creating a campaign which is very striking. We used personalities of mixed parentage, Italian father and Indian mother kind of thing. And said that Titan, the New World Watch. We didn’t believe in any compromise in this Honor and Glory model. We hired the best of designers, who had worked for Removyle and Ebel. We created an exclusive product which we realized later turned out to be too niche and ahead of time. We also set up a new plant as an extension of our existing plant which is catering to the domestic market to basically manufacture intricate bracelets, ornate cases and that kind of thing. There was no compromise on the brand building expenses and our positioning was premium. We challenged the Swiss much above the Japanese and in the market the brand was positioned at a very premium level. We faced or experienced lots of initial success and got the Swiss worried. In fact some of you might have read during those years that the Swiss were preventing us from participating in the Basel fair which is the most premium watch and jewelry annual fair that happens in Switzerland. They, the Swiss brands, were talking to a lot of distributors for the European markets to give up Titan if they wanted to retain their brands because we had some common distributors and we had thought we had arrive. Realization dawned slowly through a very difficult market, bumpy road. We are talking about the image of the country of the origin not being so relevant to the brand today but those were the years, and especially in the watch industry and the watch business, country origin still played a very key role. The watches have to be either Swiss or if you have to compromise it had to be Japanese in the developed markets and European countries. So the country of origin proved to be a strong deterrent moving forward in terms of acquiring retail acceptance and consumer acceptance. So what really went wrong in addition to this country of origin issue that we faced in Europe? Styling obsolescence- as we said we designed and created exclusive products in a new plant, hired the best of designers and we had the best of consultants and created nice ornate cases which were probably ahead of time but the styling was changing very fast. Fashion labels were coming like the CK Fossil with cleaner looks and we realized that the consumer preferences were changing so the styling obsolescence which is there in our industry not as much as the mobile industry of course. Distributors and retailers are a different profile in the European markets. They are not like the Asian counterparts, and they like to see immediate returns. Distributors want to be partners in progress with you when you talk about them in Asia. We did make a couple of mistakes in the distributors we selected, the advertising that I showed you won us lot of awards, did not get us enough consumers. It also showed us that the speed to the market was slower than what it should have been. So that was the Europe story that was built on the Honor and Glory model, we said we will do everything the best, we spent about ten million dollars in advertising in two and half years, that’s a lot of money in Europe. 
Let me move on to the other model that we were parallely used starting in 1992-93 in Middle East and Asia pacific. The Building Block model is all about doing it step by step. In the year one we said let us concentrate on distribution, let us concentrate on understanding the retailer, concentrate on garnering some shelf space, concentrate on the response of the product on the consumer, understanding what the consumers are responding, in what way, to the product and the brand. And then from there move on to the outdoor presence, striking outdoor presence and then move on to brand building so to say, see brand building – we always talk in the context of mass media advertising. Brand building is not just about mass media advertising or how creative your campaign looks or how much money you spend on brand building. Brand building starts from the moment you come in contact with the retailer because you are the face of the company. It starts from what the dealer board looks like outside a store, brand building is about where your brand is positioned at that store, is it in the front in the premium counter or right at the back of the store. When you enter a lot of markets…you know in India we used to be kings, we used to tell the dealer jump and he would ask how high. But if you go to these markets and try and sell in these markets the retailer would take ten watches from you and keep it right at the back of the store where the consumer would never see and then it would take years and years to move forward, so that is the Building Block model concept that I’m talking. This is a shopping shop in Dubai, (pictures shown on slide). Let me quickly take you through some of our places, this is our roof top sign. This is to show you that in our Building Block model we concentrated on store presence, we concentrated on the outdoor visibility in each of these markets when we enter. Store presence in Singapore and this is a part of department store, again a store presence in the department store in Bangkok, department stores incidentally are turning out to be …we call them power retailers. Consumer buying in the high street is shifting even in India to malls and department stores and today they contribute 30% of our business world wide excluding India. As part of the exercise of brand building through this step by step approach that I’m talking about, it’s also about involving the consumer with your brand. So we do a lot of road shows and we do a lot of activity around the consumers and get them involved with the brand. These are some of the things that we did in Oman. Again the presence in Kazakhstan department store. So where are we today? We are in 31 countries and over 2000 stores, in Europe we are going slowly and containing our losses now. We have taken on the task of becoming one of the leading brands in the Asian markets, which is the Middle East and Africa on one side and the Asia pacific on the other. Very briefly let me cover our watches business then I will cover the jewelry business. 

What have we achieved? Let me take the example of the Middle East, how many brands can you think of in watches that we have seen ads of in India, we will probably able to count seven or eight or maybe ten brands. Take a look at this market, there are over three hundred brands in the market, 214 brands were advertised over last year. So that is the kind of competition that we are talking about. If you get 3% to 4% to 5% of market share then you have made it in life. In India we are used to talking about 50% to 60 % of market share in our business. So that’s the complexity of the market. Titan is one of the leading brands in the mid market segment in most of the Asian countries. Titan is number one in Oman and Bahrain, the number two brand in Qatar, and is among the top five brands in all other Middle East countries, including countries like Bangladesh and Sri Lanka. How did we achieve this? It’s all about developing your product strategy around the deep understanding of the consumer, these are the things that we hear about but specifically in our case, and like he said earlier we too started of being an export oriented company. We said that these are the products in India and these are the models that we sell in India and let’s pick up a few from here and sell in these markets. We soon realized that was not good enough although for India those designs were at the cutting edge and as international as you can get so we moved on to creating products exclusively for that market and that is how this came about the building clock exercise, to understanding the consumer in the first year and then moving on to creating products for that market. The other most important thing for the overseas market if you have to survive, is to identifying the right partner if you are not operating there your self. Typically the way most of the brands operate is that they appoint a distributor for a country, so the distributor is your face, the sales force and some of the marketing people are on the payroll of the distributor so if you made a wrong selection there you don’t stand chance at all. So we concentrated a lot on identifying the right partner and building a strong relationship including a retailer. Watch buying in over seas markets is very impulsive and the retailer places a key role in converting the decision from one brand to another brand, unlike in India where watch buying is a very considered decision and this is changing here and it is an urban phenomena. But in most cases when you set out to buy a watch in India you have a brand in mind and you don’t just walk across the mall, see a watch in the window and just pick it up. There it is very impulsive and there the retailer plays a key role. It feels good to share this award, award in the sense that a study which was done by a British research agency for Business Today Oman, I don’t know if you can read it here but it says Titan was ranked number three watch brand among the top life styles brands in Oman. As I told you earlier we are a number one brand and we are right after Rado and Rolex. There was a survey done amongst the senior executives in Oman who are Indians and lot of other Omanis. So what went right and going forward I would just like to share two brand building mantras, when you operate in an extremely competitive environment I think it is all about differentiation, it is all about focus and creating impact in which ever market you are presented. Differentiation in product – let me share a story with you. I was talking about our Middle East experience. Middle East few years back was primarily a very gold looking market, gold in the sense that the watches had to be gold plated. We saw the trend in Europe where people were moving to steel and the white look and we were the first ones who took the bold step to launch, to create a collection, this was about six years ago, to create a collection which was steel collection and change the face of the market despite 200 other brands being there in the market. This is the collection that you see here we called it B-steel collection, the whole campaign was about be bold, be adventurous and therefore B-steel. And subsequently this collection was launched in India and we called the New World Watch campaign. So differentiation in the product; differentiation in the retail presence. In the mid size segments in the overseas market there are no exclusive showrooms. You will see only showrooms of Rolex, Cartier, Bulgari etc you will not see a Seiko or a Citizen showroom. Again we have taken the steps for creating retail presence in exclusive showrooms and shop in shop which has worked tremendously in our favor and these showrooms are very different from the showrooms that are there in India. And taking into account what the other showrooms look like in those markets. Differentiation in communications, communication is not just about as I said earlier, advertising and how creative it looks. Innovative ways of communication in you initial years when you don’t have the money to spend on mass media. The bus you see here is a bus in Singapore we were the first ones to take on advertising on the buses and today we have brands like Rado advertising on a bus in Singapore. The clock that you see in the right is from Malay and this again is a high traffic crossing so lots of people see you. It is a clock that we created specially for that market. Quickly moving on to the jewelry business, it is the same story here. Jewelry business for us is a new one and it is only four to five years old. We launched Tanishq just four five years ago. We are present in six countries and in sixty stores. And here too we have taken on the task of creating excusive mini boutiques or shops in shop in shops. Let me tell you about how we launched jewelry in the Middle East. As you know that anyone who goes to Dubai has to buy gold because it is the cheapest in the world. It is always on the shopping list and the making charges are the lowest. So when we were entering the Middle East and Dubai market with Tanishq, people said that you are planning to charge a premium on this you are out of your mind.  We said that we agree that it is the lowest priced market in the world and people negotiate till death but we will create an aura around the brand, create a brand and charge a premium otherwise we can’t spend that much on the brand and we went ahead with that and Tanishq is one of the …there is no statistics available in the Middle East on the jewelry market on the brand  but we know that we are among the leading brands in the plain gold segment till now which I think is quite an achievement. Our growth in the last year in retail sales in this segment is 45% and similarly we created a differentiation in the product, we created differentiation in the communication, our product that we sell has nothing to do with the product that we sell in India, in fact there are lots of people who go to overseas market and say that what they see there is very different. 100% of the products that we sell in these markets are created exclusively for those markets. The focus is what I call a 3C focus – identify the country that you want to make an impact in, figure out the customers that you want to target, identify the competition that you want to grab your share from. We have a fairly indepth complex model for this but I would like to share briefly with you here is how we identify a market before entry and how do we evaluate? We have a fairly complex model of identifying the market attractiveness and what we do is we map that with our ability to enter. To give you an example, US, it is a large market and it is a very attractive market. We look at the market size and say oh boy! Fifteen billion dollars and therefore let me enter that market. But what’s your ability to enter that market? You have to create an impact to enter that market; China again is a very big market. So what we do is we say that this is the market and this is the industry statistics in the market and how attractive it is and give a score to that country and then we see what our ability to enter that country is, which has to do with product relevance, how relevant are your designs for that market, what is the likely response to the country of origin in that market and those kinds of things. So that is how the countries are scored and ranked so that is how we move forward. So it is all about developing the right country strategy, developing the right communication package. It is not just using one campaign and using it worldwide. We do have core communication idea but what we intend to do is to adapt it to each country or adapt it to the customers that we want to get and then create our campaign for that market. Finally friends I think to build a global brand you must have the passion and the most successful global brands owe their success to the vision and the global passion that the founders and the leaders had. I firmly believe that if you don’t shock the future the future will shock you. The story about leaders of yesterday. Thanks friends I think it is our collective responsibility to build brand India overseas and the only way to do it is by building our brand overseas. Thanks!

Dharen

Thank you very much Ravi for a very…how shall I put it a very sound examination of that entire journey. The whole foray of Titan into  Europe was something that was quite a blow in many ways to India’s marketing pride and I loved the way you distinguished between the Honor and Glory model and the Building Blocks model and its great that in the end the conclusions seems to be that we need a road map and by which you do good marketing like you would do anywhere else in the world. That was very helpful as a session and it is now my pleasure to introduce Deepak Ghaisas who is with us and who happens to be a dear old personal friend.  Deepak and I went to college together and I want to tell you about Deepak that even at the age of seventeen, he was a fierce nationalist. And I was reassured when I walked into his office few months ago and saw the tricolor right behind his head. Why is I-flex so special? I think that what we have in I-flex is an example of very acute understanding of a particular segment of financial services, and an ability to actually build a brand on the basis of product leadership which is rare for the Indian firms.  If you look at the IT space it is all about the service and customer intimacy, solution etc and it has been said that when you don’t have a lot of money then what you do is to go out and build a relationship. Yeah so the customer intimacy is the root for brands and companies that don’t have the resources. But to have out of India a brand space like this one which is based on product leadership is truly remarkable. We have in I-flex a unique global IT company from India which is being built around a banking solutions product, the Flex Cube, for four years in a row it has been declared as the world’s number one banking software product. More than 250 financial institutions across hundred countries are using Flex Cube as their technology platform. 6000 plus workforce and offices in many countries, I-flex has seven development centers in India and one each in Singapore and New York with a market capitalization of one billion US. We are very proud to have with us ladies and gentlemen Mr. Deepak Ghaisas, to tell us about I-flex. 

Deepak Ghaisas

Good morning and thanks Dharen. We started looking at Indian IT industry and one of the things that many people ask is this question what is so special about Indian IT industry and what it brings to the table? And why it is so? In a lighter way I give the credit of success of Indian IT to three people. One is the unknown Indian scientist who invented zero because the entire computer industry is based on the binary, and therefore if India invented zero then half of software royalties should come to India. Second is Columbus because he invented the market for us. And even today 82% of exports from the IT industry are from India to US. And the third one is the British, who ruled this country for 150 years and taught us English, because that is one of the unique points of strength for IT industry. I think that the Chinese must wonder why the British never reached there because today they are trying to learn English to compete with us in IT. In the last three decades while we were sort of getting into the IT space and trying to become the super power we continue to have one USP of cost. The model that Mr. Fakirchand started probably three decades back probably when we were in school and after that whatever company started used the same model. That reminds me of Hindi movies, whatever Hindi movie you see you have one boy two girls or two boys and one girl and nowadays two girls also. But the IT model remains the same and when we started in 1993 three of us came together not because we were smarter but probably because it was a second innings for us, we said we must do something different. If you want to do something different let’s looks at what so far no one has done. I always thought that the Indian IT industry exports raw material and imports finished goods. But which probably all of us thought was the wrong thing to do or not so good thing to do when the British were ruling us. Probably initial period that was right so two decades we spent and we never created an Oracle and Microsoft in India but we always exported people outside. We created kind of models off shoring, turn key jobs and so on and so forth. But at the end of the day it was the same model and typical. Arbitrage on the labor cost. In I-flex what we did in 1993, few came together and got a share capital of a million dollars that is four crores at that time. Out of that, four hundred thousand dollars were given by Citibank and why four hundred thousand because that was the law at that time and to be fair …it was forty six ….and rest of the sixty percent we literally collected from friends. And people in Citibank. And Dharen just to correct your point on market cap between 1993 to 2006 today that one million dollar capital became 2.3 billion dollars market cap. In august 2005 Citi exited because they were venture capital investors and they stayed in this investment for the last almost twelve years. They put in four hundred thousand dollars and they got six hundred million dollars back and when Oracle was trying to look around their strategy in the financial sector the company that they found was I-flex in the world and they paid six hundred million dollars in august ’05 and today that investment almost doubled. 

That is the power of the brand that we created as a product company and hopefully will continue to grow the same way. For the last four years we are number one in the world and there is a publication in UK which does this ranking and nobody ever has done this in our industry from India. We are there in 117 countries with 500 financial institutions using I-flex Solutions, we work in Jamaica, we work in Japan, we work in Iceland and we work in South Africa. So I can say very proudly that I-flexCube is a brand, an umbrella brand and we run almost fourteen products under it and now we have got another brand called Reveleus. FlexCube is used on the transactional process while the Reveleus is used on something on business intelligence. Then we have got couple of brands acquired in US and France but what I say very proudly about the I-flex as an Indian, that here is a brand where sun never sets on it. It is in any given hour between Japan and Jamaica some or the other bank is doing the end of the transactions or processing that every bank goes through on FlexCube and some bank is doing the beginning of the day on FlexCube. Of course that imposes lots of responsibilities on us because truly we have to run 24 by 7 support centers. Today we have 22 support centers; we have got 60 distributors in 117 countries. And our sales are spread over twenty five percent each in US, Europe, in Far East, Middle East and Africa. But the way in which we started we said that we will not just build a corporate brand because the corporate brand is very easy to build and to go to capital markets get your market cap up and the brand gets created is a corporate brand. We need to create a product brand and if we want to create a product brand then entire mindset that we have to change that we have built over three decades  is made by Indian is made popular in three decades. ‘Made in India’ was not made popular and that was the task that we took on hand. Nobody thought that something like banking solution will come as a product…

Deepak Ghaisas( I-Flex)

Get paid thirty dollars. The cardiologist told him that try to change the engine while the car is on and then you will know the difference. He shut down the car and changed it. When we change the core banking solution we have to keep the engine running you can’t close down the bank, bank keeps on running and we change the solution of the core banking product and the bank keeps on running for example just to show that…in India when the times bank was acquired by the HDFC bank none of the customers realized that the bank has changed the solution behind and that’s the running engine that we have to change. So the responsibility is more and your quality and your trustworthiness which is required is more we call it a mission critical solution because if the bank does not do the end of day at a particular point or a particular day it will not be able to open the branch next day morning and that if you want to run in 117 countries across it becomes a big task. While creating that brand when we talk about the flex cube and we arrived at the brand name in 1996-97, before that we used to run multiple brands called micro banker and fill ware and money maker and so on. One thing we realized that for company of our size having multiple brands and protecting them across the world is going to be difficult and costly affair. So t create that bran equity we created an umbrella brand and we had lots of presentation from people like Dharain that what brand name we should adopt and ultimately we arrive at flex cube. And flex cube stands for flexible comprehensive universal banking environment. That is what the cube stands for. And at that time we were known as Citicorp information technologies so we had brand equity of Citi corp. base behind us and so we changed the name first and our product name got a umbrella brand, got that umbrella as second rank in the world in 1998-99 and 2000 three years and changed the company name to I-flex from Citi in 2001. 2002 we did our IPO at a valuation of thirty million dollars and today we are at 2.3 billion dollars. That is the story which is with the brand. Few things that I would like to share with you, one of the things that we always talked about is that we vertically focused and when I say vertically focused we take that as a major challenge because during 1998 – 2000 there was an immense pressure on the business model to get y2k business and grow 100% like all other companies were doing. Fortunately we were not listed at that time and therefore we adopted a policy that we wanted and continued our focus on vertical which is the financial sector within towards the banking, insurance and capital markets.  Continued to build the domain knowledge, quantity that required by the world. We involved all stakeholders in it and our partners; we took help of our partners like IBM, like Oracle, like Microsoft, took advantage of their brand as an associate and we built this as our brand. We sharply identify our competition but the way in which in we competed with the people and brands like teminos I don’t know how many of you have heard of these brands as they are very specialized in banking sector, Sanchez and teminos and mysis who were probably born before we were born an they were doing business for last plenty decades in their mass markets. So we said that we are not going to go and compete with them at this point of time because our pockets won’t allow us. So where did we go? We went to Nigeria, we went to Ghana, and we went to twenty African countries at least those who were speaking English, we went to Philippines, we went to Thailand, we went to Malaysia and Indonesia to build our base and then enter Europe and then went to US. These are all English speaking and then we went o Spain as it is the second most spoken language, went to Latin America, went to Japan, probably will to china as well, went to Russia of course but while doing this the approach to the competition was not I call it as a foot ball game. One of my experiences in selling in Far East is that most of the deals happen on the golf course and I always wondered as to why they happen on the golf course? So I was talking to one of the people in Malaysia that what is so important about the golf? And he gave a very valid explanation, he said this is the only game where you do not play to beat the other guy, you try to excel your self. And this is the only game where you win when you get the maximum negative marks. Take foot ball or tennis or any other game you are trying to hit the ball to beat someone, beat the competition, in golf you try to excel your self and you are not trying to beat the competition. And that is why you can actually do a business deal on the golf course. I think that building the brand is like golf and not playing foot ball. You should not be competing like footballer but competing like a golf ball.  So that’s why in most of the golf course you see the people chatting with each other and doing business and playing their game and winning. So I think that all of us should be golfers if we want to build our own brands, keep the higher bench marks, fortunately IT industry has been more outside India then with in India and from the Indian point of view of course this is very unfortunate. Now we are trying to expand the market in India. Always keep higher bench marks to achieve and come to the brand momentum which is mass into speed into direction so to create that entire 117 countries mass the momentum between 1997 to now we have got more then five hundred customers and the direction was very clear the financial sector and don’t dilute or diverse from where you are. Brand also guarantees independence especially when 40% is held by the Citi bank initially and now 50% is being held by Oracle. The kind of brand equity that we would have created I think would guarantee us independence because that brand it self carries lot of value. If company like oracle with twelve to thirteen to billion dollars revenue wants to have a strategy in financial sector thinks that I-flex as the best company and that is a great acknowledgement for us as management team to create that brand equity value. But time definitely weakens a brand and if time weakens a brand then we need to continuously invest not necessarily in the advertisements and the campaigns but to create that brand equity thru quality, thru customer references, thru faith in your own brand, passion of the people who you work with and the stakeholders passion and of all the things every brand holder to the owner of the brand should have a region. We talk about the road map on the brand but I would say we should have a region on the brand and when you talk about the I-flexes region on the brand I always give example of Intel. That Intel in every PC that you see anywhere in the world you see a small sticker that says Intel inside. Our region on the brand is plus cube. Every bank every branch on the world should have on their board should have plus cube inside and that’s our region. Thank you very much. 

[Applause]

Dharen

Who have spent a lot of time in the trenches, slightly different businesses? Some of the lessons that they have are different from each other and yet some are common, I think that they both have spoken about focus, they both have spoken about vision and they both have spoken about a road map. Deepak has further gone on to add an element of benchmarks –excellence for itself. We have time for couple of questions and I’ sure that you all are thirsty for a cup of tea or coffee as well by now but couple of questions any body please raise your hands and we will reach the mike to you…..no questions. Ah a gentle man there 

Audience

Hi! Good morning. My question is to Mr. Ravikanth, the kind of products you are in it is very easy to get cheap imitations and duplicates available in the market especially in a place called Ulhasnagar, which is for the domestic market. So did you face any such challenges in the overseas market especially with the third world countries like Africa’s’ or the developing countries like Middle East.

Ravikant

We are honored to have found the duplicates in the overseas market because as you know that it is the best form of flattery. We did experience this in Dubai three to four years ago the Titan brand coming in from china selling at one fourth our prices but the law there is pretty straight and stiff so we were able to conduct police raids on all those stores that were selling these watches and in fact people were put behind bars for some three four days, the owners of those shops there and yes we did that. We have faced that also in Africa unfortunately you can’t take much action there but the big thing was here that we were able to control. This keeps coming up and it has recently come up in Bangladesh and Sri Lanka and we have been taking there also. This keeps coming up and china is known for this as you know. 

Ok gentle man there. ( Dharen)

Audience

My question to Mr. Ravikanth is that you said while mapping for the country to tread on you use the country attractiveness and your ability index, apart from that is there a subjective evaluation for the country that you have come for in the sense that does it make sense for Indian companies to tread in countries like south east Asia and middle east first and then go to the big demons called the Europe and the US. The question can be answered by any three of you sitting over there because it is a lesson for the people who are trying to go global but don’t know which path to take? 

Dharen: Absolutely. Let me start off by saying what I feel about this and then I will request both Ravi and Deepak to talk about this. You know there is a great case of Japans Company called komatsu and the road map that they followed in challenging the caterpillar and I think that firstly my personal view we tend to ignore Asia as the first step.  Secondly we tend not to learn as much from rest of Asia as we should be learning. If you look at komatsu, the whole road map, the beauty of it was that it started of saying that I must first protect my bulldozers in Japan and if I don’t lock caterpillar out of Japan I don’t have a hope of doing anything else. The next step that they took they said that we can’t go to the west immediately, we can’t go to Australia, and there are Indian brands and you will hear jalaj dhani talking this afternoon about the Asian paints brand in  Australia and what a big problem was that. if the Titan was a issue in Europe then this was a issue pain in Australia and it was a very serious issue. But the essential learning from komatsu was that they went first to china, to the eastern bloc and they gained a lot of strength from there. They co-opted the competitors of their rivals, picked up a lot of technology and then very systematically built a dealer network before they were able to get into the more advanced western markets. So that there needs to be a road map which identifies the milestones which is not foolhardy but which says that strength is gained day by day, week by week, year on year and if I have a vision and if I have that resolve I will get there but it should be slowly systematically and most definitely. 

Mr. Deepak: I think in our case what we truly did as I said that we went first to the emerging markets. Our strength was English but we didn’t have deep pockets to penetrate Europe markets or US markets as such especially the mission critical kind of software that I talked about. So went to twenty two or twenty three African countries and South Africa was banned at that time but we entered South Africa subsequently as well. At South Africa we entered when there was a crisis in Thailand and Malaysia and Indonesia when the economic crisis was happening and all of a sudden we found that thirty to forty of our customers had vanished one fine morning so we went to South Africa then. Even in Europe, the vein in which we entered Europe was literally went around the borders of Europe, we went to Malta, we went to turkey, then to Iceland and then we came to Netherlands for selling the product and Netherlands was a better country because they speak English well and the difference between Netherlands and France is that if you try to speak Dutch and the guy immediately realizes that you are not Dutch he starts speaking in English to you. in France it never happens that way so you choose the country where the communication is better, where the presentations can be heard and understood well and in Japan we had a very difference experience altogether but Japan market potential is too high. US is a different market, it is not one homogenous market; it is a multiple markets where banking is concerned. There are …the banks that we know who are sitting here like the Citi or Chase or American express are not the banks that really that are there. There are the 11,000 community banks, 8000 credit unions that work in different parts of the united states and one of the things that I can tell you is that if you is that when we took an international product like plus cube to United states, the first screen that you saw was the multi currency screen and the American community banker does not understand what mutlti9 currency screen means. The multi currency he understands is cents and dollars. So you need to down tone you software to suit the American requirements. If your product suits there then you can take it there but never…was I so aware to the cap so I won’t like to spend more money in the European market and wait for the success to come. I will first go build my balance sheet well both in terms of product quality and in financials to enter into bigger markets. 

Mr. Ravi: if you are starting your globalization journey and your brand has a reasonable amount of equity in India then it certainly makes sense to start off with the so called India friendly countries which have large pockets of NRI population. The country evaluation model that I spoke to you about was in fact just one line summary and it is a fairly intense model and in that one of the factors that we under country is attractiveness apart from the GDP growth, population etc. is the size of the NRI population in that country and that has a weight age and therefore the country is core then it gets evaluated on that front. To give you an example for instance we are… I spoke to you about the resistance to country of origin in the context of watches actually in the context of jewelry it works in our favor. Indian jewelry is appreciated outside India and taking that into account and taking the size of the US market into account, the size of the NRI population there in fact we are working on plans to launch tanishq in US this year so it is a very important factor. 

I’m so sorry we need to stop the session here so that we can all have a quick break for a cup of ea and come back and then get on with the rest of the program. Thank you! 

[Here a break was taken for tea and they have all left the hall]

Dharen

Ladies and gentle men hope you have refreshed your selves with a nice cup of tea or coffee. This next session that we have planned for you is about lessons from other countries and brands and unfortunately we have lost one more speaker but I want to reassure all of you that we are quite sure that this will be the last cancellation we had, Mr. Deepak advani of Lenovo was not able to make it. And we learnt about it at the very last moment. But we do have two excellent speakers in this whole area of learning from other countries and brands. We have Pranesh Mishra someone who I personally consider to be one of the finest figures in the world of advertising today and he has worked very closely with one of the most powerful brands that had entered India from Korea and he is really a serious case of point which is the brand LG. I had the good fortune or misfortune of working with one of the LG’s competitors and seen from the other side what kind of competitors they can be. Recently I was in a conference room with the client of ours and he is one of the largest from India is FCG companies and we realized quickly while discussing the numbers that LG was not much smaller then them ad they have around here from last hundred years. You’ve got in less then a decade a company that is nearly two billion now built on this soil with the most bloody minded approach you can possible have towards the competitors and this particular competitor of LG that I used to work for was a very astute marketing man and frankly one day he just gave up, he just put up his hands and said that I can’t compete with these guys. They just keep me too breathless, I can’t handle these guys. And at the same time the LG strategy is based on the deep respect for the Indian consumer and that is one learning that we had from last couple of sessions whether it is from Dr. Sheth or Ravikanth speaking it is when you try to serve up the external customer the warmed up super you know I have got this product and I have modified this a little bit and I’m hoping that you accept it the way it is you are expecting it a bit too much. I think that LG made a commitment to India and their entire product strategy to give consumers products of quality that they have never seen before the prices that they are willing to pay. It was an absolutely remarkable story. We have also with us Jahangir pocha who is one of the leading thinkers in the subject of china in India today and he’s been…he’s been based in Beijing and has worked a lot with Chinese and has been one of the most insightful writers on the subject to china and Chinese brands. I’ve personally have had the good fortune of working with the Chinese and I have been struck by their work ethic and I think if there is one thing that we need to acknowledge is that there is a big difference between the Chinese work ethic and the Indian work ethic. My secretary in Hong Kong I remember used to do the work of three secretaries and at five pm she would put on her lipstick and she would be out. The kind of productivity that you get from them…her English was terrible. Every time you used to give her a draft, those days you had faxes so every time you used to give her a draft it would never come back with the need to correct again, it would go out very good just like that. I also was once…in the very early time in Hong Kong in a situation where I was working with a creative guy and I used to work for an ad agency and I was arguing for a particular campaign for this guy sat there stolidly not saying a word for 45 minutes and when the client left I was a little upset with him and I said I was arguing for your work and you could have said a word or two you know and he said that you are new here and let me tell you one thing he was saying” let the gualios do the talking and then you go and do it” and that I think was another big lesson for me and they are the world’s best executors perhaps and we are the world’s greatest intellectualizers, nothing wrong with that. I think that they have their vision and we have ours.   We may gain from not looking at the china as adversary perhaps we may look at china as somebody we can compete with, we can learn from, we can do business with them, we can perhaps even collaborate with them but those are the two big area we are going to discuss in the next session and its over to Pranesh to talk about LG. 

Pranesh Mishra

Good afternoon it is my privilege to talk about a brand that our agency has been associated with right from the beginning in this country. Lots of my experience is not my own in the sense that lots of these experiences are some thing’s that I had gathered from lot of people that I had talked to or worked in the Delhi office and talking to the client himself. What I have tried to do is to bring it to you. When Dharain asked me to talk about LG I was trying to fit it into a kind of structure and then couple of weeks back there was this book that got released called the 86% solutions by Professor Mahajan and Kamini. I thought that we should give the test if LG, the test of 86% solutions to the LG has LG really been following this test and the principles of 86% solutions are not or is it the kind of landscape that I would use in my presentation.. What is the essence of the 86% solutions? What is the thesis? Essentially 86% is the world’s population that lives in the non developed world and the emerging and the developed world and it is what they call the invisible opportunity. MNC‘s largely from the developed worlds US and western Europe have been ignoring the 86% populations of the world and have been focusing on the markets which had the spending power and the 14% has the spending power and that is where all the investment has been happening. And the authors say that innovation specifically for the 86% markets especially in the emerging and the developing worlds is necessary for you to exploit the opportunity or the cast potential, the invisible potential of these markets. That’s the basic thesis of that book. Now let us look at that perspective a quick over view of LG’s history, not only the LG India’s history but the LG company history. If you look at the year 1958 it was the gold star which is today’s LG electronics is established so it is less then a fifty year since it has been established history and if you look at the first twenty years of this history it was essentially focused on Korea. It was Korea’s first radio, Korea’s first fridge, Korea’s black and white TV and so on. So it was innovation focused on the coming of the electronics coming into the market in Korea. It also started fairly early in the game of basic exports, its early exports was to US which was the part of the developed world and to Hong Kong which was at the arm’s length distance. These were the two markets in 1962 that they were exporting radio sets to US and Hong Kong. Then after fifteen years in 1978 exports again surpassed 100 million dollars and it was the first in the Korea’s electronics industry to reach the target of 100 million dollars worth of electronics goods worth of exports. But the first two decades were focused on building the ground strength. The eighties saw them moving from Just exporting to creating and making the productions centers. And initially the global production centers were happening in the developed world. Germany and the US were the first set up in 1980 – 82, and then they moved on to setting up in 1989 production facility in Thailand, they went to south East Asia. So they started their initiatives in the developed world and towards the end of eighty they started getting into the emerging worlds and markets. And if you look at the nineties if you look at where Korea before many other companies and LG specifically discovered the opportunity in china and in 1993 they set up in china manufacturing and in 1997 they started manufacturing gin India. I guess that the big growth momentum in nineties is really the china India story. That’s broadly the history and if you look at year 2000 and the kind of things that come together is world’s first, the whole focused from the Koreas first in the first two decades to this decade where it is all about world’s first. World’s first internet enabled refrigerators. Global sales of fridges in the number one position and they are the world wide biggest manufacturers of fridges. World’s first IMT 2000 mobile phone technology and world’s first 76 inch PDP television and in this slide there are whole lots of firsts. The whole technology movement and the computation landscape were to be innovative and inventive for the world. Today’s its global revenue is 35 billion and if you consolidate the subsidiaries it is 45 billion , 72 thousand employees working in 77 offices and marketing offices world wide. And it is the world’s largest producers of CDMA handsets, DVD players and optical storage devices, air conditioners and so on. Growth for them has been really driven by globalization and how do we see that, you see the growth path over the last five six years and you find the yellow bar on the top is contributed by the international markets. So about 80% of their revenues come from globalization and global sales and only three percent t comes from domestic sales. When I was asking them how the vision was and how did they put it together, I came across this document which is also in their world wide website and it is accessible to every body. It s a very clear document and I hope that it is readable to all who are at the back, but I will read it to you “ the vision of the company LG electronics world wide is to be global top three by 2010 “ that is the state of the vision. The growth strategy is very interesting – fast innovation and fact growth and the word fast is something that needs to be completely underlined there, innovation and growth you have there with many corporate strategies I think that speed is something that they have very clearly captured and capitalized on. Product leadership, market leadership and capital leadership, and the culture, great company is basically what they have tried to build. Now that’s LG global world wide in a snap shot. Now looking at the story in India so far it has been as Dharain said a very good story. The company started in 1997 and the turnover was 125 crores and last year they finished at 7200 crores and LG has been having a significant growth path and today they are the leading market shares in washing machines, refrigerators, as well as micro waves and color televisions. That is the leading brand in the country. And really far ahead of the next competition in terms of the market shares; if you look at the brands intention to buy it is at 32% and the next competitor is at 11%. So it a huge brand equity that they have built for themselves,  (  )awareness at 29% versus godrej’s at 12% and there again they have shown a huge stride. They have been successful but have they really applied their 86% solutions to India or have they brought international products or the products that they have developed in Korea and just sort of paced it in India with it. that is perhaps the question that we should ask ourselves. And that is the question that I’m trying to address in this presentation. One of the principles that the book sort of refers to is don’t build a car when you need a bullock cart. That is basically tweak your innovations, tweak your technologies, tweak your marketing principles to market rather then take whatever you have succeeded in your market to rest of the world and assume that everybody will follow. So that is the basic principle that the book sort of talks about; I believe that LG followed that and if you look at the history of seven or eight years they had closely studied the local needs adapted their technology to it. They discovered the key category barriers because realized that in India the market that they were entering in, it was not a market share game. They were entering a market at a stage where it was about the category conversion. It was about getting more and more people to buy into microwaves and refrigerators and color TV’s. So what are the category barriers and what are the innovations that we can have to overcome those category barriers, and it is very India focused strategy. So for example one of the category barriers for TV was watching TV causes eye strain and somewhere in the world they had a technology called the golden eye which adjusts the brightness and the contrast to the ambience light and they said that would work in terms of market for the brand. Indians didn’t want to buy fridges because they felt that you should always have fresh food and if you keep the food in the fridge it goes stale very quickly. They had a technology that was actually good at preserving the nutrition of the food, and with us in partnership we created this term PNS which is preserved nutrition system which was the huge reason why the brand started being successful. Expensive clothes should not be washed in washing machine because washing machines destroy these clothes and that is the perception because they have those blades. So they created the concept of fabric care. Air conditioners are for the luxury segment alone, it is not for every body. So the whole idea was that the health is for everybody, a health air system would work for the country. So if you look at all these examples they were studying what are the resistances to the category and saying that what technology do I have which will help me overcome these resistances. So this is the kind of work that we did in those early days wrinkle free viewing for golden eye technology, fabric care which is giving the ageless skin to your clothes. And the preserve nutrition system and also say goodbye to heat and dust. Let me just show you two commercials which happened about four years back for the golden eye television which took the Indian insight of the fear of mothers that too much of television viewing will spoil children’s eyes and which is the reason why lots of mothers stayed away from buying the TV’s. And how we used that insight to overcome that barrier;

Two commercials please

[Two commercials are being shown of the LG television]

So nothing Korean about the insights, nothing American about the insights, it is very Indian in terms of understanding what are the barriers in the consumers mind and how do you overcome these barriers using a technology which may have been discovered in Korea. And that I think is the biggest strength in LG and in fact the year that this campaign was launched is the year that LG color TV became the number one brand in that category. LG also invented products to meet consumer’s needs so they looked at the local insights and looked at innovations. TV signals don’t reach all over the country and LG was the first brand to launch the television set with a (DCHment – not clear) to it so that they can go into the rural market. World cup was a craze in 2002 so they launched a foot ball shaped TV into the market. Frost free refrigerators were far more expensive for the Indian audiences, there was a big gap from 4000 to 10000/- rupees gap in terms of the price so they invented a technology called the semi frost free, so it gave the same benefits of the frost free without the total technology of the frost free. And it has been made in the price that is acceptable to the large mass of consumers of fridges. Agitators in the washing machines can damage clothes, and they created something called the chaos punch which is basically a softer way of handling fabric. They also innovated to meet the consumer’s needs, for example majority of the Indian consumers do not read English and therefore LG was the first brand to introduce Hindi and then eight or ten different languages instructions on the screen, on the TV sets. Big audiences on the TV sets and if you look at the small town viewing as well as the rural viewing have large numbers of people and the windows are open and the ambience noise comes in, so the sound is very critical need and the quality of the sound and the loudness of the sound is very critical need in that environment. And that’s why the Ballard TV with the 2000 watts sound output was used. Cricket is the second religion of the Indians so cricket game with the television during the 1999 and also of course the world cup promotions. The second brief is connecting the brands to the market and there essentially, I think that the slide has gone a little bit a…Mr. Kim has this line saying cover India inch by inch. When it comes to geography I have worked with the Hindustan lever and they have one of the fabulous distribution networks but for a consumer durable company to say cover India inch by inch it is fantastic. They have some 71 branches, 72 regional offices and 112 outreach markets – that is something that he has built up. The number of distribution outlets that he has built up in this country is phenomenal and I think that is the big competitive advantage that they have. Speed to market products is the advantage that he derives from that, he reached all the 18 states within the launch of the company in three months. The products reached all the 18 states and service at the door step and again at the each of these markets there is a service center and 24 hours service available. Not just the bottom of the pyramid but the whole of the pyramid recognized that India is not one market; it is not a poor market and just the brand for the poor people and masses. They have on the top end IT, mobile phones, home entertainment, and wide price range, wide range of products, latest technology, and invention at the top end and keep refreshing the portfolio. About forty to fifty new models are launched every year. And there is huge visibility on the ground level. So take the brand to the market and it is something that you have to see it to believe it how well it practices. Mr. Kim travels about three weeks in a month to the market and he is there in the market and rolls up his sleeves and talks to the people on the streets. Think young is another recommendation for going into the 86% markets, capitalize on the youth passions, cricket and bollywood and they were the first people to get into the sponsor ship of the cricket and be associated with the cricket stars. Early sponsorship and association with the cricket and recently they have tied up with abhishek bachan who is the latest craze of the youth. Discover the lands of opportunity is what the book really talks about and I think that LG has truly done that, they have believed in making the so called impossible to possible by having faith in India’s potential. The business that they realized is lack of creation not of market share game, they have recognized that the lifestyles are changing and that will create new opportunities especially for consumer durables. The innovated or the tweaked innovations that are needed to meet the needs and aspirations of the local audiences and not sort of plunk the whole international thing and expect that the market will buy it and there is that greed for speed that they had I mean if you deal with LG everything is needed yesterday. We have an 24 hour agency working in Mumbai and in delhi because there is a need for things yesterday so we can never catch up with them. Target multiple segments in a country as big as India, the super rich, the middle class, the youth, and the rural. Price it right but not necessarily cheap, in fact in the initial three years LG strategy was to price it at a premium and the years in which they built their brand imagery it never really had a consumer promotion in fact Mr. Kim said that we didn’t want to de value the brand. One they had built the brand then they started pricing right and go a little bit below so that it became accessible so that there was an interesting two tier to a two stage dynamic pricing model that they followed. What’s the strategy, invest in communication, goals are always stretched, when they made the 3600 crore turn over they said that next year is going to be 7200 crores. That is the goal and I mean there is no question. But back it up with huge budgets on share of voice I mean today LG’s spending in a year is about 25 million dollars a year. 25 to 30 million dollars a year in advertising and marketing investment; continuous presence to maintain share of mind and top of mind awareness, you don’t get those kinds of top of the mind awareness and brand equity and slides cheap by spending small bucks. Invest in sponsorship and make the presence felt in the street level. Empower for speed – Mr. Kim has very empowered set up, deep distribution structure and the branch managers have the empowerment to take the decision, quick and on the ground decisions and the empowerment in the grass root level. And also the product group head structure where each product group head acts like a CEO of the product group and has a lot of authority on the investment. So to sum up what are the key success factors of the LG story? I think that it starts with a very clear statement with corporate ambition for global leadership clearly enumerated in one sheet for all the stakeholders. I think that implicitly although the 86% solution is a term that this book has picked up, which I think interestingly is a very good term. I think that implicitly they believe in this and they have put this in practice, focus on growth and innovation, speed is a very critical ingredient in the winning game. Dream the impossible dreams and to this we will add investment to convert the dreams into reality because it is very easy to dream the impossible dreams and not invest I think that is…there cannot be a gap between the dreams and investment. Before I sum up and close what I would like to show you is one of the top end brands that we launched for LG which is the LG canvass and the reason that I want to show is that this is our contribution to LG which has gone global. So this ad has been running all over Asia in the last couple of years. 

[One ad is being shown of the LG wall plasma TV]

So with that thought ladies and gentlemen I believe that If you have a vision and you want to do it the world can be yours. Thank you. 

Dharen

Thank you, pranesh for giving us such a detailed in sight into how they went about into doing it and the question that is looking al of us in the eye is can any one of our brands go and enter a market and annex it the way LG has annexed the consumer electronics market in this country. LG today is one of the biggest as some to our oldest and largest companies and it is being done in decade and I think if you look at it the first twenty years is only in Korea and you know so much consolidation and having done that it is for those of our firms have the there withal and now have the strength to move out, the question is can you give, firstly can you pick that market carefully, can you pick that market so that you know that it ahs such a high potential?  Because it is going to require investment, and If you pick the market there can you give it the respect? Can you give the commitment that the LG gave it? We are running a little short of time so I’m going to ask Jahangir to try and do his presentation quickly and then we will have a few questions and you can break for after that. 

Jehangir Pocha

I will do this very quickly so that I can turn things around for half hour. Last night I was at the Bombay gym and having a dinner with an old friend and there was a gentle man in the room and only thing that I heard from him…his table was ” you know china just spent 100 or 1.7 billion dollars to buy IBM PC unit.” It is very literal sort of experience that reverberates around the world. It has become some sort of mantras. And how is it, how is it that a country that torches its people, there are more journalists in jail in any other country, that routinely flouts every human rights that we have worked over three thousand years to develop reverberating every where in the world. Why is it that when I look at the china brands at googles that first headline that I come across is that china brands Taiwanese as the troublemaker or something like that. This is in America, actually there is away of getting to the American google to china. And that is a different question; how is it, that is has acquired a positive bent and the answer is very simple because the human beings love a winner and china thinks big and succeeds and nothing succeed like success. You know India has been following these debates about the retail markets and Chidambaram was in Beijing and he was talking about you know Wal-mart came to India we would be able to sell them X amount of things in so many billion dollars and only...it is very interesting but frankly at the end of it, it is rather meaningless things. This was the headline in the Chinese magazine, it is like the anecdotal evidence kind of thing, intellectual discourse and discussions on how and why it should be done and in what way and what form. This is all very interesting but at the end of the day there has to be a vision. There is great myth in this country that somehow has began reforms before India. It is one of those conventional wisdoms that has taken root and it is completely false. Even in 1979 when china was beginning to open up to the world India was far more open to the world and in fact even today India is actually on paper that it is more a reformed economy then china, I mean I can count the number of industries that are still close to 51% in china. Automobile manufacturing, civil aviation, obviously the media and the list just goes on and there are huge industries. Actually our economy is more reformed and more open to foreign investment in many ways and we think its not. Why is it that the Chinese are more successful? I think that truth is that I think they are more westerns oriented and more outwardly focused. When china began the reforms it was more about the FTI in, before that even there was a sense that china looked at itself this is all about. What we have built for ourselves from last ten years isn’t really good. they has a revolution and it was terrible, hundreds and millions of people suffered and clearly millions of people died and they began to look within themselves and they were like what is bad in our society and we need to burn out of our society and they looked to west an they looked to modernity and embraced it. With all the complications and tragedies that they had faced, it also created an orientation towards it modernity, towards the west and in 1997 it is natural that they looked towards the west and want an FTI as the way of going forward. That is not quite the same in India and this is too short get into these intellectual discussions, the essential point to extract from this is the western orientation and by western I don’t just mean England or America but modernity. Whether it came from Korea, Japan or Hong Kong or Taiwan it was essentially the desire to be modern. Chinese companies …you know because of the FTI have always been focused on exports. Actually the domestic consumption in china is very low and you see in this slide that the incentives to export are the largest item on the china’s budget expenditure. So all the incentives are structured towards going to the world; and lastly this is one of the most important difference between the Indian and China is at the economical level again which has not got attention I believe is that the china is a capital rich country and India is a capital starved country. There is stock of money is six or seven times the stock of money in India. And that is something to keep in mind about what china is and what’s driving it a lots of its drivers come essentially from the cheap capital. Again the point to extract over here is that while we may learn from certain things from china there are certain things also unlearn or learn not to do, learn that their situation is lot different from ours. That is that their companies have the western orientations, the access to chief capital, and their incredible ability to implement and that is why when we look as I said in 1980 they were far behind India until they began the reforms. There were no brands in china forget about foreign or domestic, there was no professional management, there were no counting systems, there was no legal system. it was a country that was devastated and that was trying to claw its way back to some sort of normalcy which they haven’t really got to. Now today as we speak a photograph of today and that is important in emphasizing Chinese brands have overtaken the western brands but I’m sort of saying in the last point that I’m not sure that it is sustainable and I’m not sure that it is sustainable in India because while we are talking about India going abroad, china going abroad western and Japanese and Korean companies are coming here and they are basically eating our lunch. So that is also something to think about is as to what are they doing and not to think about or get entirely fixated on the lucky gold star or china or Haier you just think of what the best companies everywhere in the world are doing. So far china has built about a ten companies that function at the world level, it is not the world class or a new cliché that is thrown out there, it is not about who is world class or who is not world class, they claim to be about ten companies that are world class in china. My personal point of view is that any company that makes a product that sells easily in the global market is world class, essentially that’s the start. The start is really…if I had to pick one thing out that I would say is ….these are some other things that are put here, the essential thing is that what makes a product acceptable in the world market. There’s all the philosophical stuff of understand the consumer, but essentially I was at a conference in 2001 at planetarium and making India happen and CII – basically it said the same things that we have said this morning. We essentially know all that stuff, its quite clear and common sense, it meets the test of common sense, but essentially the difference is are Indian products, is Indian professional management has world class finishing because the consumer looks for the finished product doesn’t see the back office. I’ll live in china and I see the back office and its pretty terrible let me tell you. With the product that comes into the market, comes into the retail doesn’t reflect that. And that is the essential thing, that is the chaos, lack of capital, lack of attention that is going on within a company show up on the retail floor and china as a company accomplished the fact even as a nation all the torture and the stuff talking about does not really stand out and define china in the world. That is very critical. Why is that? We tend to see the products in the markets and business as something by itself. It has become a culture of trying to forget about culture and politics, forget about society. When you talk about respecting a customer I’ll suggest that it is important to respect them as human beings. China for all its tragedies and for all its flaws has actually taken trouble to educate its people. I’m not talking about the IIM’s and IIT’s, but I’m talking about  the fact that when I get into a cab in china, I don’t write Chinese and so sometimes I have to show the address to the guy and everyone reads it. Sometimes its very funny that when I talk to someone in Chinese you know the pronunciation is very precise and I don’t get it right and then we will start gesturing in the air Chinese symbols, it is like of course everyone knows how to read even if you can’t get how I’m speaking it you can understand the symbol that I’m trying to represent. In a way writing for them is more intuitive and natural then speaking. Three is of course the work ethic that lot of people have talked about, I will not get more into that but one has to mention it, I think that there is something else about the language, this is a pet theory of mine, Chinese writing is very complicated, for a child just write requires immense intellectual capacity and that aside it requires tremendous motor skills to be able to write those characters on the small line. It takes about a certain skill about the hand control and eye coordination, a certain aesthetic and of course in china writing is an art. Writing is a wonderful art and in India in the art market is growing and all that but people pay millions of dollars to have one symbol on a board it is also interesting. It is about building a culture that recognizes and appreciates the aesthetic. Then there is of course the idea that Chinese are far more connected to the outside world because of the Diaspora of Taiwan, Hong Kong and all that. They have been able to morph familiar with what it takes to live with in the developed world, in the western world and what the western consumers want and how to think as a western company while being Chinese. It is so interesting; they also think like the Russians, you know that the soviets had this idea of gigantism. If you have been to the communist countries or Russia or to china everything is very huge, nothing can be small. The roads are huge, if they want to build a highway it will be six way highway. If they want to build a thoroughfare it is great, if it is a railway it is huge. There is this idea of heroic architecture in soviets and showing…it was propaganda that has become the culture. What is more interesting is that more then the Taiwan or the Hong Kong that we all know about, it is the soviet idea of gigantism still survives in china. It has been transfused and diffused into so many different elements across the country and now they don’t think about building small things. So when I talk to people about India one of the things that they think is that Indian think small. They don’t see world scale factories, they don’t see people taking big bets in the country side which they do and what is so interesting is that they become the industrial behemoths. Lots of statistics on china is skewed and I think that the china was the fourth largest industrial power just in terms of its physical output. It doesn’t function like a industrial behemoth thru the country, of course there are elements of the country that do function like that, but really it has startup mentality isn’t that sort of a unbeatable combination, where you have a set up which is very huge and you have entrepreneurs and people and even government officials you will be surprised by this, who think like entrepreneurs. Think small and think smart and that is the completely inverse in India. So what is it that allows them to do by saying I can think smart. Really it is about saying that our MBA’s are great you know and I can dish Harvard because in china it is the most sought out university and at the end of the day people are like whatever! What is really key is the bootstrap, be smart and be in there. What they have learnt is that though china is one government system and feudal system and people have this lordship mentality they know that’s not the case when they go everywhere else. So they have learnt to deal with what I call the status debravation.  You may be the biggest brand in china and you may be the big shot in china, you may be used to people bowing to you because he must he picking up your product but that attitude does not succeed when you go outside.  While there are lot of speakers and I don’t discount text book stuff I have found value in the things that I have learnt in the universities abroad and here, sometimes it is good to leave it aside and sometimes it is good not to second guess yourself trying to find a best way, it is enough to find a way to get in because the minimum requirement to winning the game is to be just start playing it.  once you have decided to play with whatever you have got, some companies have the benefits of having access to cheap capital, some companies have access to great design, some companies have access to smart marketing you know that someone’s cousin is the big shot in Canada. What ever you’ve got take and go use it and if it’s not enough that is where you have to learn very quickly to more up the value chain. Another big difference between the china and India, china is a far more adaptive society, its ability to take the circumstances and to work its way around it are truly astonishing. For a country that claims to be the oldest civilization, they have this whole mantra about…they call themselves as middle kingdom and the center of the world and yet they are tremendously modern and adaptive. Because they also live with the harsh realities of this that those who don’t survive will simply die. In India the companies are not allowed to die in china they are. Even if they survive on paper they are essentially dead and the government has made it very clear to the people including the four largest banks in India just I had the discussion with governor and he said very proudly that I know tat Indian banks are very sick but we will not allow them to die.  He didn’t realize that how odd that felt to me because in china the conversation to the big banks I all about that listen guys if you don’t shape up we will let you die. We may not allow that to affect the consumers but we will let you die. There is certain harshness to the market which unfortunately is the reality that we live in which they have learnt to embrace. What is it that allows them to do? It is essentially very simple solve problems.

Jehangir Pocha

Someone asked me a question on this and it is not systemic, it is essentially the attitudinal. A lot of time and research is spent on the systemic differences and democracy. I think that it is important but it is essentially secondary. The only thought that I will leave you which is that in Indian’s approach to corporation, to business, to governance is always been what sociologists politely call it as an exploitative system. The Chinese system is traditionally based on the system that is called as mandate of heaven where the man is allowed to be the boss and feudal lord as long as he also serves the people and delivers certain things and that has created very different attitudes towards what it means to succeed. Of course that’s why the government because of its ability to provide has provided many more social services not only at the human level but also the cheap capital to its industry and invisible support thru its contracts to the companies and the last thing is incredible ability to suck in knowledge in every industry. Every problem in china has I will tell you one thing without exception is being understood and is being addressed. Whether they solve it in don’t know but they are working on it. And they are leveraging the best mind in the world and best skills in the world working on them.  For example in marketing they get the best people and when their banking system was close to collapse they basically got the twelve of the world biggest bankers and said help us solve them. And what is interesting again is it is not just about being free market driven or following the Harvard business school or Washington consensus. They have had the courage just this year in March to say that free markets are great but we are not free market fundamentalists. It doesn’t solve everything. From being one country and two system state we know that Hong Kong has been taken on board and they have come up with one country two systems and now they have said one country three systems, that there’ll be Hong Kong and it will do its thing, the east coast and the coastal area are great and they can do their capitalist thing but we are going to construct a socialist country side. That’s going to actually create tremendous income, tremendous stuff for their companies to sell their products. So since we are running short of time now I won’t go thru some of these other details but all’s not well because Chinese and Indian companies are losing out to foreign companies now and I actually see this happening for the last year actually, though it is still not reflected in statistics. Because foreign companies are basically more professional, they spend more in adverting and are not scared of that, they have access to far deeper financial markets, they have track records, they have far higher margins and they actually end up having much higher brand loyalty. So that’s why the previous presentation was about you know not about LG going abroad but it becoming an Indian company. So we really have to be careful to see whether we can do that. Is that important? Well you know yes it is and without that I don’t think that any developing country, that is an intellectual moral question and we can argue about that, the point is the reality today is that if you don’t learn how to market and brand you won’t be able to create great surplus in your economy. China still has a long way to go, it doesn’t have as many brands as we think it does or as it should but as I said it is ahead of India but its still not quite as ahead as we think it is, so we shouldn’t get awed by what is going on in China and we should realize what is Chinese or Indian is actually foreign companies who have donned the robes of being Chinese or Indian. I’ve already talked about this so I’ll skip this. But can we really do that final thing? Can we really become the professional companies? Can we really think? Can we really get our societies to change and our management culture to change? This is actually essential because the choice facing India and china today we have the aspiration become the next Europe today or America? That’s great I have a nasty suspicion that we may be forced to settle with to becoming the next Brazil or Argentina. And those two countries are actually important and what has happened in those two countries is that they had the potential as India and china. But they were never able to transcend the essential constraints they had on changing their society or on making their societies fairer and more driven and smarter, faster, more adaptive. Cheap labor an infusive capital can take you places but it can take you so far. Ultimately in the end as Alvin Toffler says in his book that has not been published actually and it will be soon and it is called the revolutionary wealth and he says, that advanced economies have to be based on advanced societies and at the very least if our counties don’t create advanced societies outside them the social environment that you create within a company has to be advanced and the way we treat the employees, customers, practices, principles that we take with people that drive us in these countries have to be advanced fully in the sense of the word. Otherwise Argentina is where we have to settle for. Thanks. 

[Applause]

Dharen

Ladies and gentle in order to solve our running short of time Pranesh and Jehangir are going to join us for lunch, those of you who have questions for them can you ask them over lunch please. Can we come back in half hour because we need to move on as we have speakers coming in. thank you very much. 

[Lunch break at 1:15 pm and they are back for the next session]

And we start our post lunch session here. The post lunch session normally supposed to be difficult which is why we decided to put here what we believed what could be arguably the most powerful case study of our entire seminar which is the TATA motors experience. It is very difficult for me to introduce Mr. Ravikanth because I have been admirer of his now for many years now. Marketing and branding is about English and good word and so on but Mr. Ravikanth is one of those marketers who translates it all very quietly into action and keeps driving things and few years later you see breakthrough’s of the kind that industries seldom see. In many ways he is the marketer of marketers, and I think that we all admire and respect his work whether it is with Titan or LML or Phillips and now for the last six years at TATA motors. It is wonderful to see a marketer rise to the top of the organization. As far as TATA motor’s case is concerned, we saw the LG case this morning presented by Pranesh Mishra, its my personal belief if there is one company that is capable of doing and LG outside India for us its probably TATA motors.  And the best part of what you see and I see is only from the outside that it is a very painless process that they are going thru. There seems to be an element of design, a systematically building of competencies whether thru investments, thru acquisitions, thru JV’s and alliances. They have very proactively internationalized themselves by first building an in house competence in the design and manufacture of a car and supplying it to the UK market thru an arrangement with Rover, the acquiring Daewoo’s truck making division as well as a large stake in Espano caro sera, a large Spanish bus manufacturing company. Recently there has been news about TATA motors getting into alliance with Fiat and exploring many ways of working together and in all this they have masterfully leveraged their assents as a group reputation and the groups reputation has preceded them in the markets like Korea where they have introduced strange notions such as trusty ship and won the respect and the admiration of the Koreans. We are extremely fortunate to have Mr. Ravikanth and I would have loved to have a longer session as we can but we are under a little bit of time constraint but I think we all know how eager we to hear the story so its really over to you Mr. Ravikanth. 

[Applause]

Thank you, Dharen. Good after noon. What I’m going to be talking as the slide shows really not so much as brand as commonly known but as how do we build first the world class competence and that becomes the foundation stone for building a brand whether in the country or outside the country. We had some difficult times just few year ago and therefore this came into sharp focus for all of us and we had to rethink about the brand once again and I’ll share some of these things about TATA motors as to what happened in last six years. And how we are proceeding further and therefore that kind of road that we are traveling on as where do we expect to reach. First a very quick overview about building world class competence and what has been the result so far. So a little bit about TATA motors for those who do not know, it is India’s largest automobile company, it is the second largest company in the private sector, in the year that has just gone by we don’t have the figures yet, but the previous it was more then 20,000 crores and they are growing at a very fast clip for last three or four years. As you can see from these figures a very strong domestic position especially in the commercial markets where we had started our lives in the automobile business. We enjoy more then 60% market share and in cars we are the second largest player although we came into the market only seven years ago. As you can see 4.7 billion profit post tax 1.3 billion US dollars. If you see the history of the TATA motors like any other classical company we have also grown in similar fashion, early phase, slow growth then getting the momentum and finally when markets opened and liberalization happened we went full steam. Then we were hit by the cyclical nature of the industry actually the set came into sharp focus as long as the market was protected there was barriers out there you did not feel the nature of the market because all of us in which ever industry we were in you kept kind of growing and this is the first time that we got hit very hard, we turned in a loss of 500 crores and it was the biggest loss in the corporates in India. So we sat back and thought about it and then we unveiled the new strategy and you can see from that how things are taken of course market has helped us no question of that. I think that as we have gone along most of the strategic tings that we have implemented have worked very well and I think it is going very fairly accurately. First thing to understand in the industry what type of industry you are in, I think that is the key thing and that determines what kind of a strategy to have and the thing that we knew but we probably didn’t realize so badly is that we are in a cyclical industry and as you can see that there is secular trend as far as India is concerned and semi industry or commercial vehicle industry is cyclical anywhere, automobile industry is also cyclical but probably not so much, but civvies are far more cyclical as you can see that the amplitude satellite quality is going as we are going by. That therefore brings you number of things, what happens when you are in the down cycle, something’s have to happen, what happens as far as the top line is concerned and what happens to the bottom line is concerned,  when you start thinking deeply about it common sense will give you many of the answers and you will or when you are going in the down cycle naturally your costs must be shrunk very badly so you should be a lean organization so that even when the market is down you are able to with stand the pressures.  And you need to therefore go into the segments that are less cyclical like for example whether you take the passenger car market of LCV market you see that they are less cyclical then the heavy trucks. So one of the reason for getting into the car business was to offset the cyclicality of the commercial vehicles. that was the key strategic move that was done and you will see that it was not an easy decision and at that point of time there were lots of people who were skeptical about it but I think it has been ultimately proved that what the company did was right and along with that the second thing that is happening is the competition which all of us face in which ever industry you are in just as in the passenger car market you see. In five years alone there were 36 models and today there are 59 models. Out of 36, 24 were by the Indian companies and today there are only 22 models and 37 models have come from foreign players. That is the kind of intensity that is really happening. So if this is the context in which we are placed today then how do you tackle the situation? So these are the two points I have talked about are set cyclicality and de risking the business model and looking at the increasing competitiveness. De-risking the business model is very important because if the brand you are having is a strong brand and you are doing well and suddenly you find that your business has gone down and it has a great impact on the brand itself and there fore you need to de-risk the business model and we will come to some of the things that we have come to in de-risking, for example getting into personal transportation, new segments and in creasing segments that are less cyclical like the car business that I had mentioned and LCV that I had mentioned, buses because the whole bus market is controlled as far as the roots are concerned, prices are concerned. So these are less cyclical and it is all about getting into different business so these are the some of the things that we tried to do. Second is the increasing competitiveness. Here I would like to stay for a minute, so about the competitiveness it is not only the Indian players but now mostly from outside India. And if you look at that, what is the strategy that MNC or that brand is going to have. There are just two key points that we need to take, one is technology and quality gap and the other is cost gap. So that well known MNC is going to maintain ….it has as quality and technology gap with the Indian manufacturers say TATA motors, so in going forward you would like to maintain that gap but it has a negative cost gap of say like TATA motors. It would like to close that negative cost gap and maintain its technology and quality gap very naturally. We are coming from the other side we have the cost gap and it is a challenge as to how to maintain my cost gap going forward because those fellows can come to India and reduce the cost gap so for us therefore it becomes a huge challenge being in a low cost country how do you continue to enjoy that cost gap that you have and close the gap in technology and the quality and I think that time alone will tell because both are ultimately going to be fighting for the same ground and which of the two is going to be more successful. So during these both off set cyclicality and the competitiveness what kind of competence we need to build I have listed down six of them and we will go thru them very quickly on each one of them. Product development is the key. In our industry almost everything depends on the product therefore you need to have a highly efficient system of product development and I have just taken some examples like the passenger cars, normally what you need to change in from one generation to another generation the same platform in the car business is you need to spend about a billion dollars. What TATA motors was able to do quite cleverly in half a billion dollars it not only took a Greenfield site, built a factory and raised a platform on the three big variants were taken out one was the hatchback, sedan and the station wagon and all within half or slightly more then half a billion dollars. So you were able to do this thing is a very competitive manner because in the car business it is said unless you are a million player means million volume player, you have to talk in millions you don’t make money. And here we were able to prove that with 100 thousand vehicles that is one tenth of that you could make money. So I think that these are the kinds of things that we need to think as we move forward and we enjoy the good market share and we are number two in hatch, number one in sedan and station wagon segment. Second example is say a small mini truck, most of you would not be aware of this as this was introduced nearly eleven months ago and has turned out to be phenomenally popular thing because we were able to read the market well based on the road development which was going to take place, based on other activities in the country that were going to happen, distribution of goods and people. We had just introduced the lower version of goods vehicle and it has already reached in a year’s time an annual figure of fifty thousand. Now this is big and the whole commercial vehicle industry is about three to three and half lakhs vehicles so you can understand how one product has in eleven months time captured almost the fifty thousand annualized volumes. Now how did we do it?  Earlier because of the historical reasons, because you were not allowed to import anything we tried to do everything in-house that was right at that point of time, because we did not have any connectivity to any technology at that time from outside and the government didn’t allow that and we didn’t have any collaboration. We had for first 16 years till ‘69 collaboration from the technical and the equity collaboration with ( not clear) and after ’69 there is not technical collaboration. They are just investors in the company. So from that mind set to be able to go to a mind set where you go to whole new ball game where the market has changed from a sellers market to buyers, where competition intensified as you said we had to change our business model itself of product development. Therefore we moved from trying to do everything in-house to as I said trying to develop the product ourselves to managing product development. It is not just the way onwards but if you think carefully it was the major change that was done in the company last four five years. It is the managing the process of product development and therefore we connected ourselves and networked ourselves with the whole technology partners, some within the company and some within the group itself, like TATA technologies and Incat UK, European technical center, the engineering centers in India along with the joint ventures and the companies that we have taken over and whole lot of vendors, suppliers and other people. While this was being done the whole process was being up graded many times over. We introduced the product lifecycle management system, new product introduction system and advanced computer rated design and I think that what we have got is fairly advanced level of things and we are still going into things understanding for example aircraft is being designed. Today we have come to a situation that if I tell you that the (not clear) systems is today creating a plane the very first plane which is going to made will be a saleable plane, that means no crashing, no testing. Normally what you need to do in the cars and others is that you need to test drive them by crashing and destroy lot of them. But we have now reached such an advanced stage level that the first plane itself is going to be a saleable one. So we are trying to see how we can make my automobile. Earlier I used to destroy hundreds of automobiles to have that right quality but now I can do these things mostly on software. That is the kind of change which is taking place. So building world class competence and product development, building world class competence and supply chain, improvement and quality, enhancing people capability and such things like that and I don’t want to spend time on that. just to give you an idea tat by doing this we are able to more then double the productivity in five years time. Outsourcing and global sourcing it is mentioned here that how do I maintain my cost competitive advantage. To maintain that I have to those places where there is lower cost and not be fixated that I have to buy everything from India or I have to do everything myself. So both outsourcing has become a big thing and also location wise and percentage wise as you can see out here from a highly vertically integrated company that we were, TATA motors were we have now reached the position where the small vehicle that I talked about almost 80% of it is outsourced. From almost 80% in-house we have moved to 80% outsource and these kinds of things have happened very rapidly last few years. So the key really is how do you move in times where you are able to retain you cost competitive advantage because if you don’t you will not be there. As in many companies in the automobile line what s happening to them. And of course the data management and I don’t want to go that much into that. The key is to do all this as I said how do I bring the break even point, in he sense that when bad times are there I still should not make losses though my profits may shrink. They all add up to whatever I have said to reduce because we are in a cyclical distance. That is something that you should understand and as you can see that in three years time from two thirds capacity of utilization it came down to one third capacity of utilization afterwards it has moved up slightly because of huge increase in input cost material like steel and all. All of these things are done to assure the continuous strength of the brand and does not get shaken because of the external circumstances which are going to buffet it. marketing and sales – again it is very simple but these kinds of things for the commercial vehicles is not done and we have introduced it in segmentation and what we are seeing is this principle is applicable in India as well as outside India and as you move forward you can really predict as to what will be compositions of the different segments and therefore what kinds of products that you need to have. And which markets in the world are moving in tandem in particular phases of evolution. The new sales planning process which was introduced have the….now getting into CRM TATA motors is the only automobile company in the world that has taken the end to end solution for the CRM which we are doing and no other automobile company is doing this or tried to really do it. Then there is the usual corporate identity program ands doing all these things you see that strength of the opposition in the market, in the domestic market the CV market share is about 16% and he car market is about 17%. One of the things to really look at is a dimension to go into less cyclical segments to offset the cyclicality. Other thing is go into markets which are also cyclical but also a phase like and that was the key thing for us to get into the international business although markets outside India are also cyclical but fortunately there is a difference in phase. And therefore some markets may be going up and some maybe coming up. If you play that intelligently you can manage the business mall. Now in international business there are two kinds, one is organic growth and the other is inorganic growth. So I’ll spend few minutes on organic growth. We were supplying vehicles to 80 countries and this was as I said merely dispatching vehicles from here and not really having the connectivity with the customers or with the classical marketing so we decided that’s not the way we are going to do this and this was decided about three and half years ago. And so we took a much focused approach and I will show you what this focused approach is as we actually sank the markets and by shrinking the market and taking the more focused approach we increased the numbers quite substantially. So the various factors and screens that we used was market attractiveness and potential regulatory environment in that geography and the TATA motors ability to adjust in that markets. The triangles that I had showed you earlier if that if we are strong in say segment C which is the India position today and therefore if I find that there is market like South Africa for example a substantial C type of a segment and we have e product which is close to us and there fore we can make a big difference. So how did TATA motors sales do? 

As you can see from here that every year we have been doubling the sales in the international markets, from less then nine and half thousand to fifty thousand this year which is just to conclude. And next two years we are seeing that this process will continue. And as I said earlier three years ago we had shrunk to 45 and next year we shrank another five and later another five. So we are shrinking the markets and doubling the numbers. The other one is the inorganic growth. Tow years ago we took over a company called Daewoo commercials in South Korea, many reasons, some of these are given here but the best of it was the complimentary product range and it hastened our introduction and the entry into the higher grade of segment by almost two years and because we were anyway working at it and this enabled us to c\short circuit us the time frame and reduce that by half. What I want to talk here is….many times the financial marketing is all those things are important and the product is important but I think that we miss out on the soft issues and what is the important point here was that you need to be extremely conscious about the soft issues and we have put up a four stage process that we follow initial understanding, basic familiarity, language familiarity and the familiarization with the country and harmonization and finally synergization and I think that we have been extremely successful and that is what we were following now or last few years. So what we are making is good corporate governance, cost effectiveness is strong in generic ways and what we are getting from Korea’s work ethics quality and production activity. I think that we will be able to build a good brand in Korea of TATA Daewoo. And people aware now becoming familiar with that. I think a good respect amongst everybody all the government constituencies or the industrial constituencies or the media or the general public has enabled to create a very good brand image thru doing many things including advertising as the results speak for themselves. As you can see that we have increased the market share by almost by 8% and we launched a entry into the medium commercial vehicles. And in three months itself we were able to capture 13 and half % market share. So all these things that we have been trying to do have worked very well and today two thirds of all exports of the heavy commercial vehicles of Korea are actually accounted by our company; a similar kind of thing we did for the buses where we were able to get technology from a small company but we were able to take that technology and spread it over on a much larger canvass and which is therefore a win-win situation for both. Here also you can see as far as sales and revenues are concerned they have gone up very substantially. And therefore the point that I would like to mention which I was talking about – the soft issues. The philosophy is not to be an Indian country in that country and it is very natural I think that when we are talking about the templates we must be quite clear if I can take the lower portion first, when you think of a US multinational company some image comes to our mind, when you think of brand Japan something comes to our mind, when you think of brand Germany or Korea something comes to our mind, so when you think of an Indian company or a brand nothing comes to our mind. That is because there is no global Indian brand today; there is no Indian MNC today. But surely in five to ten years time there would be a few Indian companies and therefore there is a lots of responsibility in these companies to create that template to create that what India brand will be known as and the way we are seeing is that we should not be seen as an Indian company in that country but should be seen as a local company in that country. That means that I must connect myself to the society there, I must connect myself with the different constituents there, I must be seen to seeing and participating there in the development in that country and the society and the area in which I work. I think that is a very different kind of way which other MNC’s have worked and that is what the TATA motors in particular is trying to d o and I think that we are getting early successes of that and we are seeing the strength of that and I think that this is the template which at least as far as we are concerned we are going to follow and based on that the brand is going to be created, that means that the TATA brand or the TAT motors brand is going to be something which does not alienate and it is something which is trustworthy and the kind of values that we have built over hundreds of years or more then hundred years in India. We have to build in those countries; we have to bring those things of trust, transparencies, corporate governance, ethical values and things like that in those countries in a fast manner. And that is what we are tying to do and that is what is going to give us a sustainable competitiveness in the market as compared to others. That means warm up relationships with our constituents in the markets that we serve. So these are the kinds of things that we are doing. Human resources I don’t want to speak much on that. From a very hierarchical organization we are moving albeit not as fast as one would desire, to a very collaborative approach and trying to do things and see things …it is interdependence that is going to bring success to us. And finally whole thing is to be ….we are trying to knit together. Two things here one is what we call the TATA business excellence model and the balance score card. This excellence model we have done quite well as you can see there are seven things that are based on the Malcolm baldry award of the US, leadership strategic planning customer market focus information and the human resource process manages business itself, al these are kind of interdependency is clearly established here and we have done quite well on this as we have got the… we are the third company in the TATA group who got this TBM award and last year we also got the CIA award for business excellence. And the balance score card again which is knitting together various perspectives like the financial, business, customer process and learning both perspective and all knitting it together and again interdependency and the collaborative missive and here also you can see here that is happening that is well rewarded. And what the results have been of the various actions that we have taken, we are now in a generic company, it is very difficult but we are working on it on the negative working capital as I mentioned the cost of steel as in last two years it has gone up so it is bit positive but the attempt is going to be that we work it in negative capital and low debt equity rate ratio as you can see in business results have been quite favorable in revenue, margins and finally the market has awarded in terms of market capitalization as you can see market capitalization as on 19th of April that’s day before yesterday TATA motors were nearly 8 billion dollars and the GM was 11.6 and Ford was 13.4; well I think it speak two things one is how the market capitalization of GM and Ford has really fallen down very precipitously and how the TATA motors has gone up so there is a very little difference as you can see and that tells you as to where things are moving and other on of course is the market cap in India we are by far are the largest market cap. So all these things put together are actually building TATA motors brand to building TATA brand not so much as really about a particular indica brand or a particular ace brand and things like that, those things are there of course but many of the discussion will happen in the course of these two days you will learn about it but what I’m talking about is building the company brand basically and I think what has been done so far has been quite a challenge and is turning out to be quite a satisfaction to us. So thank you very much. 

[Applause]

Dharen

ok ladies and gentle men we have time for couple of questions. 

Audience

I have two questions. One being that why do I get this feeling that TATA motors in passenger cars has this attitude when it is going global as to take the product as it is rather then innovate a product that is suited for that market in that global scenario, that mean that if it is for Europe then it has developed an indica for Europe rather then making small little changes in the existing indica in India. That’s point number one and the second is for your one lakh car this is just the product development issue and you are trying to introduce a global concept of using and engineering plastics for the body in white in place of steel. Is it going to work this global concept, will it work in a country like India? Do you have plans for the one lakh car going abroad, what I mean is, is that decision related to that? 

Ravikant

For the first question I will answer it this way this car was created for India, it is said that it is the size of an ambassador at the price of a maruti and things like that and you can understand that it was a good market survey and a neat definition of that market and the success of the car itself probably justifies that. the second part to this would be when you see the triangles A, B, C, D etc…when you are talking about this which segment are you talking about or which segment you want to address and the segment that we are trying to address as ours is a commercial vehicle is those segments which are contiguous to the segments which we have, I’m not trying to address the A segment in the Europe and if ever I was to address that segment I would be creating a vehicle for that kind of a segment. But I’m trying to satisfy the needs of that segment which is contiguous to the kind of segment that I’m addressing in India and therefore it is thru minor changes that I may want to do as far as that country is concerned. Perhaps this is the first stage of evolution of our entry into the car market and I think as the things go along we will be creating products to catch a larger piece in that market. As far as a small car in concerned we are working at it and you will see it in the market in two year time and all the technology options are being pursued whether it is for performance or finishes or materials and things like that, I am not in a position to discuss or disclose here what is happening or what has been decided or not been decided. 

Audience

Is there a common DNA in when you are making global brands and going across and when you talked about being a South African company in South Africa or Korean company in Korea, how much of a change you have had to make in your own value system and corporate culture to that? First of all if there is a common DNA in the global brand and second if there are any changes you have had to make in the …I mean how difficult or how easy it has been for you to make those?

Ravikant

There are two parts to it, one is of the thing is that we have withstood for more then hundred years like the trust, confidence, transparency, ethical values, etc and those are the things that still carry on whether it is in south Africa or Korea or anywhere you go because that is what we feel very strongly and that is what gives us a sustainable competitive advantage. And that is something that you really want to build up on. Unfortunately our brand is not known to those places so therefore we have to do what has been done over hundred years, we have to compress it into short frame of time but with that you have to add and that’s where I think is the opportunity lies for us. We are also known as being a old company and having older products and things like that, here is a opportunity and a new market that where we can create and mix that with more contemporary products and things like that, so you can understand if you have a combination of something which is a contemporary product which is more relevant to the customer along with the trust factor and all that you have a very strong combination. I think that it is not our own it is giving us an opportunity to create a brand so take the good things that already the brand is known for in India and add to it what should be there as far as new relevance in concerned. 

Audience

Mr. Ravikanth would it be possible for you if it is not too confidential just to discuss some of the things that you have done and to telescope the communications of these brand values in your markings. Such as in Korea for instance where I remember reading in the press the kind of short circuiting which ideas like trusteeship etc were shared with the local public. 

Ravikant

The one thing that we realized in Korea was that it is an advanced country and what they have done in one generation is really amazing and remarkable, they have gone from the GDP per capita of 400 US dollars to 13,000 US dollars. It is truly remarkable considering that India is just at 700 US dollars. When we first started talking to people we came across people who were like what is this third world country and unknown brand is coming and therefore we had to change our whole strategy and we started relying on our soft issues. So we did create a communication packaging and we met the president of the country, saw the ministers and saw the industrialists and the association people, vendors and the customers. We talked about this trusteeship concept and this I think sold very well because here was this big country which had big things like 50 billion US dollars kind of turn over but facing a crisis of confidence over the corporate governances are concerned. Here you are seeing this company that has been practicing this for over hundred years; therefore it was good fate which was coming of the hard side and the soft side. We are providing the strength on the soft side to this equation and they were providing the strength of the hard side. And the combination I think therefore was working very well. 

Audience

In the case of passenger cars and successive surveys and certain amount of success and customer experience would indicate that there is a quality issue. Is that the perception within the company or one can say that we are selling well so there is no quality issue? 

Ravikant

I think that there is certainly this thing …in fact we faced it right up front when we launched the vehicle we had huge quality issues and the…. Please understand I’m not making a justification for not so good a quality but we need to keep two things in the back ground. One is that it was a first foray into this as we were the truck guys and we were making a foray into the passenger cars. So we didn’t have much knowledge and experience. Second is that most of the cars that you see here are fourth generation of fifth generation cars of the platform and here we were starting at the first generation and trying to compete with them. so we had some initial problems but I think that over a period of time we got over of these problems and as you go forward you will see from the success because if we had continued to have problems then we would not be number two in the hatch segment and we would not be by far the largest player in the sedan segment and by far in the station wagon segment. In the station wagon segment people sell fifteen to twenty cars per month. We sell eight hundred cars a month. In the sedan segment we have a market share of 38% last quarter as compared to anyone else.  So if we continue to have that quality we would not have after five years this kind of market shares. So certainly I would say that the quality has improved but we have along way to catch up there is no question of that. Especially in fits and finishes and things like that; and some surprise elements which have come but we are working with consultants outside and working ourselves also and I think that …. We have ambition to grow many times in our car business and there is no way we can ignore that fact and we have to pay lots of attention to the quality of it no question of that. 

Dharen

Thank you very much Mr. Ravikanth, for the excellent insight into what is obviously one of the most exciting studies and I think that what characterizes is more then anything else is that you beautifully balancing between whatever you learn from them and wherever you can teach them a thing or two you do not hesitate to do that as well. Thank you very much sir!

[This gentleman has left the venue and he was escorted outside with care]

Two uniquely Indian companies wonderful both each in their own right, we have two gentlemen here who would have fitted beautifully into what old Mr. Ajit Huksar used to call the pronier or the professional entrepreneur, I don’t think I have come across in all the work I have done people who came from entrepreneurial families who cab get as professional as Harsh Mariwala and Jalaj  Dani. Marico is truly an Indian company to be proud of because in a sector like FMCG which is classically been dominated by the multinationals, it has always created unique things. And lot of the credit goes to harsh Mariwala’s intuitive, sort of art like way to conceiving of new unique ideas whether it is an oil product for heart patients or if it is the crazy idea of packaging of coconut oil and so on and so on. Marico is a company that takes its Indian ness quite seriously and in fact the theme of Harsh speech today is going to be leveraging India internationally. I think now slowly begin to move to the idea of what is it about India that we take in a unique way.  Marico international business group is within the top three export divisions among the Indian consumer goods companies and which is out to more then 20 countries in the middle east, Asian subcontinent, Australia and USA.  Its Kaya skin care limited I think we will all recognize as one of the very courageous step on the part of the FMCG majors to actually start a service business, to add this service element. So many of then hesitate and struggle and here is this brave company which started this company called Kaya. It offers scientific unisex dermatological procedures most of them using USA approved technologies and in just over two years Kaya now spans over 42 clinics in 14 Indian cities in addition to two in Dubai. And also in 2003 Marico acquired some controlling equity in Sundari LLC in the Sundari line of luxury ayurvedic skin care products. The ancient ayurvedic segment represents Marico’s first acquisition in a developed country’s entry into the products of skincare markets. I’m sure harsh will be happy to share with us both the joys as well as the sorrows of embarking on this journey. Ladies and gentlemen Mr. Harsh Mariwala!

Harsh Mariwala

God afternoon all of you. I’m going to talk about the Marico experience and the topic was mentioned very differently and I was quite surprised when I saw that but it is our story of the past and its work in progress in terms of going international. I don’t think that we have arrived but we have done well in some countries as you will se our experience. But as Dharen was mentioning that we are a FMGC company that had started in 1990 and we were primarily in branded consumer goods. And now services. In a way we are different in the terms when we go internationally I see value addition happening more in the down stream that is more at the consumer end as against many sectors like the BPO and IT where lots of value addition occurs in the back room. To that extent our journey of going international is quite different. Basically we don’t leverage anything of low cost, all our leveraging occurs in terms of value addition at the consumer end. Our range of products we have Parachute and few other brands. In skin care as Dharen was mentioning is thru my solutions thru kaya, and sundari which we acquired three years back. In wellness we have the Saffola brand name, we have edible oil and beyond that we have gone to healthy salts as well as functional foods thru atta additive. I think I will skip this maybe….how did all start? It all started with smuggling actually. Our products were being smuggled to Middle East markets and export of coconut oil at that time was banned, talking of early nineties and then we had to lobby with the government to allow us to export. In the initial stages it was only…when they used to give us license it would be only for some time and once the license was exhausted we had to apply for it again. It was very difficult to operate but over a period of time we were able to get the license but now it is free for export. Actually our journey is driven on three pivots; one is to cluster where the Indian are settled abroad so that’s mainly in gulf, US, Canada, Singapore and Malaysia. There are Indians in South Africa and UK but they have left the country so far back that they have forgotten what hair oil means. You also try to leverage the common media foot prints, there is common media that occurs in gulf and other SAARC countries. Finally there are some other neighboring countries where hair oiling habits still exists. Unfortunately hair oiling habits has died down except parts of Asia which is terminally SAARC countries and Middle East markets. So we have an opportunity to go to Bangladesh, Pakistan, Nepal and Bhutan. How did we go ahead? Basically we used to distribute the model to enter the countries, appoint distributors in the gulf, SAARC, US, Singapore and other markets and then we started investing in the brand just like what we do in India. Most of our initiatives in the FMCG section are thru the brand parachute because SAARC has the flagship of Marico and that is what we have leveraged outside India. As Dharen mentioned we are present in many countries, 90% of our exports are in the Middle East markets and Bangladesh markets and this is our exports line that has spanned over a period of time that is there from the years of 1996 to this year that is march ending of 2006 closing at 116 crores and next year we are targeting for 161 crores. That forms over a ten percent of our turnover. Some of the work that we have one over in the middle east, we are leveraging…started with coconut oil in the middle east and then gone into other hair oils which were not only sold to the Indian but also to the locals. So we have a range of four different variations of parachute brand like gold, lite, jasmine and this is again positioning for different things. Then from the hair oils we have gone into different hair care products like the hair creams. This is a big initiative that we took about four years back and hair cream is sold a lot in those markets and it is mainly used by Arabs. Surprisingly in the Middle East countries this is used by the ladies and in India we sell it to males but out there ladies use the hair creams. There is also another product that they use which is Hamam Z which is used post wash as a conditioner which they apply it on the hair and keep it under a wet towel and then wash it off. So we launched these two products three years back. And we also leveraged the local celebrities; this is a local celebrity who is a television actress. And the sales of Middle East have gone up in the last four five years. It is going well. Our cream is our largest contributor in the market today and it is mainly sold to the local population. In some markets we are number two players and the main competition is mainly from the levers and Brylcreem. In the UAE markets we have actually become number two within a period of three years. And the key learning’s that occurred to me in going international is we had to have a structure which only caters to the international business. In earlier days we tried to combine our sales and marketing with international business and it would just not take off and it was so small compared to the local businesses that it would always get a step motherly treatment and at that stage we said that if we have to be serious about the international business then we have to have a separate structure and a separate person who will be heading this business. I think from that time on our growth has increased in this area. We have to be in businesses which is not core for the MNC’s, I can’t be in shampoos where Bharat Patel exists because it is very difficult for us to compete with players like levers and P&G well. They have a global scale and R&D I can’t have that kind of R&D budgets not only that but they would invest in those categories is that what happened here in India in the shampoos and detergents. It’s a global war if P&G gets active and levers ahs to reduce prices you know. So I can’t get caught between these two and consciously we chose areas where we will not be caught between two MNC”s; I think that local insights are very important to develop products, the kind of products we develop for creams as well as Hamam Z as well as inciting with the locals is very important for us. Even advertising is developed in those local markets by the ad agencies which are based there. Similar agencies but they are based in advertising created out of Middle East. The other thing that we have got out of this is that it has taught us in advance the way to deal with modern trade and modern trade is catching up with India and we have been dealing with it in middle east markets for last five years so in a way it has helped us in the terms of gaining experience dealing in modern trade much in advance. And for our own people it was a great opportunity to go outside and travel. So all in all it has been a very good experience in Middle East markets, the sale is increasing and also it is very profitable. I will talk a little bit about Bangladesh now. its in a way those who have not been to Bangladesh, they are 15 to 20 years behind India in terms of whatever we are doing here. We started markets sometimes in 1995 and it was a very large coconut oil market and it has been dominated mainly by the local brands there. I think that whatever we had done here earlier here which made us succeed in mainly in the initiative of the area of packaging, this plastic packaging which is more attractive, convenient to economical or it is a one rupee pack which looks like a sachet but its is an alternative to the sachet or a wide mouthed jar and combine that with the best practices that we had here in India. 

Harsh Mariwala, MD, Marico: We have a 100 % subsidy here. I think I believe we are the largest Indian company in Bangladesh. We did a turnover of about 100 crore Takas last year which is about 70 crore Indian Rupees. It is very profitable. It is more profitable than the Indian market. 

We asked ourselves- beyond coconut oil what do we do? It’s a country where we have to identify some other initiatives. There is very little scope for hair creams or hair oils. So we said let’s look at the soap segment. We are not present in the soap market in India but we acquired two soap brands in Bangladesh, and this is just about 3-4 months back. Currently we are in the process of re-launching the soaps. 

If you look at our sales, it is growing well from 34 crore Takas to last year about 100 crore Takas, and we are expecting 156 crore Takas next year. In terms of market share, virtually from a zero percent market we have become market leaders with a 55 % market share. That completes the part as far as the branded consumer goods are concerned. 

Now as I mentioned to you earlier, we are limited by the fact that the hair-oiling habit is not prevalent in any other part of the world except the Asian markets. We said, “if we have to go outside, what do we have to do”?. So we decided that either we have to leverage Indian habits like hair-oiling or Indian food or some Indian raw material like spices or Indian coconuts or Indian science like ayurveda or any other source of competitive advantage which we may have. 

We also found that developed markets were very cluttered in terms of distribution as well as advertising. We could not create a brand, say if we had to go USA and other markets. The cost of entry was very high and most of the sectors were dominated by multinationals. At that point, we said that can we actually create a brand through an experience route and that is how we came up with the “sundari” brand. Its a brand which makes cosmetics- skin care cosmetics- based on principles of ayurveda. It was earlier a brand which was holed in stores but we have changed the focus. Now it has become a spa brand. We sell our products as well as the back-bar products for protocols in all the leading spas in US and all over the world now, and we have decided to concentrate mainly on the resort-spas, which are destination spas i.e. big resorts that have spas.…not the day-spas. 

We also developed new protocols in terms of training at the spas and treatments like “shirodhaara” and “marma points”  which are ayurvedic treatments, are given to the spas. 

We got entry into prestigious spas like Four Seasons, Marriott, Canyon Ranch in US, Oberoi chain in Mauritius, Best Western and many others. 

It’s a new business. It’s a completely different business compared to what we are doing here. It is B-to-B marketing as against marketing directly to consumers. It has taught us a lot of things…long lead times in terms of getting an entry, and it is currently a very niche brand to that extent it is not a profitable business. Last year we did a turn over of about 6-7 crores in this business, and next year we are targeting about 10 crores.

I will talk a little bit about “kaya”. This is a chain of skin clinics we started in India about 3 years back. We provide customized solutions for skin. We look at skin from 3 angles – problem skin, normal skin, and anti-ageing skin. We have a key differentiator in terms of having  a dermatologist in each of our clinics/. And the clinic looks like a spa. Recently, we also launched hair services in Bangalore. We believe that this is a unique business model because we have a doctor on board. There are no chains of this type internationally because the doctor cost is very high. Indian dermatologists cost one-tenth of what international dermatologist cost. We are currently employ more than 100 dermatologists for “kaya”. We asked ourselves if we can leverage this in some other country, and in that effort we opened 2 clinics in Dubai and just opened one in Abu Dhabi, sending doctors and practitioners from here. To me the advantage came in from a different business model where we could advertise what we are doing here as well as source from here low cost man power. We went through a huge learning curve in this business because the regulations in the middle-east markets were completely unclear…nobody knew. We did not know and neither the Government authorities know what the regulations were. Every time we got one set of permissions, somebody else would say we had to get other permissions, and virtually for 1 or 2 years we struggled a lot. 

I think most of the issues are over now…and now have got a clear picture of what we need to do. So we now plan to increase the number of  “kaya” skin clinics definitely in UAE markets. This year we are planning 3 more clinics in the UAE markets...2 or 3 more in the other ECE countries, one in Kuwait and may be one in Oman. 

So that is the kind of things we are doing. I would like to say that we are trying multiple business models for going international. One business model is consumer products way forward, second is “sundari” which is leveraging ayurveda, and the third is “kaaya” which is leveraging this business model for skin-care through dermatologists and our practitioners. 

Going forward, we believe that we have an option to expand in GCC and Bangladesh, and we are going to add many more products in the GCC markets. In Bangladesh we are going to leverage our soaps. We also identified some other countries where hair-oiling habit exists…to Pakistan we are exporting close to about 1 crore rupees but there are restrictions. We are trying to overcome the restrictions. 

We want to expand “kaaya” and “sundari” to Europe. I think what is done by the Organization beyond making profit is that this opened a lot of career paths for our people. One of biggest disadvantage we had as Indian companies is not being able to transfer our people to places outside India. Now we have our people sitting in the US, Middle East, Bangladesh and many other countries on a job rotation and across different types of jobs. It also enables us to leverage technology in terms of different businesses, and also leverage marketing done in India. It has also given us new domestic business ideas…for example hamaam. We have launched the same cream formulation in the Indian market which is also doing very well. And also we are leveraging some common advertising mediums. Actually I have seen in Kerala the product demand has jumped up after we have started marketing them in middle-east. 

Let me end this by saying that we have been passionate about the Indian advantage. We call it uncommon sense. We want to be global players in healthy living through distinctive solutions largely leveraging Indian advantage…and when I am talking about solutions, I mean what we do in “kaaya”. If you go to “kaaya”, you will be examined by a dermatologist so you get customised, individual diagnostics. This is followed by a treatment in the clinic. Post that there is a prescription- either for a topical application of a product, or if need be, ingestible products also. So this 360 degree approach to looking at an issue- for example, acne cream versus what we do for acne has a far better impact. Our dream is to actually create solutions not only for skin and hair but for wellness as well. A lot of work we are doing internally. I cannot share them here at this moment, but if we are able to do this solutions approach in hair, skin, and wellness then we see many more opportunities for us to go outside, in addition to what we have now. Thank you. 
Moderator (Dharen Chadha): Thank you very much Harsh. Let us move on now to another fabulous Indian company – Asian Paints. A massive market leader in the paints market in India- 3 times the size of power houses like ICI, Nerolac, and so on, built by a homegrown Indian entrepreneur, market leader, but more importantly a standard bearer. If there is a company in the paints market that sets the standards, whether it is in terms of trade policies or product quality, it is the Asian Paints and the multinationals follow…which is a very interesting situation to be in because we Indians are not supposed to set the standards. Standards are supposed to be set by the westerners and yet you have this company here which like the Tata Group has an amazing ethical dimension. This is the interesting thing that we now are beginning to discover. We are beginning to realize that only a few Indian companies are going to go out there and represent India. As Mr. Ravikant said, we have a responsibility to put India’s best foot forward…and maybe these are the companies that  put India’s best foot forward, because the Asian Paints company has an ethical dimension where there will be their products- washability of levels which the naked eyes cannot see- but that is just the way they are. Now apart from all that Asian Paints is a brilliant example of a company that may have been started by an entrepreneur but which is a power house of professionals, which has from the very early stages, brought in professional MBAs, other professionals, and seriously a cadre of managers that could be employed any where else in the world. Except, if you have 30-40 years of brand leadership, then your managers perhaps develop some sort of attitude. They can only play incumbent. They can only play leader.  Throw them into the market like Australia with a name like Asian Paints- you are up against Australian racism, you are in a situation where you are a very small player, your poor manager does not know what to do because he is used to having a few hundred crores of advertising money to spend. Now, this, which is the international side of the business, is what Mr.Jalaj Daani has been running for the past few years now. It is the most difficult part of that business; he is the guy who is single handedly building it at a scorching pace. In my personal experience of working with Jalaj,  I find that he is a remarkably fine leader with tremendous personal humility, but professionally very tough. He is here to share both the joys and sorrows of taking Asian Paints outside India. Over to Jalaj Dani. 
Jalaj Dani, VP- International Business, Asian Paints: Good afternoon friends. As I always say whenever I get invited to one of these sessions, that it is very glamorous I think to build a multi national business. I also think that it is equally stressful because what makes you successful in one market does not make you successful in some other market, and if you have that humility to learn as you go to new markets then you will probably succeed. Other point is that every one wants to build a global business but it is a journey, and we embarked on this journey a long time back, but in a fairly serious manner only in the last few years. The job is not over for us. I think you can raise capital- internationally- most corporates do in the Indian context today. You can buy material from all over the world. Some of us are beginning to sell material services and products, around the world. Some of us also source a lot of other things as we grow our business, but if we can do this all together at one time I think it is an art. I think organizations go through this journey only over a period of time, and may be we are at level 2 or level 3 or third step of this journey, and I think it will be at least 5 years before we know whether we have finally arrived. 

We are among the top 10 decorative paint companies in the world today…fairly large in this part of the world. We have paint manufacturing facilities in 22 countries. Our results are not announced yet but, for last year, sales across 600 million US super markets, capitalization of 1.3 billion, which is a reflection of quality of management and profitability. 

These are the brands we have acquired over a period of time. Berger is an acquisition we made about 3 and ½ years ago, and because of that we have manufacturing in a fairly big way in South East Asia, Middle East, and the Caribbean. Apco and Topmans is what we have in the South Pacific. Asian Paints is what we have in India and other parts of South Asia. In Egypt about 3 and ½ years ago, we bought a local brand which is Skip. 
I believe that as you become, or as you aspire to become a global player, and most of the people are usually national champions, it does not matter who you are…in some part of the world is where you usually start, whether it is 40, 50, or 60, some corporates 100 years ago or as back as 5 years ago. I think it is an orientation you have to develop over a period of time. The word I like to use is not multi national but meta-national, by which I mean it is beyond borders. Somewhere geographies are restrictive but what you are after are corporate customers. The questions that run in your mind, and as I was discussing with some one at lunch today, which I have not put here, is when Indian economy is growing at 10% then why do you want to be or go outside India?...a question people have begun asking once again. I think it is a question we need to continuously ask because what is it that you bring from your successes from abroad to India, and what is it that you are taking abroad. I think we need to be fairly accurate in these things, and this is something we need to recalibrate every year. Are you willing to take long term calls on some of the markets? Are you willing to go to markets abroad and expect returns in the short term, much lower than what you have in India? In India, the return on capital employed is 40% and outside of India, if we do 10-15% we are quite happy. Are you willing to adopt a challenger mind set because as Dharen started out saying you can be leader in a market, can take it for granted, but when you go to somebody else’s market then what do you do as a challenger? What is the difference you are going to make in that market place? How do you portray your capabilities? Is it service? Is it price? Is it technology? Is it a combination of these things? And what it is all about in this seminar is how do you build brands? How is it being done?

I will spend the next few minutes talking about the Asian Paints experience. We have identified, I think identification of markets you saw in the presentation of earlier speakers, is something that is very critical. You have got to identify markets to which you are best suited to serve. We have identified fast growing emerging markets because retail is fragmented the influence of contractors is fairly large. That is why our vision also states that we want to be the leading decorative paints company across emerging markets. We have taken the route of acquisitions because when you make acquisitions in emerging markets you get brands, you get access to the distribution network, you have ready made manufacturing facilities, and most of the time we spend evaluating people more than accounting or legal reasons. You buy the right company then you get great set of people on the ground on day one. Also it gives you size. Otherwise as a challenger trying to establish your identity, most of these markets are not very easy. 

I will spend the next few minutes on the human resource challenge and what it is to build values in these markets, whether it is with consumers or other stake holders? Today at Asian Paints we have more than 1500 people of more than 20 nationalities working with us. How do you respect cultural sensitivities? How do you put systems and procedures in place that take into consideration these aspects? Communication. How do you integrate? How do you inform people? When acquisitions happen…when low cost countries like India are buying assets allover the world, people’s first fear is that they are going to lose jobs. How do you build that common platform across all the employees? How do you create that win-win feeling as far as all the stake holders are concerned? Also it is very necessary to be truthful in these acquisitions. Are you going to lay-off people? Who are the people who are going to go? Why? Are you going to build the organization? Are you going to move jobs? And putting a performance-focus management system on day one, because, then at least at the end of the year, you have a basis on which you can communicate to people about performance and benefits. 

Also it is necessary to have a model, an operating model in place which helps you to transfer knowledge and skills. How do you take the best practices? How do you cross pollinate, whether it is technology, whether it is sourcing, how do you take it from one subsidiary to another? And again in every industry you have to figure out your own model. Every company has to figure out their own model depending on what part of the cycle they are in. How do you bring in that feeling of oneness other wise there is always us versus them feeling in most acquired entities. 

We have over a period of time launched TOP, which is Top Operating Performance as far as the supply chain and manufacturing is concerned. ESTRIVE is an ERP solution we use around the world…sitting in any part of the world you can access information as to what is happening. 

Now to what we call in Asian Paints as guiding principle which is the 4 values that we hold most dear…and how do we build on those and succeed in the market place…and 120 key managers that we identified as global managers…and how do we bring them in various platforms over a period of time. 

In our business, and this is something we have done lot of good work with Dharen also, we have learnt that the consumer buys the product once but the brand gets established 3,5,7 years hence so the same consumer comes and wants to use the same product again. When you do acquisitions and if you have bought the right brands, it really helps. Also the corporate brands are much more important than the product brands and this is something we have attempted to build regionally over a period of time in all these markets. 

In Sri Lanka we have bought the third largest player, this was in 1999, and through a launch of products we discovered that the brand we bought was not very strong, and this was our first acquisition within India or outside. We rolled over to the parent’s name, which was Asian Paints, and today we have a full range of products and services, and also we were able to take the efficiencies out of India. 

The company we acquired in Egypt, Skip chemicals, we renamed it  Skip Paints. Today, from number 5 position we have already moved to number 3 position, and we sell more than 100 crore worth paints in the Egypt market last year. 

We have also adopted common brand architecture across subsidiaries. So at the economy product range, in most of the markets we will see the brand Decora. In India we have grappled the brands like Apcolite, Tractor, and Three Mangoes. I think as we globalize our business we will have to migrate to some of these brands over a period of time. 

Berger, an acquisition we made in Singapore gave us rights to brands in 70 countries. We now have a fairly strong presence in the Middle East and South East besides leadership in the Caribbean markets.

Just to close, we at Asian Paints believe, each market is different and needs a different strategy. So you cannot take the experience of Dubai market to Oman or even to Qatar. Organizations have to align the products and customer offerings in each of the markets and it is never the same solution every time. For us, acquisition is a preferred mode of entry and localization of talent is a fairly big challenge. It is very easy when you acquire and send people from a country of billion people but you will have issues over a period of time, and we have spent a lot of time and money in creating local managers as far as these 120 key positions are concerned. You need to constantly keep your lines of communication open. And how do you leverage relationships whether it is an intra or inter group level. Also multi nationals are about processes…they are about robust processes…managing very different requirements, but ensuring that you are giving value to the consumer, because I have seen parts of our organization also getting carried away with processes and losing out on customer focus. 

Speed of integration. Clearly setting benchmarks as in how much cost you will take out, how much you will grow the market, what kind of market share you will have, and putting this with clear milestones from day one…and celebrating some of these successes as you make progress. Last but not the least we are in the era of SOx and other compliance issues. Control is a necessary and sufficient condition. It is necessary and it is sufficient but in the end it is all about trust because you are working with human beings. So putting reward mechanism in place for people to be truthful, to tell you the bad news when something has gone wrong out there instead of discovering at the end of the year after an internal audit visit and things like that. These are some of the experiences for us at Asian Paints. Thank you.

Moderator (Dharen Chadha): And now we move on straight to Mr. Geoffrey Colvin who I think is already with us. (Audience applauds and the moderator shakes hands with Mr.Harsh and Mr.Jalaj Daani as they leave the dais). Mr. Geoffrey Colvin, who is Senior Editor-at-large with Fortune magazine. He is regarded all over the world to be a leading thinker, writer, broadcaster, speaker on most significant trends in business. As a long time editor and columnist for the Fortune magazine, he has become one of America’s sharpest and most respected commentators on leadership and management, shareholder value imperative, corporate governance, and many related issues. When I spoke with Geoffrey a few weeks ago when we briefed him I made him a very special request. I told him “Please do not be polite”. His role is, as I said to him, “Hold a mirror to us so that we can confront the brutal facts that face us as we start the process of building global brands out of India. Thank you very much for coming. It is a real honor and pleasure to have you with us.

Geoffrey Colvin, Editor-at-Large, Fortune: Thank you very much, and I appreciate it. My topic is…holding a mirror to India…an outsider’s perspective…a westerner’s perspective. I want to be clear that that is exactly what it is. I am definitely not an expert on India. I am some one who has been very fortunate in his life to have the opportunity to see businesses of all kinds confronting the challenges of our global info-based economy…and to see companies dealing with these challenges…companies and managers….dealing with them successfully and unsuccessfully. I have had an opportunity to see what separates the winners from the losers and so I am hoping that this perspective may be relevant to you. 

I brought today’s newspaper just because, as always it contains headlines. I want to mention three headlines from today’s paper, which I think will help in guiding this discussion. I will talk a bit about what I think some of the issues are, and then we will have some time for comments and questions. I am hoping that you won’t be bashful about them. This is a good opportunity to talk. 
Headlines from today’s newspaper- number one: China economy gains speed. China’s economy grew 10.2% in the first quarter picking up from last year’s at breakneck pace. It seems almost incredible that an economy of that size could grow at that speed. It was 9.9% last year, 10.2% in this year’s first quarter. It reminds all of us that in a global economy, we are all facing competition from all quarters that we never had to worry about before…and it is really formidable substantial competition. We face it from where I come from and are having a terrible time dealing with it. It affects every one and there is no escape. 

Second headline. 10% growth feasible for India says Rajan. He is the Chief Economist of the International Monetary Fund. His forecast is 10% growth is not over optimistic. It is totally attainable. Down in the story he says the government needs to work much harder in getting employment growth to pick up, adding that strict labor laws and poor infrastructure were preventing India from competing in labor intensive businesses such as textiles and manufacturing. 

Third headline. GM posts 6th straight loss. New earnings release from General Motors, United States. In the most recent quarter, they lost only 323 million dollars. This was good news because in the same quarter last year their loss was 1.25 billion dollars. So this is the kind of news that makes them happy in General Motors these days. The point is who would have thought that the great GM would have 6 straight quarters of huge financial losses, and it would be on the brink of bankruptcy as it appears to be…and yet that is the reality of a global economy…a truly global economy. The predecessors of the current CEO did not foresee and did not plan for it satisfactorily at all. 

These headlines, I think, give us some idea of what the themes are. I want to be clear about this. I am going to talk about…I, as an outsider, perceive some of the strengths and weaknesses in the Indian business culture to be, and I want to do it with a particular focus on your topic in this Conference which is building global brands out of India. I do have a particular interest in brands. So I want to talk about that in particular.

I want to make sure that a few themes come through. First of all, obviously, India will produce major global brands, and that is not the question. The question is which companies will do it and when they will be able to do it? I believe the answer will depend in part on the evolution of Indian business culture to the point where it can embrace the economic value of something that is totally tangible as the brands that appeal to the global markets…and a brand that connects to the global markets. In a way they, for cultural reasons, may at first not seem totally or comfortably India. The answer also depends on the development of India’s consumer economy…not the consumer brands are the only brands. Obviously, business-to-business brands can be enormously powerful. But the consumer brands tend to lead the way in the development of sophisticated brand identity. In my opinion the development of the consumer economy will have a huge influence on the development of the global brands out of India. 

Overall, strengths of Indian economy as perceived from the outside. First and foremost the people and the their hunger for growth. The hunger for economic growth and the hunger for personal growth. This is overwhelmingly the great strength of this great economy as perceived from the outside. I think it is clear, well known, and talked about quite a lot. In addition, a part of this, an important part is the educational system that is producing hundreds of thousands, millions of graduates every year, who are well qualified to participate in a knowledge-based, information-based global economy. To the outsiders this is the huge part of the appeal. In addition, this is a familiar theme, simply the fact that it is a democracy with a legal system that is comprehensible and relatively dependable to any one looking to do business some place else…that is a huge advantage. As I say, it is nothing new for me to cite that but I want to emphasize it. It is really important. 

On the other side of the ledger…the weaknesses. It isn’t fashionable to say weaknesses any more. We are all supposed to say opportunities for development or some thing like that. Well, let us be frank. Weaknesses are words as perceived from outside. Number one…the obvious one which the IMF person mentioned- the infrastructure. This is a concern to any company intending to do business in a big way in India. I don’t want to dwell on it because this is a well known criticism. You have heard it all many times before. It has been cited very often and talked about a lot. 

Perhaps more provocatively, another worry is what about those who are not participating in the tremendous economic story of India? In other words, what about the hundreds of millions of people who are not participating in this tremendous economic growth? If such a large number of people are not participating, will there eventually be some kind of political reaction that could be sufficiently severe that the economy could become less competitive in the global setting. Well, you are better able to judge that phenomenon, but I can tell you that, to the outsiders, it is a worry. I am not referring to the stories in the newspapers the last couple of days about the idea of affirmative action and quotas in private industry and so forth. That certainly is the latest news about it. But more generally, the idea of a lot of people in the society, if they are being left out of progress, creates an unsustainable situation. To outsiders, that is a worry…not an immediate crisis, but a worry to be monitored. 

Another point. Again, since my mandate was to be blunt, it is sort of the opposite of the tremendous hunger for advancement that I mentioned as one of the great strengths. I was just talking earlier today with an executive in a major multi national company that operates in a big way in India. He is a high executive in an American company but he is an Indian, and he said “we came here for costs…for low costs; we encountered, somewhat to our surprise, very high quality, and then we encountered to our surprise, tremendous innovation, and that is what we are staying for.” Well, that is a huge strength. The worry or weakness on the other side is that, some one I was talking to recently, described as a mind set that remains colonial. In other words, it is a generational thing in a large part, but not entirely. A mind set that isn’t entrepreneurial, isn’t energetic, and to some extent is still encountered. I can tell you again from the point of view of an outsider this is a worry that they monitor. 

Even more, perhaps off the radar, but nonetheless real. It is a paradox. As India becomes integrated in to the global economy there is a certain amount of western influence that is necessary, inevitable, and desirable. But the flip side of it is the downside of the western influence…and I have to say that by simply observing as an outsider, there is a worry of that happening. What do I mean by the downside of the western influence? Well, I mean, a lowering of standards…a lessening of hunger for education…a lessening of the willingness to sacrifice today for tomorrow. I am describing the problems of my own country, and I write and speak about it a lot. These are tremendous problems for the United States, and I think they are going to cause tremendous trouble in the years ahead. We are lowering our standards, we are much reducing our willingness to sacrifice today for tomorrow, and it is a bad thing. Another concern is, as these influences come here will they cause the same things to or at least begin to happen in this economy? 

Well, I want to focus also on the idea of brands, and how global brands are going to come out of this economy? I think one of the big challenges is changing business models. There is a hierarchy of adding value, begins with simply producing commodities. This is what all of mankind did for thousands and thousands of years. It was the subsistence for life that all of the mankind in the world did for thousands of year. Simply producing, to be alive for today and tomorrow. About 500 years ago, we moved to the next stage of value creation, next stage in the value hierarchy…which is creating physical capital in order to produce what we need. In other words, finally, we were able to save a little more than what we need for consumption. We were able to produce physical capital, in the way of tools, in the way of ships, in the way of plans, factories. These things enable real wealth creation for the first time. The next stage in the hierarchy is the creation of intellectual capital, to permit the creation of differentiated products. Of course, this is what persists to this day, and allows all of us to create the wheel-wealth, the substantial wealth that surround us now…whether that intellectual capital is the formula for Coca Cola or the formula for the pharmaceutical or any number of other things. It permits the creation of differentiated products which create far more wealth and fame. Here we reach then, the subject of brands. Arguably the brand is the ultimate form of intellectual capital. It is after all nothing more than a word, a word that can be worth billions and billions of dollars. It is intellectual capital, arguably at its highest stage of development, which is why brands of course are attractive to pirates and people who want to steal them. In these lists of most powerful brands, you often see Coca Cola listed as number one…it is high up there. The former Chief Executive of Coca Cola, Roberto Goizueta used to say “if every physical asset that we own were destroyed tomorrow, we could borrow all the money we need to rebuild it, based on the value of brand”. In other words, for his Company, every thing physical was, in a sense, secondary. The value of the brand, the value of that word, was so great that it over shadowed every thing else. It was more valuable than any thing else the company owned. 

When I say the challenge is creating new business models, what I mean is, we all know that brands are valuable, but how many companies have the courage to use a business model that is actually based on the value of the brand? It takes courage because it requires confronting the business value, the economic value of, in the case of consumer brands, pure emotions - of love, hope, joy or on the case of business-to-business brands, other attributes - honesty, trust, values, purpose, all of which are deeply emotional. How many people have the courage to build a business that accepts the economic values of these things? 

A question! Could this represent a mind set problem in India? How does the business culture value these things as opposed to how it values tangible assets? Or as opposed to how it values engineering, accounting, software, and other left-brained disciplines that are so important? 
I stress, this is a question, I ask it as a real question. I don’t know the answer. You have much better sense of the answer than I do. And secondly, it is not about the Indian culture but it is a question about Indian business culture. To what extent is it willing to embrace the value of these things? These things that are at the heart of extremely successful brands. This leads to a larger question…where does economic dominance come from today? The conventional answer is that economic success comes from advancement and success in science and technology…because that is the way it has been for the past 300 years. Ever since the scientific revolution of the 1600s really got going…those places that could establish scientific dominance were also economically dominant…whether it was Western Europe in the beginning, later America, later Japan. Scientific and technological dominance lead to economic dominance. Any economist, virtually any economist, would tell you today that it is still the case. 
There is a counter argument however…and I mention it because it is definitely worth our consideration. As we all try to become dominant in science and technology, as well focus on how many engineering graduates we produce, this argument says that we are fighting yesterday’s war. We are not looking to the future. This argument says that science and technology are becoming commoditized…that in fact, as China graduates 650,000 engineers per year, technological advancement becomes commoditized. In fact the way economy adds value and creates wealth in the future is through right brain activity…things that involve creativity, imagination, and intuitiveness. Can this really be so? There is an argument that it could be. One good example of that would be this device - the iPod. Why is this, an example? Things like this, MP3 players, have been around for years. The MP3 players were around for years before the iPod was created. They never did much, they never caught on…they never were popular. This device does not represent a technological advance. What they did was take existing technology, design it beautifully, and create a very nice intuitive interface with the user. Somehow one view’s it with coolness, and somehow this thing has taken of beyond all imagination. It is powering the Apple computer company, earnings are up 40% every quarter, and hundreds of millions of dollars are profited. In the U.S., this device now has 76% of the market for these portable MP3 players…and the music that the Apple company sells online has 73% of the total market for online music sales. In fact, it has 10% of the market of music sales of any kind….totally revolutionalising the industry. The point here is that it didn’t represent new technology. What it represented was taking existing technology, and being creative with it, designing some thing well, using intuition, imagination, and creating a valued product. 

I am not sure that this is going to be the case, but it is an important argument that it can not be ignored. There are people who say that in the United States, the cool degree for graduate students to get now is no longer the MBA, the Master of Business Administration, but the MFA the Master of Fine Arts, because the young graduates want to do this kind of work in the future. 
Well, that leads to another question…what is the value of brands in today’s economy? Why are they important? This is a crucial question. They are more important than ever for 2 big reasons…one, we are in a world where everything is becoming commoditized, Quality standards are rising. It is possible for almost everyone to make some thing just like the competitors product, if not today then tomorrow. I keep referring to Coca Cola because the secret formula for Coca Cola was once a great competitive asset. It isn’t any more. Technology is now so good that any beverage maker of any size can manufacture a product that is physically indistinguishable from Coca Cola, that is from the consumer’s point of view, indistinguishable from Coca Cola. In other words, any body can make it, but only the Coca Cola Company can call that. The brand is where all the value is, but at the same time, brands are increasingly imperiled, they are increasingly in danger. Why? Because we are in the internet era, where the brand depends on the reputation of the whole company. It isn’t used to be this way. Consumers never used to care where Nike made the shoes. Now they do care. Now consumers care about the behavior of the whole corporation. One mistake any where can imperil the brand, and so at just the moment when these things have become more economically valuable and important, they also have become more fragile, easier to lose. 

Where does brand power come from? I want to suggest an answer I have found extremely powerful. This is based on work that was done some time ago at Young and Rubicam Inc, an ad agency, but it has been widely applied which I find very compelling. Brand power, they found, comes from 4 attributes…and the order of importance of these attributes really matters. Number one-differentiation, number two-relevance, and in fact those two are far more important than any thing else. Number three-knowledge, how much people know about your brand or company, and number four-esteem, how much do they like it. The reason this is important to most of us, even to people who are in the business of brands, marketing and so forth, instinctively ask as a first question, how do you get people to like our brand? Esteem, it is number four, it is the last thing. This is very counter-intuitive, but I believe it is absolutely so. Number one, most important, is differentiation. This above all, the brand has to be clearly different from any competitor, and paired with it, a close number two, is relevance. These things, above all, create brand power. 

Now, let us apply this to a couple of cases. Let us take an extremely powerful brand by every measure, the Disney brand. Is it differentiated? Totally! There is nothing like it!  You can’t think of any other company and say “oh, yeah, they are just like this”. Is it relevant? It is incredibly relevant. There are billions of kids in this world; there are billions of families with kids, and those kids all love magic and fun, and imagination. And that is what the brand name is all about. It is utterly relevant all around the world. Is it known? Yes! It is incredibly well known. Is it esteemed? Yes, it is very highly esteemed. So it scores near the top on all 4 attributes. It is an incredibly powerful brand. 

Now let us look at another one. That is almost there but not yet quite. You may be surprised. Rolls Royce. Is it differentiated? Yes. You would hardly say that there is anything that is like Rolls Royce. Is it relevant? No! Completely not. Even to those few people who are rich enough to buy a Rolls Royce, it isn’t relevant to their lives. It is certainly isn’t relevant to people who might aspire to buy Rolls Royce one day. The brand does not like that. Is it known? Yes, it is quite well known. Is it esteemed? Well, it is pretty well esteemed. But because it is totally irrelevant to most of the people’s lives, it isn’t actually a strong brand on these ratings, it never shows up. 

Next question. What is the nature of brand India? How does it rate on these four criteria? I invite you to think about it because you will know much better than I would. As we go through them, what do you think? Differentiation? Pretty high. I would think so looking at it as an outsider. Relevance? Not really, not very high. I think that may be right. When I think about these national brands, you know…what is brand Germany? Probably precision, quality engineering, and I guess a lot of people can relate to that. Lot of people around the world would want that. Brand Italy is probably fashion, style; good food, good living, and a lot of people would find that relevant. Brand India? I am not sure. I would ask you because you would know better than I do. But what would the attributes be and how relevant would they be to the markets world wide? Perhaps we can talk about this later in a few minutes. Is it no? Yes? Extremely well known. Esteemed? Yes. I would say very highly esteemed. So it does well on at least 3 of the 4 criteria. We might discuss that later. 

I am going to wrap up in a few seconds. As global brands come out of India, one of the most important questions will be how Indian should they be? How Indian must they be? Obviously there are examples of both kinds. There are global brands where the nationality is unknown and nobody cares. Right? Nokia phones are number one around most of the world. I am sure that 99% of consumers don’t know that it is a Finnish company, and they don’t care. Nestle...who knows and who cares. It is Swiss and I am convinced that most people don’t know it is Swiss. On the other hand, sometimes, it is important. Mercedes Benz-it is important that it is German. Gucci-it is important that it is Italian. It has been my experience that the best, most of the enduring brands are self-defined. They are based on a word that has no meaning of its own; the company is able to imbue it entirely with meaning, and they create that brand identity entirely on their own. Dell computers. Dell happens to be the name of the guy who founded it but it is lucky for him that his name happens to be a short word, easy to pronounce in every language, and it means nothing. It has a meaning in English of course, but it is a word nobody actually uses, so it is a terrific brand name. They are able to give it all its meaning whatever meaning it may have. The best brands are like that, in fact, going back a long ways, Kodak, a famous great brand, is an entirely synthetic word. George Eastman who created the company decided that he wanted a word that meant nothing in any language, and as a result, he could create all the meaning that word would ever have. 
As I mentioned, I do think that the development of India’s consumer economy would be key to its development of global brands. They are not the only brands, but they lead the way in the development of the branding ideas, sophisticated brand development. In my country which is arguably the best at creating brand identities, the economy is 2/3rd consumer related, about the highest proportion any where in the world, and it is no accident that this is the economy that has developed most of the strong consumer brands, and as a result most of the strong business-to-business brands. The development of the consumer economy turns out to be critical to the development of the brands. 

In sum, I want to say that the creation of the powerful global Indian brands is an issue of mind set in business culture, not capabilities. These are the questions. It is a challenge because mind set and culture are often the hardest things to change. It is also obviously a huge opportunity that some one is going to take advantage of, and take advantage soon, and I am confident. 

These are the points that I wanted to get across but we do have some time now to engage in discussion, have comments, questions, whatever you like. 

Moderator (Dharen Chadha): Thank you for the insight you have given us. The perspectives we could not have had are absolutely eye opening in many respects. Ladies and gentlemen, we have a choice-we could actually have the Q&A here in which case we will have real trouble fitting in a tea break or alternatively we could break for tea, and all those who have questions, by all means, I encourage them to come up to him and ask him what questions you have. Would that be all right? No? Shall we have a few questions then? O.K. 

First question: It is regarding words without meaning or words specifically created to give a brand name, and how much they relate to the society. I would request you to dwell a little bit on Sony. At one stage it became the symbol of what Japan stood for. Am I provocative in saying that is it a symbol of decline that it is today?

Geoffrey Colvin: Good question. Sony was a good example of brand that was created with a word that meant nothing. They created it entirely so that they could imbue it with meaning. It was a brand that was defined with a fairly heavy element of Japanese identity. I have to say that my perspective is that you are right, your conjecture and your question are correct. 

Geoffrey Colvin: To a brand, this can be a real problem. You see this, by the way, for most American brands too, and there are some who have done that. Whenever there is some anti-American demonstration around the world they go and burn down the McDonalds. It is a problem for them. 

Question: If the national brand comes to represent almost the nation, then they rise and fall with the nation. So, a few national brands come to represent almost the heart beat of the nation. So, part of your strategy for going up is to identify those national characteristics which the rest of the world will consider relevant, embrace it in a brand, and the brand and the nation go forward together. 

Geoffrey Colvin: Yes. I think that can work, but it doesn’t have to be. In other words it is also possible, clearly to create a global brand with no element of national identity in it. We can all think of several examples of these where most consumers don’t know where the brand originates nor do they care. Look…you can do it either way. There are good examples on both sides. But…I agree. If you are going to incorporate the national identity into a brand, make very sure that it conveys the elements you really want to convey. In other words, a German high fashion brand, they exist, but you know, it is not going to be as powerful as a German automobile that is well engineered. There is convergence between the values.

Question: You talked of Disney. As developed countries are getting older the relevance of Disney to populations in USA and Europe, and maybe a brand like Pepsi, which is positioned towards youth, compared to Coca Cola, relevance is going down. How do these brands get out of the spin that they have created? 

Geoffrey Colvin: That is a great question. How they get out of their problem is by making themselves more powerful in India, Indonesia and other countries, that have very young population. Some of them have not done a very good job of it. You mentioned a fact that I have not really talked about at all. Demographic factor is incredibly important in all of this. United States, Western Europe, and Japan are going to become very old very fast, and that has a huge impact on the brand strategy in those countries. China is also going to become old pretty fast. This is often overlooked, and is very important. 

Sessions: Is IT India’s Best Foot Forward

Dharen Chadha: This is to clarify that this is not the last session. Last session would be by Mr.Piyush Pandey, who will be here shortly. I request you all to please bear with us. This was something that was not expected by us. It is not our idea to rush these sessions and discussions. It is that we are in this unfortunate position today. We will take care that this doesn’t happen tomorrow. In the spirit of this, the three gentlemen who are sitting in front of me have very graciously agreed to limit their talk to 7 to 8 minutes each, and then open up for a much longer Q&A than we were be able to give you for the past few sessions. I think that is wonderful of them to do, and I would like you as an audience to make full use of nearly 20 to 30 minutes of Q&A that I hope to generate as a result of this gracious call on their part. 

We have 3 very remarkable players from the field of IT sitting in front of us. The question that is looking at us in the eye is “is IT, India’s best foot forward? IT has not only been the dominant exporter from India but also changed the way the world looks at India. You heard Mr. Deepak Ghaisas say this morning “we are made by Indians, and not necessarily made in India”. It is very interesting. Today the middle class software engineer is the most visible face of India to the developed world. It is also to use Michael Portest, probably the most developed cluster of competitive advantage with vigorous competition among lot of Indians, a strong supply of engineering talent, and the emergence of strongly related industry in the BPO segment. However the detractors of IT point out that our proposition of IT has not moved beyond the providers of low cost routine work. Not only are we not focusing enough towards differentiating innovation-based segment market, we are not doing enough to keep our historical competitive advantages like technical talent and English language skills well ahead of the world. We all know that the key challenge that faces the IT industry is to increase the supply of employable people, higher quality people. So the question arises, which is the question we put to these three gentlemen, “how far are we from building global brands in the IT space?” 

We have Feroze Vandrewala representing India’s largest IT services, TCS, who needs absolutely no introduction. Pradeep Singh, one of the pioneers in building a product-based company out of India, Aditi Technologies, and Sanjay Anandaraman, of Jump Startup, a venture capital fund with investments in firms like July Systems, Net Craft, Custom Asset, and so on. We will start the session with Mr.Vandrewala.

Feroze Vandrewala: Thanks Dharen.  When I walked in here the last session was just ending. I saw these billboards saying Building Global Brands out of India, I was trying to put that in the context of the Indian IT industry, and what we have done, and a lot of what I am going to say is not so much on TCS but on content out of the industry. Through NASSCOM, all of us stay associated, and try to do things as an industry and address the industry issues. I actually thought that may be, from my perspective, in the Indian IT industry perspective, the view that we took almost 7 to 8 years ago, was instead of building global brands out of India, which we think is happening and will happen, was actually building a global brand for India. And I do not know whether any of you noticed the NASSCOM logo over the last few years that actually says “India is IT”. 

I will take a minute to go into the history behind this. When the question of how we should look at the world, especially after the 2000 dot com bubble burst and things were not looking very good. Clearly there was an issue around whether this industry is going to remain as competitive as it has, and show the growth rates that we have had, the issue that came up and lot of us deliberated in terms of how we would handle this. We also had a turn over at NASSCOM where Devang Mehta, was the torchbearer and we lost him at that time. We actually sat down and took a view, and the view that emerged especially among the leading IT players who all had aspirations of building global brands for themselves-TCS, Wipro, and Infosys, Satyam, HCL, Cognizance. The view that we took is that though we have been very successful, the main reason why we had been successful, and, at least in the short term, the main reason why we would continue to be successful is, if we could build a brand or sustain the India brand. Because, in reality, the way it works is that today if you look at a large outsourcing deal that emanates from a United States company, Europe, Japan, or Australia or whatever, I don’t think we have reached that stage where they pick up a list and say “we think we should invite TCS or Infosys or Wipro or Satyam or whatever”. 

I think the process that goes through when a large piece of work comes up, and is deliberated at sea level is “why should we outsource this large piece? Is it something that we can run from- being outsourced? Meaning, not within the confines of the company but being managed by some body else, that some body would be a company with in their own geography or a global company or whatever. In this process of evaluation, I think it is very important that India emerges as an option first, and when we have looked at lots of large companies that are engaged with India at the moment, the process that actually gets followed is that we go to different countries, they go to India, Malaysia, Philippines, Sri Lanka, Israel, Ireland, Russia, Mexico, Belgium, whatever, and a consensus emerges that India has to be an acceptable proposition first. They don’t pick up…in a rare case a company may qualify, but in the first case India itself has to qualify, and once India qualifies, then of course every company that is short listed has to go out and do their own number, and try. So, all of us have to focus on the fact that India is well represented. 

So, what IT has done for India is clearly changed the perception of India- what Dharen talked about this. The very good way of reflecting on how that perception is changed is that all of us let us look at the key events that take place. I think the visit of the Head of State is a reasonably key event that takes place in any country. If you go back 7 or 8 years, any Head of State that visited India spent 3 days in India, of which 2 and ½ days were spent in Delhi and ½ a day in Agra or some such tourist spot. In that 2 and ½ days spent in Delhi would have one business lunch organized by CII or FET or some body and they would all sort of get together for 1 and ½ hours in a 2 and ½ day State visit. Let us take a look at any State visit that has taken place in the last few years, whether it is the Clinton’s or Bush’s or the Moreau’s, Beautaine’s  or Blair’s or Schroeder’s or take African countries or Latin American countries. The political end of the visit is no more than a day, and everybody wants to do what? Go to Hyderabad? Chennai? Bangalore? Bombay? What do they want to see? What do they want to do? They want to understand what this whole IT thing is about in India is. So clearly when we talk about positioning India I think no one is able to take away, and I am glad Dharen covered this in his introduction, that we certainly are responsible for changing the perception as far as India is concerned. Now clearly the issue is that, and I got some statistics here which I’ll allude to, our leadership position currently is that we now account for roughly about 65% of the global industry in IT offshoring, and roughly 46% of the BPO industry globally. This is that part of the industry that is actually offshored, that is, sent out from within the confines of the geography from which it emanates. 

This year the IT export industry would be about 23 billion dollars, our vision is as you know in terms of the reports that we have done to do 60 billion dollars, plus a head room for another 20 by 2010. The addressable market is around roughly 300 billion dollars, and even if we discount those 300 billion dollars in terms of what people will actually have appetite to offshore, is roughly about 110 billion. So we are currently playing at 23 billion in what could be a 110 billion dollar market. So our vision of trying to look at these percentages retaining market share achieving the vision by 2010 is eminently achievable. 

We currently account for roughly 28% of the total talent that is available globally in this particular business. Another important statistic is that the total quantum of that 110 billion that we talked about is only the IT services. The BPO industry is evolving, and clearly there is no clear set of numbers that is available, and that is some thing that we have to see how it comes along. 

Coming back to looking at where we are in terms of individual companies, building brands, and moving away from the India brand perspective in the last 2 or 3 minutes. I think one thing is clear…most of the companies that emanate from our business are clearly now focused on building a global brand. The issue that is coming on the table is that when you talk about the fact that when you are a global company, building a global brand calls for a certain amount of discipline and a certain amount of money we put on the table which has to be committed for a long period of time. I will take just a minute to focus on where the company position is. There has been a whole day’s discussion and you are all market practitioners who can understand brands and how they are measured and how they evolved, but at the end of the day where the company stands in the global league table of the business citizen is also an important function, I would believe, before you embark on the journey of the brand. If you look at today, let us take the example of TCS since we are the largest in our business. The brand names that come to mind when we look at the services at the end of the business, forget the Microsoft, and Oracle at the product end, and I think Pradeep will talk about the product end of the business…Accenture, EDS, CSE, CapGemini, Logica. IBM HP…yes, but they are again combined entities, they are services businesses. If you look at the parameters…let us just leave revenue aside for the moment, what are the other parameters that you can use to evaluate? What our global positioning is? I am not talking about brand but I am talking about just global positioning, because the positioning will lead to where we need to work to go to the brand. In terms of market cap, today, based on the yesterday’s price, TCS has the higher capital- for Accenture, forget CSE, EDS, all of them put together probably won’t come to the same number. Profitability? For the year that has just ended, TCS net profit is higher than Accenture. Talking in terms of number of employees, we are 60,000 they are 130,000. I suspect in 3 years, we will have more employees globally than a company like Accenture will have. 

So everything is in place and we now have to get into the mind set to make that investment to build that brand, find the tide line and all of these things that go with it. Just to conclude, what oil is to Saudi Arabia, automobiles was to Japan, electronics manufacturing is to Taiwan, luxury goods is to France and Germany,  I believe IT and overall services will have exactly that potential positioning to India. The reason I am saying overall positioning is because the last question in the previous speaker’s session was about demographics. If you take the sole issue of demographics think like health care services and a whole lot of services, we could as a country, actually in the next 5 or 7 years be like as I said what oil is to Saudi Arabia. The overall services could be something that India will have a global platform. We can discuss about these things later. Thanks. I am sorry I have exceeded my time. 
Pradeep Singh: Standing behind a podium is restrictive. I am going to cover a bunch of ground real quickly. I will start in the self congratulatory style of the IT business. It is remarkable- one way to use a statistic is in 1993 it is a publicly available statistic TCS is not, Infosys went public. Revenues here were 5 million dollars. Their market cap was 10 million dollars. Fast forward 13 years, revenues are 500 times bigger, and the market cap is 2000 times bigger. That is just startling any way you look at it. Yes. It certainly creates a brand impact any way you look at it. There is a but…the segment that IT services competes in is ball park of 400 billion dollars in the US…about 4% of the 10 trillion dollar economy….4% of the GDP. So what we have impacted is 4% of US GDP of which we have taken 5% share which is the 20 billion dollar number. Now, we have managed to take the Oxygen out of the remaining 95%, we have changed the dynamics of the 95%. It is very hard to do business in the remaining 95% without being aware of the cost of the 5%. We are competing in the small segment in the scheme of things in the large segment. 

The other way to think about it is that this phenomena has been enabled, I think we have to keep in mind, by some thing very fundamental that has happened in the technology in the last 10 years…which is that the Internet did happen, distances shrunk and telecommunications did make the world flat. We exploited that and we produced ball park, if you take NASDAQ evaluations, 50 to 70 billion dollars market cap. We did very well, but it is dwarfed by Google, Amazon, eBay, Yahoo, which are all phenomena which have a shorter life, they started in 7-8 years, exploiting the same phenomena. So we have done pretty well but there is a 300 billion dollar market cap created of the same phenomena. So as we self congratulate I think it is worth to keep in context what the accomplishment is. The accomplishment is good but constrained and it has got a bigger constraint coming-it is eventually a time and materials industry. And whenever you grow some thing at 35% to 40% a year, you depend on a notion that you got to put the labor in, skilled and qualified labor, 40% of a big number becomes a very big number, and that number is going to get bigger year after year. So that constraint is coming and there is no avoiding it. The way that curve is going to plateau out you just can’t keep the growth of the infrastructure of the educational system growing that rapidly. 
Pradeep Singh: In a sense I will say very quickly what I see about the service industry. Let me switch to how I assess and what I think about the product business. I came back in 1994 from Microsoft and I had an arrogance of a product boy. I want to be a technocoolie putting, hammering railroad ties in the Information highway. I want to build a competitive product for the planet, that was our mission statement, that was the reason we existed. So we built this thing called Talisman and we took it to the market. We took it to the market at the speak of the dot com madness; we were building a CRM software product to be sold to the enterprises, and it was going to be fantastic. We scored early wins, we were at Microsoft, we were at Dell, we were at New York Times, we had real run, we were doubling revenue every quarter, and we were going to go for it. We were not doing a half based commitment. We went to the market in late 1999 and by the end of 2000 we had 11 sales Offices in US, we had 4 in Europe, we had 1 in Australia, 1 in New Zealand, 1 in Hong Kong, 1 in Singapore. We had a 200 person sales organization. Isn’t that the way to play? If you want to build a product then go for it. 

God, I ask it. Late 2001 the enterprise CRM market dried up. The worst recession in the history of computing. We didn’t have any competitive advantage. We were running sales and marketing business which had no structural damage. We had a clever R&D team, big deal. When 90% of your cost structure is fundamentally an overseas cost structure, what do you bring to the table? You haven’t brought anything unusual or exceptional on to the table. So that was a big lesson. Just because we want to be the product boys, we want to move up the value chain, you got to think about this game some what differently, and that means, oh I have to got to do everything differently which a global brand creator does. The reason why Samsung is a brand, creating a brand in US is because Samsung is willing to sink 5 billion dollars into creating that brand. This cost of creating a brand, and if you create a brand in the traditional mechanism…I will create sales offices, I will create distribution outlets, you will have to get above the noise levels I will get heard, you better be ready to write very broad cheques. We wrote 90 million dollars in cheques, that was not a small number, and that wasn’t enough. It was enough that there were 200 CRM companies and at the end of it there were 7 and then 1, not bad, but we have never recovered the 90 million dollars. 

So in some senses, I think there are some lessons for us here. Yes. The romantic appeal of building product is great, but you have got to think through what competitive advantage you bring to the table. And in some sense, I think it that is the lesson Titan learnt it as well. Now one of things I am a firm believer in, why I admire iFlex, because iFlex is an interestingly different play. So it is alright. Wait a minute. We have got only small markets, the domestic desi market. We have a reference account with our owner Citibank. Then we will go to the low cost entry market called the mid-east. If you put 3 people there then we have as big a presence as the biggest software company in the planet. If you put 2 guys in Nigeria same things happen. So you go to small markets, you get positive cash flow, you get referensible customers, and you go to the next bigger market. You get success in the next bigger market, you go to the next bigger one, and you are still building brand in a traditional fashion, but you are building your brand in a successful mechanism after that, and that is one model. 
However there is, in some senses, a more interesting market. There are 15 million merchants on eBay today. 15 million merchants who have no store fronts, who have no physical presence, whose sole job in life is to figure out how do I get virtual traffic? I live in a virtual landscape. There are 100,000 people, it is amazing, and who have left their jobs, and make their money by being bloggers. All they do…there is this mother who writes every morning. Her’s is the 5th largest visited site; she makes a lot of money out of Google advertisements. So there is something else fundamentally going on, and it is a way to thinking about building a brand, and say, let me break the models, and I am really talking about the cost of building brand, cost of building distribution, which is to say that I don’t need to do the traditional way I used to do it. If you think of it that way then there is another way of thinking what IT means to you. It isn’t whether IT is a brand by itself, but if you think about IT as a component of what you do? So you buy steel, you buy iron, and you build a car. Well you also buy IT, you also buy labor costs, and if you start to think about the capability that this industry provides you, it gives you a million guys who know how to write a code. It gives you a million guys who can understand what this new platform implies. Now you think of It as an enabler for the rest of you, and that becomes an interesting proposition. Thanks. 

Sanjay Anandaraman: The great advantage of being the last speaker is that I can pause for moment, look very wise, and say that I agree with everything they said. In fact, I do, because to answer the question that has been posed, is India’s IT the best foot forward? The answer is yes. I think there is a huge but, with a single ‘t’, behind it. About 50 years ago if you had asked any one overseas about what their impression of India was, apart from all the negative connotations about poverty and such, they would have said, great for commodities, tea, coffee, leather, jewellery, and today, fast forward, the real question is, yes…we also know that India is great for IT, OK? And what kind of IT? Low cost high quality great technical talent. That is the big issue. The real issue therefore is, just like India has about 250 million head of cattle which is the world’s largest, it is also the largest producer of milk in the world, but we are not a player in the dairy products business, which means playing at the other end of the value chain. The question is, and this something that is of relevance to all the big Indian IT companies while they are going out there and competing, there is a lot of passive marketing which is a part of their business. The CIO who takes a decision has already decided that they want to reduce costs. Therefore I need to come to India which is the number one country for cost reduction. Once I come to India, I am going to meet the top 3 or 4 companies, and then I am going to make a selection. So, if you think about it, there is an implicit positioning of the whole set of Indian companies. Low cost, high quality, great project management, etc. We need to conquer that if we are thinking of building a brand out of India. A brand in my mind means something that is relatively price inelastic, gives a warm fuzzy feeling to the customer for buying it, and as they say in IT business, nobody ever got fired for buying IBM. The question therefore is if a CIO of a Fortune 500 company wants to get some IT work done, whether its in the US, whether it is done out of Russia or India or wherever, an Indian company must be part of that shortlist, not because of its cost reasons but because of the fact that it has the domain capability, and that is very important issue in my a mind as far as the brand name is concerned. It should not become a part of the choice set because it is offshore low cost India.
The second issue is, it is great jargon to keep using the word ‘global’, but what exactly is global? Does it mean the number of visa stamps I have on my passport of my every employee? Is that global? Is the percentage of my overall revenue that comes from outside of India, is that global? What percent of my overall head count is international, is that global? How local I am in each market, is that global? So, we need to be clear about what we are talking about, because words tend to have all kinds of meanings when they are bandied about freely without understanding the context. And therefore if we were to step back a little and say if we are going to start competing with the big brands even in the IT services’ space, and even both of these hold true namely there is certain amount of price inelasticity and the customer is neutral to where the work gets executed, and is not selecting you because of India, and believes that he or she will get full service capability anywhere in the world with the same predictability, quality, domain knowledge, etc. Then two things need to happen: we need to change the whole perception of low cost technical capability to one that is market insight driven which means investments, R&D, and innovation. The second big thing is we need to move out from passive marketing to actual huge investments in sales and marketing, and everything else that follows it. If you really think about the investments in innovation, R&D, and all that, it is not that the top Indian companies don’t have the money. There are huge amounts of cash being generated every year from their balance sheets. So instead of paying huge dividends out to shareholders, why not start making serious investments in building intellectual capital capacity, which is soft infrastructure, rather than investing in huge real estate projects which is hard infrastructure. To my mind that is the most fundamental change that needs to happen. Because, if you start to look at the growth and the profits of all the Indian IT services companies they are volume driven. They are not price driven, in other words, the value-add per employee or price per employee is a very strong metric of how strong your brand is. If the only way I am able to grow profit is by hiring more and more people, I am pretty much at the same or declining rates, it is not a sign of a great brand, and that is the key point I want to make today. For a moment don’t take me wrong, I have spent 20 years in the IT business, I am huge believer, but these are the things that we need to do because if we don’t seize the opportunity then there is a huge danger that this great movement will bypass us, just like it bypassed us in leather, gems and jewellery, in garments, and a variety of other businesses, and that is the huge tragedy that happens, because we have the innate habit to snatch defeat from the jaws of victory. All of a sudden we are unable to take that big momentous decision. We are very comfortable in the small comfort zone we have built for ourselves. We are very comfortable when we open Economic Times and read some thing that says Sensex at 12,000, bigger and better than DOW Jones at 11,000. It just boggles the mind when you see something like that. So the whole point I want to make is that let us not start getting consumed by our own rhetoric. We have done a terrific job, we have established a certain brand reputation for the country, now we need to build the brands that emerge out of this country, and that is a long arduous process. 

If you look at China whose economy is 2 and ½ times that of India, and they are known as the manufacturing hub, manufacturing location for the world. There is ‘n’ number of companies of the same size or bigger than any of Indian companies that is outsourcing business. They don’t have brands, the reason for that is that they have remained (bell rings) as job shops or contact manufacturers, or OEM and ODMs. To get into the brand space requires huge investments in R&D and innovation, and sales and marketing. One last point, if you talk to any of the Fortune 500 CIOs they will tell you that by and large most Indian IT companies look, feel, and smell the same. The value proposition to us is the same. We really can’t see any huge difference in the way they pitch to us, in what they tell us. So just go to the websites of Wipro, Infosys, and TCS, and tell whether you can really find a huge difference between them? Now you go to IBM global services, you go to Accenture, they have one thing there which is more important-they have a button which says Research and Insight. That is what that drives their next generation consulting and IT practice. And that is the space that the Indian companies, with their huge ability in the market, ably demonstrated ability, need to take advantage of. And that I believe will really lead to the creation of Indian brands that are global in years to come. Thank you. 

Dharen Chadha: Interactive session with these gentlemen. Anybody have a question? 

Question: Many of us who have been reporting IT, we have been asking the same question to the IT biggies, why don’t you get into products? And we have been given the standard answer which is fairly legitimate that these are 2 different kinds of business. Now, the service business one understands, and the product business one also understands. We can have a little more exposition which is very interesting is that you know R&D driven insight which may not necessarily be a product, what animal is that? What are you getting at? 
Sanjay Anandaraman: The point I want to make is you need to have market insight. When you walk to a customer location, you need to be able to understand and demonstrate to the customer, to understand his or her business, and therefore able to proactively spot potential problems or potential ways in which you can improve the company’s performance, it is exactly like what a high-end consultant would do. If you bring in say McKenzie, how do they achieve it? Take the case of new technology like RFID which is used for supply chain improvement and efficiencies. They create centers of excellence; they create places where they actually build huge domain capability, really understand how the technology works, they run pilot projects with a few friendly customers, understand the issues, try and derive metrics out of it, which can then start getting standardized, and then it becomes a practice which gets rolled out. I wrote about this last year in one of the magazines. I said, look, if you just take a vertical like insurance industry, where Indian companies offer services. In my estimate the top 3 companies employ in excess of 10,000 people and generate more than a billion dollars in services revenues in the insurance vertical alone. Can we find 5 people out of this 10,000 who can stand in front of an international class audience of insurance industry experts, IT experts in the insurance field and talk to them coherently, cogently, and knowledgeably, about the real issues in the insurance business on a global basis? And therefore what are the kinds of IT based solutions that need to be deployed to be able to derive maximum value. That is the key point. 

Feroze Vandrewala: I think you will find more than 5 in my organization. You might find 500 actually. I think there is a good example, and I will restrict myself to my own organization. I don’t know if you are familiar with one of the largest deals done in the IT industry. Last year there was a deal with a company called Pearl Assurance in U.K. which is a deal roughly about a billion dollars over 10 years, shared with 12 international competitors, and we were the only Indian company. This was the case of Pearl Assurance in the U.K., a conglomeration of Pearl Assurance, London Life, 13 insurance companies got merged during the last 15-20 years. That conglomerate ran 13 disparate systems based on the amalgamation that took place over the last 15-20 years. The only reason why we were successful is because we were the only people that could demonstrate in spite of competition from one of the World’s largest companies in the ability to transform those 13 systems to one single platform. That transformation project in the overall transaction is more than 50 million pounds. 

Sanjay Anandaraman: Let me respond to that in the interest of a heated panel discussion. The point I am trying to make is that it is still a huge demonstration of technical or technological skills. In terms of driving business top line I am not sure that we will get there and I am willing to stand corrected. It is always a cost saving sort of a driver. It is not a revenue-enhancing type of effort. It is a very different kind of approach. 

Pradeep Singh: I can be some body who can be partial in defense of services business, because I don’t run a 50,000 business shop. I think this is an unfair accusation. If you look at the trend line 12 years ago these guys walked in and said we will find you 2 bytes, called the Y2K bytes. That was the competence level. Today they talk at the CIO level. Yes, Accenture and IBM do still manage to get at the Board level, and no contest, but if you just push the trend line out, the comment I made was, yes, we only have 5% share of the 400 billion dollar industry today. We sucked the Oxygen out of the remaining 95%. There isn’t any business that gets serviced at that section where the guy doesn’t have to at least answer the question; it is no longer safe to say I bought IBM. You have to answer the question, saying why you didn’t buy the cost plane. And, structurally, you have got an economy at large; there are 2 or 3 ways you build a business. You build a business either on innovation and there are few examples of that, I know it is very glamorous, but Walmart is not innovation, Walmart is a mass scale play. Can I drive every other price point to the floor, and if I can, then I will put the rest out of business. So it is nothing to be ashamed of in doing a cost play. It is a dramatic play. Innovation plays are few and far in between. In many we might have to be careful in berating ourselves. On the other hand I will make one last observation on the comment you made, the separation between product and service is going away. There is a blending line coming across it, and we can pick that up separately. 

Sanjay Anandaraman: I am not berating industry. I am only responding to the question-how do you build a global brand out of India? For example, if today, if you look at the EMS or the contract electronic manufacturing of the outsourcing business, Taiwan and China have sucked out Oxygen out of all the guys who are playing in the US and western Europe. But do we have a single great brand that has come out from there? That is the point I want to make here. To create the brand you have to make the investment. Innovation is not always an intellectual property in R&D. Walmart’s innovation in RFID, their supply chain is unparalleled. That is the innovation, innovation in business models, innovation in sales and marketing. All of that is innovation. So the point I am trying to make is we have innovated in the remote delivery of services which is a huge innovation. The point is an IBM, an Accenture, an HP, are also doing that. What are the next steps? 

Feroze Vandrewala: The point you have made about CIO saying that an Indian company comes up in the list only if he is looking at the cost equation. It is no longer true. It is no longer true. In 3 years from now we will have more than 50% of their work force in the services base in India. So this whole journey if building the Indian brand, and I think is coming to its logical conclusion, the challenge for all of us, that is where I was concluding, is now all the big boys have started to make some investment, engaging global brand consultants, understanding what it means, what is the discipline, it can’t be that you run a program that is now going to put a 500 million investment, which means 50 million every quarter, and if in the next quarter does not look good, cut out the Forbes and Fortune pieces, do this and do that, and we will recover the next quarter, and that sort of thinking and discipline, which all of us need to understand and appreciate, evolving a byline based on the credibility that...work is ongoing. Within the next 12 to 18 months certainly from us and whatever the year, from other major players, you will see that. The point I was trying to make is that we are covering that ground of building that India brand, and now fortunately the global majors are building that brand for us by going forward, with investments they are making in India. Now is the time when we, having built that India brand have to go out and build our own brands. 

Dharen Chadha: Can I therefore try and paraphrase this whole discussion so far and ask the 3 of you gentlemen, a simple question. Forgive me, I am not from IT, call me simple minded. My question really is this “do we or do we not firstly as a country, have a sustainable competitive advantage in IT that goes beyond low cost? What would be the answer to that question from the 3 of you”? My second question is that we have got 3 big companies emerging out of this country-TCS, Infosys, and Wipro. Are they differentiated vis-à-vis each other? Are they differentiated vis-à-vis the competition that might emerge from elsewhere? These are my questions and I really like you gentlemen to try and answer this as briefly as you can.

Question: What the big 5 in IT, HP or IBM global services, would they allow a Wipro or TCS or Infosys to muzzle into their territory? I believe it is quite a competitive world having consulting for top 500 companies who they have them in their pockets now, do you allow 3 other guys to come and spoil their party? Would they allow it? These guys are big brands and have deep pockets. 

Feroze Vandrewala: The last question first. Till a few years ago we were playing in an uneven laying field. Just as much as some one made the comment that you don’t get fired for hiring an IBM machine, or you don’t get fired for hiring CSE or Accenture or IBM global services. So when we guys were going out and trying to bid for the work at a slightly higher value in terms of doing transformation projects or selling intellectual property or doing end-to-end solutions, you had this uneven playing field, and because of the nexus or history that you won’t get fired concept. The big difference now is that when any of these guys are going to their major customers, they are asking them “do you have an India delivery strategy?” The India brand and capability across a wide spectrum to delivery is now evolved. So as I said, Accenture definitely, IBM global services definitely will have at least 50% of their global work force in India. Now they are beginning to play on my playing field. If I cannot now, with half of their work force in India, go out and sell that higher end, and not being able to compete, beat the shit out of them, because they are having to learn the processes and methodologies that we have mastered over the last 30 years, recruiting 15,000, this year we will recruit 30,000 people. I mean, just the process and methodology that is evolved in recruiting 30,000 people, and getting them to be productive is something that an international company will take few years to be able to get anywhere near that skill. That is the answer to that last question. I think Mr. Sanjay Anandaraman will like to have a go at the other parts, I am one of the 2 interested parties, I will wait for you to answer. 

Sanjay Anandaraman: I am the bad guy; sort of balance and try beating up everybody here. The first question was can India really sustain the advantage? And kind of related question is that can Wipro and Infosys or TCS really going to be able to differentiate on that? The only way you can differentiate, as a country and both as a company going forward, is by investing in innovation. I am a very strong believer in that. Because, cost at some point or the other is going to catch up. I mean, if like Feroze said if IBM, Accenture and everybody else began investing heavily into India, we just heard few companies being acquired by global majors, then the whole question is how does one start ensuring that the same cost advantage continues? The salaries are going up; attrition levels are going through the roof, so there has to be a very strong element of innovation. That is the area I am personally quite interested in, and I am unhappy at the current pace of investment, because it takes a long time for that kind of effort to pay off. If you look at R&D to sales ratio it is kind of negligible. When I say R&D, really something that is cutting edge, not 50 guys bought on a billable project, sitting around and reading web sites. It should be really serous stuff. And that is what a lot of the top Indian companies are beginning to invest in and I believe the fruits will show of that effort, but that is going to be the single biggest determinant. 

Pradeep Singh: Well, the first part of the question. Do we have a sustainable competitive advantage? The answer in my mind is yes. Very simple. I have kids coming out of high school right now in the United States, and I watch the number of kids who want to go into computer programming in US, and the number is shrinking rapidly. Will this country continue to grow? People, who understand how to write code, understand software; understand the program managing, yes. So will there be a sustainable competitive advantage over the long haul, both from the cost structure perspective? I know salaries rise but this country is in…at the last level, it is poor. You know entry level, I can plot them for you, and entry level salaries have risen and doubled in the last 10 years. Every mother is waking up her son every morning and telling him, son you know what you will become? You will become a programmer. Supply will control costs, but we will build competence, so that is sustainable. In my mind I am convinced. 

I think the second part of the question is a wrong question. If you look at computing, if you look at brands from 20 years ago, and you look at the dominant brands in US 20 years ago, they are not the same dominant brands today. IBM kind of hung in there, but a lot of the brands have fundamentally changed. The question is not whether Infosys or Wipro or TCS would be interesting brands as you take the 15 year view out, some of these guys will execute well, and one or two of them will survive and be a brand, but much more interesting possibility to speak to, what Anand was saying, is that from this milieu will come, some of the ideas I threw out, people will build intellectual property. They will figure out lower cost mechanisms which will leverage ideas which are low cost, to be able to establish presence. The optimism will be that we will get some thing like a Google, or an Amazon, or something like that will emerge. So it is too early to predict what that is, but that possibility is on that map. I think that is the real question. These guys are big enough to learn how to execute, they are big boys and they will compete with the big boys. They are not bad. 
Feroze Vandrewala: Is there anything left to say? I tend to agree with the combined view. The big idea, I personally believe, will come from the fact that because of this whole psyche that we have on cost, products and services that require an ability to be able to address the cost delivery will be the next big thing that will come out of India or the global thing that will come out of India. To provide health care to 500 million people or their education or their connectivity, out of this basic necessity and need, and this market that we have, I think some interesting product ideas will emerge from our space, and some of us are dedicated, not massive amounts of resources as Anand suggested, but significant amount of resources to start looking at these possibilities. 

Question (Subir Roy): Number one-very simply, the 3 Indian top IT companies are utterly indistinguishable from each other. Number two-product ideas do not come out of thin air, you have to invest in them, as Pradeep has done and learnt about, whatever. The other point is that what has been stated acquiring domain knowledge being able to advise customers on how to get more revenue, not how to reduce costs, the entire Indian effort is focused on how to reduce cost. In what innovative ways can I get new revenue? That is the domain that is unattended. The top Indian IT company’s investment in acquiring people with genuine knowledge is abysmal. They talk in terms of 2 and ½ thousand to 5,000 of domain specialists, but actually there are no more than 200 to 500. The pace of investment in this is very slow. It should faster, and I will just say one last point that the reason for this is the tyranny of quarterly results which is why before TCS listed, I wrote a very unpopular article saying that TCS should not list. Thank you.

Feroze Vandrewala: Subir Roy, I know, you and I can sit down and have a discussion. You are based in Bangalore and better tuned with other two companies than me. So I won’t even go down that route. Pradeep gave me some very sensible advice. He said just tell Subir that I have noted everything down, and don’t respond. Some one said earlier that one good common denominator moving up the value chain is the actual net realization per employee. Since you do so much research Subir, please do me a favor, just pick up the last 5 years of balance sheets and show the world what that graph looks like. In terms of what, in a competitive world, and I am saying 5 years which includes some terrible periods. If the world is willing to pay that premium that you will see in that 5 year graph, what the top Indian It companies get per person, there must be something that we must be providing them in terms of intellectual capability for that graph to be moving the way it is when you plot it. 

Dharen Chadha: Any more questions? Ladies and gentlemen? One more then. That gentleman there (pointing to the left hand corner of the room)

Question: Can I shoot? Question is that how come there are not many Indian IT companies who have gone up the product ladder, and have had success like for example, iFlex. I mean, it seems simple and they had phenomenal success in their space.  

Feroze Vandrewala: There are 2 ends of the product businesses. One is the very high volume-low cost Microsoft kind of product business, and the other is the iFlex kind which is of the domain lead. If you look at the domain-lead there is a helluva lot of work, and as more of our companies now start to show segment wise revenues, if you total that up, I think in my case, 70% of the world’s settlement of shares and securities that take place anywhere in the world, actually goes through a system called NCS, which is an intellectual product of us. Now, we fear, we envisage 10 years to go to have a pricing model, of going and not by selling license of the product, but for pricing model for every transaction we will charge 1/10th of a cent or something, it would have been a fantastic model. But we all learn and live. Today if you look at the low end-high volume game, a company like Microsoft with complete monopoly, when they launch a new version of Windows, you know what their launch budget is? 2 billion dollars for an existing product! So in that end of business is all marketing, branding, and when we are to become 10-20 billion dollar companies, and have the guts to set aside ½ a billion or a billion in to play that large volume-low price game, it will come. But in the mean time it will be the iFlex kind of thing. What iFlex did very cleverly is that they focused only on that. If today you take Finacle out of Infosys, if you take FNS and NCS out of TCS, and I am sure there will be other pieces in other companies, because we are 3 billion my 200 billion that I do in intellectual property is just stuck in there. If I was a separate company and showed that 200 billion, it would be more on the radar screen. 
Dharen Chadha: We have time for one more question.

Question: You have a very valid point where between software products and services, the lines are blurring so actually there is no need…I mean the way world is emerging, people are not going to write or practice software. You use the technology and infrastructure to gain experience and write application software (ending not clear)

Dharen Chadha: one more question.

Question: This question has been repeated again and again about how the different IT companies are undifferentiated. My question is how much is it because of the neglect of the primary brand ambassadors, so to say, being dominated by the service industry, and your software engineer, would be your primary brand ambassador. Is there a unique culture, is there a unique image that an Infosys software engineer has versus a TCS software engineer versus a Wipro software engineer. So creation of a culture or the kind of training you give to your engineers

Pradeep Singh: A quick observation to that. It is actually just really hard to create differentiated brands and services offered that are people dependent. I will throw back the question to you. What is the difference between Goldman & Sachs, Lean Brothers, Merrill Lynch, Solomon, it is really hard to distinguish, and they all have a very similar value proposition. Value proposition at core is indifferent. 

Dharen Chadha: Are you saying that what can be done in Airlines, cannot be done in services? Is that what you are saying?  

Pradeep Singh: It is hard, and that is why I deliberately threw the investment Banks’ at you. Because they are premium brands, these are premium business brands

Dharen Chadha: They are differentiated, I can assure you. We have done research which says their personalities are very different. They have got different belief systems, different styles, they have got different attitudes,

Feroze Vandrewala: When you start doing an analysis of the DNA, the services offerings may be common, the websites may look common, but if you actually look at the personalities, they are extremely different…they are extremely different. 

Dharen Chadha: How is TCS is different?   

Feroze Vandrewala: The problem for me to respond to this Dharen is that I will then have to make comments about the other 2 companies, these are the competitors…it is not fair.

Dharen Chadha: I understand. That is fine. OK. Thank you very much, ladies and gentlemen, Shall we give these gentlemen a big hand for an outstanding discussion.

Dharen Chadha: We have somebody very special…you all know Piyush Pandey. He doesn’t need any introduction. What we thought would be a good idea, would be to get a creative person’s perspective of what he thinks you know Brand India could be. What could be that sort of Indian element in every brand? Given that the country of origin is the same, we have debated a lot about whether the country of origin is something to encourage or not, but wherever it is there, we had an excellent discussion just now on whether you can differentiate on the basis of the Indian software engineer, I guess where it comes from is that…in the Airline industry when Singapore Airlines decided that they were a small airline coming out of Asia, and that they didn’t have the hardware, they could differentiate on the basis of the Singapore girl. This little woman who embodied the idea of oriental hospitality in a very special sort of way. While discussing with Piyush, I said is there a way by which we can, say for instance, consider the Indian software engineer and make a brand ambassador out of him? Is there a softer aspect to it? I remember asking the same question to Kamini Banga months ago, and she said some thing very interesting to me. She said, “You know when somebody hires an Indian software engineer, they just don’t hire him but they hire the whole family”. I think it is a very interesting and insightful observation. I have left it to Piyush completely as to how he wants to do this and I know that he will give us a very unique and a very special perspective. There is nobody better than him to do it because Piyush has brought pride to Indian advertising. He used to say about British advertising, it is best in the world because it is so British, and I think our advertising industry was at one very critical stage led by this man who personally took it upon himself to give Indian advertising an Indian character. There is nobody better than him, let us give him a big hand. (2:16) 
<Applause>

Piyush Pandey: After he said such nice things about me, I feel really bad to call him a dog, dog because he told me that you are to be on at 5:00 sharp, so be here at 4 to 5. The entire purpose was to torture me, a man who can’t use the computers, to sit through some big time IT guys out here and listen to things that I can’t even comprehend. I shall settle this one at some other time. He also gave me a very simple topic. Give a personality for Brand India. I said, yeah, great. I want to start this by going a bit back in history. In 1865 a man was born in Mumbai. A man with tremendous gift of power of the pen, a man who was creative with words, a man who had international media behind him, and that man was the first to define a personality for India…Brand India. And he was first to give an image to India, Rudyard Kipling. It has taken a 100 years to try and erase that image of elephants, snake charmers, and large turbans, and I don’t think that it is totally gone. I want to give credit for this one…thanks to the Tatas that they have given relief to the elephants by giving us rails, roads, and airways. Thanks to the fashion designers in the country for not promoting the turban any longer, many thanks to Maneka Gandhi for putting the snake charmer out of work. 

So if you come to India of today what exactly is India? A very fast growing economy, a part of BRIC now. The only uniqueness is that we are the only vowel out there otherwise we would sound like BRC it is a bit like BMC and that would be a bit disastrous for us. If you look at it, the consumerism is booming. If you look at the stock Market, I know a lot of you have become rich on that in the last 6 months or so. 

India is about as we heard earlier, information and technology and BPOs. It is about our ability to sit at Goregaon and make people believe that we are sitting in Oregon. There are a lot of unique things about India at this point of time, we are about biotechnology and pharmaceuticals, we are about bollywood and fashion designers, we are about art and cricket for the cricket playing nations, we are about our exotic locales. A place where you should visit, we are about spiritualism, we are about yoga and natural therapies, we are about wellness, we are what we are coined by the Ministry of Tourism about “Incredible India”. 

Now, does that give us the leverage to Brand India? I don’t think so. Let us try and dig a little deeper. Some people say India is about intelligent, well educated people. It is a place of higher education; it is a place for IITs and IIMs, medical colleges, to excel. It is a huge pool for the multinationals to resource from. Are you about being intelligent English speaking people who can carry their talent? I still don’t think that is where the answers lie. (6:06)

I think India is about a very unique spirit. I will outline what I mean by unique spirit. It is about people who have learnt to live in a world of diversity, in a fairly harmonious way. There are so many cultures and yet we are able to live in this country in a peaceful fashion. It is about the people who have learnt to adapt, adopt, and assimilate new practices. If you look at the food that we eat, if you look at the clothes that we wear, it is a fantastic combination of east and west, and after we eat the Chinese food in India we don’t like the Chinese food in China. So, it is a wonderful ability to bring things together.

I think one of the most important parts of the Hindu philosophy is that life is not about finality, it is about a continuous process of going-on, and if you look at Indians, we are willing to change and we are very good at managing to change on a day to day basis in life. It is about people who fight against odds and emerge winners. If you look at Indian sport, where are the stars coming from? Jharkand…the man is ranked number 1. I don’t think he had proper shoes to wear when he began playing. I don’t think he had proper equipment when he started off, and yet there is this ability to fight that depravation, and being able to compete in the world, that is what India is all about to me. 

If you ask me what is that, which the brands can learn from these? I think these are the unique features of Indians, and I call it India is about Incredible Indians. Indians, who are simple, Indians who are adaptable, an India where the family becomes a part of employee’s office. It is about ingenuity. It is about taking complex problems and simplifying them. Look all around you. If you can dim the lights here I will share 3 examples of what I believe embodies the roots of this country and its people. (Lights are dimmed; the camera pans out for 3 audio-visual advertisements screened on either side of the dais. The products in the advertisements are Fevicol, Centershock, and Asian Paints). 

If you look at the 3 advertisements, I could have picked up many more, what is common is simplicity, (camera slowly zooms in on to the speaker) strong visual language, universal human truths, that are actually rooted in the products. Now, when the connection is rooted in the products, when the spirit of India is captured there, it can apply to anything that we can do. It can apply to IT; it can apply to Fevicol, Asian Paints. If it is Brand India, what does made in India stamp signify on any product category? To my mind that is where the answers lie. If America is about optimism and that spirit of “can do”, if Japan is about innovation and miniaturization, and if Germany is about precision, I think India is about Incredible Indians. If I was to take 4 or 5 values of this Incredible Indian, I think brands can leverage on them in the nature of those brands as we build them, and I would say those values would be simplicity, expressiveness, warmth, human, emotional, real and earthy, honest and intelligent, and perhaps never niche, things which are never relevant to many more people. Interestingly, some of the brands which are already global, from people to products, reflect these values in any case, whether it is bollywood songs, yoga, vaastu or Mr. Narayan Murty. If you look at them carefully these are the values that they carry. 

I will show you one last piece of work to end this. A film that Bryan David had done some years back which traveled the world, and it features the man who represents the true values of Incredible Indian, may be the man is no longer relevant to the youngsters of today but the values are. Please roll the film for me after you shut the lights. (Lights are again dimmed and camera pans out. The clip is about the last journey of Mahatma Gandhi). Thank you. (14:48) <applause>

Dharen Chadha: Thank you, Piyush. Thank you so much for capturing what is very difficult to capture, and I don’t think there is too much to say about this. We know it, we know what intangible spirit is, and we have to find a way of leveraging it. Thank you very much, ladies and gentlemen for being such a lovely and patient audience, I am really sorry about some of the glitches we had today, and we will do everything we can to make sure that we avoid these tomorrow. I look forward to having all of you back tomorrow at 9:00 AM, and we have got an equally, if not more exciting bunch of speakers, talking about some of the most interesting facets of brand building out of India. Thank you. Good night.

Welcome back. Obviously as you can see people are onto a late start, it is a Saturday morning. We waited as long as we could but we cant wait longer because it will have a terrible knock on effect on the rest of the program so we must go ahead now. We thought that it would be a good idea to spend a couple of minutes just reflecting on some of the big things that emerged from yesterday. So what my team and I have done is we’ve made an attempt to try and put down a few of the key things that emerged from yesterday so that then we can pick up the thread from there and move on. Actually the process of summarizing a workshop, a seminar of this nature is going to be a little difficult to do too quickly because as I am sure you all will agree that we are exploring a lot of these areas at this point in time, and therefore what we can do are very tentative summaries . But really it will take a little bit of time for us to sit down and reflect about all of this and what I want to assure you is that both ISA and momentum websites will carry summaries in a few days time and all the speeches etc will be loaded onto them, so you will have the opportunity to go back to some of this material. Lets look at some of the things from yesterday. I know one thing that we saw was the difference between thinking big and talking big and I think that Jahangir Pocha’s session especially was a revelation in terms of how the Chinese don’t talk very big but they actually think very big, and that we may have a little bit of the reverse issue.  The second thing that I think may have dawned on a lot of us is that when you talk about the scale of what is required and when it dawns on you, is when you realise that really a lot of our companies are a long way from there and the recognition of that first brutal fact is maybe the best thing that we could do ourselves. If you recognize that it is going to take a while and we are going to have to confront a lot of facts that are not very pleasant to confront, but that what we’ll need is unwavering resort and get prepared for a long long fight. The other thing that emerged across the Titan case, the Iflex case and LG especially was the need for focus, how we need to choose our markets very carefully, how we need to show respect and commitment to the countries that we enter and therefore the need to tailor products, and at the same time to preserve core values. Kodak for instance is memories all over the world but if our market needs more digital products, they will do more digital products. LG pretty much stands for the same things everywhere but look at the way they have adapted themselves to the Indian market. And above all be a local company wherever you go, respect those institutions, respect those constituencies, build your relation with those stake holders, like you have done it here you will need to do it there. Everybody seems to need a road map and everybody needs to move with tremendous speed as well, but we may consider the fact that the learning from the Japanese and the Korean and the Chinese clearly seems to suggest that if we go and attack the 500 pound guerilla on day one, chances are that we will get crushed. So there is a great deal of sense in moving from the periphery. A lot of our brands are going to have to relearn the skills of guerilla war fare which they are not used to and Asian paints is not used to being a guerilla, a Tata is not used to being a guerilla but they are going to need to adopt those sort of needs, those sort of tactics, start at the peripheries, chip away, gain your strength as you go forward till you are ready to hit the mother load of the demand as it were.  The stunning session that we had from Jeffery Colvin yesterday was frankly an eye opener, because here we were talking about science and technology and you are going to hear a lot of science and technology today as well, and it is very much an area where we seem to have some serious advantage. But the idea when he held up that ipod and said this is not a product of technology, the technology has been around for a while, this is a product of imagination, this is the product of design, this is the product of the right brain aspects and then he asked a very very I would say profound question. He said can business models and business strategies, he said are you brave enough to build your business models around your brand values, that’s a revolutionary idea and yet when you look at it you get a sense of an inevitable surprise, you don’t feel it is outlandish, you feel it can be done. Immediately after that the IT session in fact brought that whole thing into sharp focus where thanks to Subir Roy -who today is in the seat of a speaker and yesterday was in the seat of playing the role of a trouble maker- thanks to his insistence on forcing the people who are representing the IT industry to answer the question. I think we discovered that value proposition might be common, but where they might be probably leaving a lot of money on the table are their cultures and their brand personalities which can surely be differentiators. I would sum up the whole thing by saying to those of us who are going to venture out, I think it was best put in that word by Mr. Ravikant, responsibility. I hope we realise what kind of responsibility is on us because frankly the  first few forays will sort of set the scene and if the first few forays are from companies which have shown tremendous professionalism, tremendous corporate governance, then Brand India which will effect all Indian brands could actually stand for something positive and that I think is the best way to summarise the opportunity. Right ladies and gentlemen, having made that little attempt to try and summarise some of the key things lets move on now to the program today where we are going now to shift focus away from IT which was our last session yesterday, to take a very strong anti IT attitude this morning. Michael porter who is considered to be the world’s greatest authority in competitive strategy and I think he deserves that reputation- personally I think he is perhaps the most cutting edge thinker on that subject- has been a little uncharitable towards India in a lot of his pronouncements. He has said for instance that the trouble with Indians is that they don’t know how to take criticism. He has gone on record to say that I have deep affections for Indian but our problem is that they react so violently and they don’t understand the diference between critique and criticism. The other thing he has gone onto say very interestingly is that India really if you give it a cold hard look is a one trick pony, and IT is all that it has in terms of global competitiveness. In many ways our obsession with IT can be compared to our national obsession with cricket. Just because we are taken a little more seriously by the world here we tend to lose sight of the potential and importance of a whole lot of other opportunities. But can the success of IT be indicative  of India’s global competitiveness, can India’s success in IT ensure  all round prosperity for a country as large and diverse as India? We heard yesterday a foreigner actually say to us, we are worried that your economic growth is not trickling down. He said that we are worried that if it doesn’t trickle down that there will be a political reaction which will throw this entire agenda into serious jeopardy. So when they are looking at Brand India and they are asking those questions, I hope we are asking those questions. I come from Bangalore and the recent trouble over Dr.Rajkumar’s death I submit to you was not at all about Dr.Rajkumars death, it was about Kannadigas who feel disenfranchised, who feel that all this growth, all these wonderful outsiders and all this IT stuff leaves them completely untouched and I  think that there was anger there, there was serious anger. There was a beautiful piece some time ago in the middle of the Times of India which talked about a wonderful case called Jodhpur handicrafts. This particular journalist wrote about how in the city of jodhpur a whole lot of discreet firms have somehow found a way of getting together and that they create more employment if I remember correctly in one city than the entire BPO sector put together. That they ship products out in millions of dollar worth and that they sell through Walmart and Target and so on. So the question is that are we leaving too much money on the table by ignoring all our other areas of competitive strength where India can build global brands? We tend to lose sight of a lot of opportunities by classifying sectors as sunrise, suntech, high-tech versus low tech, manufacturing versus services but as Potter puts it very well, he says there are no low tech industries, there are only low tech firms. If we choose to ignore manufacturing I think we will do it at our peril, if we choose to ignore agriculture I think we will ignore it at our peril, because these traditional clusters is where we have a lot of advantage, this is where our people are and I think that we may just miss the point entirely if we don’t give them attention, that is my personal feeling. We have here this morning a fabulous bunch of speakers, each with a very original point of view  on this whole subject. Let me start of by first introducing Ravi Naware of ITC who like Mr. Ravikanth whom we saw yesterday is a very unlikely marketer, but again to my mind a very deep marketing thinker. He is an engineer and has spent the bulk of his life on the technical side, but is today running the ITC foods division which achieved a turnover of 800 crores already, built by Ravi and his team and it is ITC’s commitment to agriculture- we might have some more issues about tobacco- but its ITC’s commitment to agriculture and the kind of competitive advantage that can be created on the basis of processing foods etc. is what is very exciting and if we build a serious advantage there, then maybe we will have  few global clients from there. So Ravi is there to represent agriculture processed foods. We also requested Dr.Ashok Jhunjhunwala- who I am sure needs no introduction -of IIT Chennai to speak about the tremendous opportunity that India has in engineering with its abunant supply of human resources and a scientific base, which is vital for any kind of innovation and upgrading in any sector. We are already seeing potential emerging in sectors like auto, auto components and key product implementation and when I met with Dr. Jhunjhunwala in his office in Chennai a few weeks ago, he told me of some very exciting things that are going on in the way private sector is collaborating with each other in some of these industries, and I am sure that he will speak a lot about that. But to tell you a little more about Dr.Jhunjhunwala, he has spent over three decades in educational research beginning his career with Washington state university. Since then he has been teaching in IIT Madras since 1981. He has been closely working with industry in the development of a number of telecommunications and computer network systems. He was awarded the Padmashree in 2002 and he has been awarded the Shanti Swarup Bhatnagar Award in 1998, the Dr.Vikram sarabhai Research award for the year 1997, the Millenium medal for the science congress in the year 2000 and the H.K.Phorodia Award for excellence in science and technology. He is a fellow of many bodies and a member of the Prime Minister’s scientific advisory committee. Dr.Jhunjhunwala is a director on the board of SBI  and many others companies and is an alumnus of IIT Kanpur. So you don’t get more distinguished than that to discuss this subject. Our third speaker today is Subir Roy who I think we all need to thank for the kind of deep questioning that he brings to some of these issues. Subir is an associate editor with the Business Standard. For those of you who have not already seen it I would very strongly recommend his book Made in India, a study of emerging competitiveness. I would recommend it because I think that nobody has taken the kind of trouble that he has taken to build an entire body of empirical evidence on the nature of India’s competitiveness. It is very deeply thoughtful and very deeply researched. And I think Subir Roy will add a lot of value to this session today. With those words I am going to hand it on to first Dr.Jhunjhunwala. Subir would you like to go first, come. 

The point before us is whether the global competitiveness that we have achieved in It whether it can thereafter be passed on to other sectors. The study which Dharen referred to that was done about 5 years ago and as the subtitle will tell you, in emerging competitiveness I had looked at something which was very nascent and the main point in the study was that it has not yet arrived but it is getting there and the only sector in which Indian capabilities could be said to have truly arrived was in IT. Fascinatingly in the last 4 years or so a sea change has taken place in India as a result of which if you simply follow the popular press you will find expert after expert saying that in this sector and that sector and  in that other sector Indians or Indian capabilities are emerging as recognizably globally competitive. Now that is what I wish to look at that - what is most important is that have the rules of the game changed. That when you are at a very early stage of seeking to achieve a degree of global competitiveness then you need to follow one set of rules and you need a particular type of environment. Actually the point in my study was the emergence of  competitiveness in very selected fields and in selected companies- these industries and these companies have emerged competitive despite being in a what can best be described as a slightly hostile if not indifferent environment. And one of the most provocative lines or quotes which  is there in that study is of Mr. Mahesh who  runs Sundaram Brake Lining and he quotes a Japanese expert as saying Mahesh don’t try to change India, build a wall around your company and make it world class. I think that’s where we began. But today fascinatingly, India is changing. It has changed enormously in the last few years and it is necessary to reformulate the rules of the game and what are the priorities today. Very simply, in order to underline the change that has taken place, it has been said that without a proper physical infrastructure you can get nowhere. But if you see today that exports have crossed a hundred billion, the share of foreign trade to GDP is going up and the state of the logistics in the country is much better. The simple point that I wish to make from this is that the fear of infrastructure collapsing and not being able to handle growth of the faster order has been set aside. Then looking forwards we will see private public partnership in delivering infrastructure so that infrastructure will remain a problem definitely, but it will not be something that will destroy the whole economy. I am just saying this so as to identify what has changed. Now looking away from IT to other sectors the most obvious sector which comes to mind for most is pharmaceuticals where there is now a globally accepted recognition that Indian companies are competitive in specific ways. The interesting thing about pharmaceutical competitiveness was that it had historically arrived before IT but then why didn’t we talk about it. We didn’t talk about it because we were probably globally slightly embarrased about it. What we did was we produced generic bulk drugs and we supplied it to the world and became a global low cost high quality producer of generic bulk drugs, and we reversed engineered or copied any number of patented drug formulations of the world and sold them in the Indian markets and in the unregulated markets all over the world. Now this is really something that you could not go to town on. So simply to say that that is another area where Indian competitiveness has not only emerged but in fact had emerged earlier and today it is now becoming more and more robust in the sense that leading Indian pharmaceuticals firms are going actively around the world and are picking up firms either by way of acquiring manufacturing capability or their intellectual property or their marketing set up to their brands. So pharmaceutical is the obvious first industry that comes to mind where competitiveness has spread or in fact had actually come earlier. The next area is auto components about which there is no need to talk about because that’s all there, then automobile assembly heavy engineering, power plant equipment produced by a company like BHEL, reactors produced by a company Larsen and Tourbo and in entire plant fabrications. Then there is an emerging competitiveness in steel. Before one of the companies carefully studied in my earlier work was of Tata Steel  which was pinpointed as a company which is globally competitive in an Indian industry which is not. Now today if you simply look at the number of global players and Indian players who are upping their capacity in steel in India you will realize that India as a location for cheap and efficient steel making in the world is being fully recognized. So that’s the fascinating transition that has taken place. 2001, Tata steel the only globally competitive steel company, Indian steel industry not globally competitive. Today Lakhsmi mittal, Posco, you name it and they are all here. So this must be a place where global players feel they can very usefully set up steel making capacity. Then the other area again which does not need talking about but simply noting is chemicals and lastly and most importantly and this is where I look forward to listening to Prof. Jhunjhujwala, it is in R&D capabilities. That company after global company is setting up very seriously their research capabilities in India, what does it mean for Indians beyond simply there being job opportunities for Indian scientists and engineers, that is the most important thing. Now when you see a whole range of industries coming up, stretching across the board and being recognized as being slightly globally competitive and when you take the view that physical infrastructure will no longer be a constraint then what it is that can hold us back and what is it which we must look at. And here I would like to make a very critical point which is that there has taken place what one might call the unshackling of the Indian entrepreneur over the last few years. Actually the process started from 1991 and what we are seeing in the last few years and most fascinating is the degree of enterprise and risk taking and adventurousness of the Indian entrepreneur which we had not seen earlier. What has enabled this simultaneously is the sea change on the capital availability front. Several years back over the latter part of the 90s, interest rates came down and in the last 3 years or so the raising of cheap capital has become so much easier; and simultaneously what we are seeing is that there is more and more of venture capital activity in the country, global venture capital  funds, Indian venture capital funds- they are coming forward and are willing to invest more and more. So you got the component that the entrepreneur feels much  more empowered, number two he is getting the capital which he wants and third thing which we have is we have the R&D capabilities where people are researching and developing products for others. And simultaneously what has happened is because of rapid economic growth for three years the size of the domestic market is increasing very fast so companies are becoming critical in size, so that you have simply the physical muscle to go and invest large amounts of money in developing new products, so that you know that you will be able to amortize that development cost over your bigger sales and this is where I look forward to what Prof.Jhunjhunwala will say you sort of got the entrepreneur galvanized and you got R&D . You marry the two and you get Indian companies making global class products and form there will come global brands and the journey for nations always begins at cost. First you are simply a low cost producer , you remember after the war those of you who were there then that the Japanese were known for their cheap shoddy products then one day they got quality. and today they have the Lexus which is the brand, it’s a top class brand which competes with BMW. Similarly it is fascinating that India is going through the same process. it started as a low cost center for writing codes in software and then it got quality with all the CMM certifications so you got cost, you got quality, now you got size, you got capital, now you go build brands. Now you go build brands. Thank you. 

Thank you very much. Though it was said that this session was not going to be on IT alone, I am not going to talk about IT but if you kind of generalize IT to IT and telecom that’s what my expertise is so I cannot not talk about it. however what I will try to do is that I will talk in a very general level and try to draw some lessons from that which I believe is  very much true for other industries. I will title my talk leveraging India as India stands up through innovation and technologies business models and policies. My belief is that innovation is the key not in just technology 

Recording interrupted 

And in India in many different ways and I think the best way to understand is to understand what the income levels of people in India are and what the paying capabilities of the people in India are. you really find that India is a large country, a billion people and that’s why potentially a very large market but never forget the price point at which people in India will buy. You get the price point, you understand that yes out of the 135 million rural people most of them earn not more than 60 dollars per month and urban household yes you can talk about 200 dollars per month. That’s where the Indian market booms. If you are looking at those who are going to earn only a thousand dollars, yes the market is small, you must understand where you are and what are you going to land up with. I want to point this out because the story of telecom in the last ten years is the story of understanding the Indian market. We were barely 5-6 telephones in 1974, in ten years we crossed 100 million and we crossed because we understood that we will not earn from a subscriber if we go 100 million more than 300 rupees. If we understand that, that is what the paying capability is for what we have to offer, then, we work back and say can we work on technology business organization, business models, can we work on business policies such that capex and opex should be such that finally at even 250-300 rupees per month we make money and I think that was the key. The capex for a telephony was almost a thousand dollars in ‘94. today it is about 100 dollars, it is almost impossible. That time even talk in these terms were ridiculed and yet this happened and today it is booming. This is not the first time that something like this has happened. I don’t know how many of you know that even in 1991 the telecom boom took place. there are two major factors, one factor was ofcourse cable TV, availability at 70-80 rupees per month at that time, today it has gone up, that is less than 2 dollars a month, it is far lower than anywhere else in the world. nowhere can you get a cable TV for less than 15 dollars, 20 dollars, 30 dollars, 4 dollars and suddenly we worked out a business model with very fragile technology, the cable TV business model which was delivered at 2 dollars per month. It is not a bad quality, there were weaknesses but the weaknesses were taken care of by youngsters who will be paid very small amount but will be running around  and fix your cable if anything goes wrong even on a Sunday at 10 pm in the night. I think one has to really understand India to leverage that. The second very important thing that took place is that the Chinese and others at that time came up with kits where we can assemble black and white TV for 1200 rupees, I am not saying that it will be 1200 rupees black and white television for ever, no. That was a point that suddenly brought a very large section of people within the purchasing capability. After that people started buying better and better TVs, second hand TVs and the price went up , today you don’t hear of those kits. But bringing that kit was so important. I am told about 25 million such TVs were sold in a period of 3-4-5 years so I think that’s a kind of thing. In fact telecom itself…. the next 300 million after we grow to around 200 million, the next 300-400 million is going to come at a very different price point. We have to look at rural areas as a average per revenue user of 100 rupees per month. And there are already telecom technologies and business players who are working on technology and business model for that. Anybody you talk to all over the world will say 100 rupees per month, 2 dollars per month, how can you actually do that. Today for a company like Bharati, the cost of acquiring a subscriber, managing a subscriber, for billing and collecting money is 2 dollars per month. How do you really earn money at 2 dollars per month. I think these are the challenges that we really need to answer and the telecom industry is very geared towards doing this. A very important proposition comes when you are started doing this in India, can we go and repeat it in the rest of the world. Infact in one of the meetings of international telecommunication union this issue was raised; will the Indian telecom players become the players for the world tomorrow because rest of the places is still being offered at 10 cents per minute or 20 cents per minute and the South Korean ambassador was there and he said we will not allow Indian and Chinese companies to come in and operate our telecom network.  Still somebody pointed out that they wont allow in the products of Hyundai and LG to be sold in their country and they immediately backed off. I think the key reason is that we have been able to understand, mind this market, learn in the process, improve the quality and now we are ready to go to the world. I believe a very similar thing is happening in the Indian airline industry. You have seen that, you know about this, how the prices have fallen. We have problems with our airport infrastructure but suddenly you are getting in our huge population onto that guerilla. Very similar thing with auto sector, auto sector of course is slightly different , the Tata one lakh rupee car I think is the right model in that sense but I think I want to briefly mention that the Scorpio and the Tata cars that came out recently completely designed in India, was a huge R&D  effort. I don’t know how many of you know it was 500 rupees plus R&D  effort run by two people, one of them was my classmate, --Goenka, another was my student Sumantran and they lead that effort. There was confidence and today we have a product which is world class. And we know the weakness, we still know that we need to go there but today we have the capability to move in that direction. Similarly in auto components we have already recognized that this is the place which will become the leader of the world and there are very interesting projects coming up. There is a conference next week in Bangalore driven by what is called Car’s project where the idea is, if the telecom industry, R&D  academia and government get together and we should become leaders in the world. I mean this is the kind of thing that is happening. IT, IT enabled services you people know. There is this book written, I think most of you may have seen the book called ‘World is Flat’ and I remember meeting the author of this book and also saying, well this is fine but you haven’t really seen it yet. What will happen if 700 rural people of India start coming into the forefront. Today the urban people are able to provide the service. What will happen tomorrow and this is something to be watched. 

These were more visible sights. Let me quickly talk about some non visible sights. One very important thing that we have today in India is 400000 engineering students graduating every year, 1500 engineering colleges. This is up form 25000 people who are graduating when I joined academia in 1981-82. we are reluctant to privatise it , we used quality as an issue but I agree that even quality is a big problem and we need to overcome that. But this is a problem we couldn’t bottle up and close things and that is not the answer, the idea is to open it up and then fix the problems. And this is what is going to be engined tomorrow. I don’t want to get into details, I already hear the first bell. Very often we think politics is our obstacle to growth and politics is an obstacle everywhere, not just in India and yet I could’ve given you an example in detail of how our politics responded versus how European politics responded. With 3G technologies there was a wireless technology, there was a problem all over Europe and the politics just could not respond to it and the industry went down. Whereas in India  there was a serious problem with telecom policy, 99% almost all telecom industries were collapsing and even though there were very high, large bids the policy makers were courageous enough driven by R&D  people, driven by academia to really completely turn the tables. I have tremendous confidence in the politics of the country. I am like what most people kind of believe. I’ll also briefly talk about our own group- TeleCommunications and Computer Network Group. Group which is within the university, incubating entrepreneurs, balancing economic growth and social development. We actually learnt somewhere in late 80’s or mid 80’s that if you have dreams for the country, entrepreneurship is the best way to drive towards it. That was a very important lesson that we got…. many many instances I’ll pass on these slides for those who want to take a look at it but basically in 1994 we dared to dream that India should get 100 million telephones. We were laughed at, we sort of said that it will happen at –200-300 rupees and we not only pushed the policy, we helped all the new telecom players but we actually also created a company called MIDAS which basically introduced the wireless local loop which was the primary capex bottle neck, we sort of said convert the copper --- into a wireless. At that time the research R&D  were not good enough to sort of say that this will be cost effective. We kind of pursued this, the interesting thing is that while India did cross 100 million lines, this particular product sold 1000 crore rupees worth. I mean coming from an institute a product like this growing to a 1000 crore and now pretty much year after year doing about 700-800 thousand crores . this is something that we couldn’t have even dreamt of. Somewhere around 2001 when telecom was already starting to make an impact we sort of said well that is happening but rural areas are being left out and we took up a dream statement; ‘Connect every village in India’ and we created a company which works on a very innovative business model and technology which goes and puts internet kiosks in every village run by an entrepreneur just like an STD PCO. Soon we realized the focus for rural India is not just connectivity but used connectivity like education, health care and micro enterprise. And we changed our vision statement to ‘Double the per capita GDP by 2015’. it may look as an impossible dream but I am absolutely certain that we will either surpass it or come close to it. When people say that there is illiteracy  in the rural areas we sort of say if they cant read and write they can do video conference and we created a  very interesting video conferencing company. We created an Indian language office package completely from scratch, spread sheet data base, word processing at a much lower cost. We were already putting doctors in the town with patients in the villages using video conferencing and doctors said only if I could get the pulsebeat of the patient and we created a small box which now sits there in the village and it has the remote heartbeat, you put the patient the stethoscope and the doctor is hearing the heartbeat, remote temperature measurement, remote blood pressure measurement, remote ECG measurement….and all at around 12000 rupees. This is the kind of innovation that is possible. We know that doubling per capita GDP will not happen unless we drive businesses in rural areas and for driving businesses in the rural areas we have to drive finance in the rural areas. We started working with banks saying why cant banks go to the rural areas with internet kiosks. ----, ICICI Chairman told me, ‘Well Ashok if you could only get a low cost ATM, today ATM costs 7-8 lakhs rupees’. We started working form scratch, today we are delivering an ATM at 50000-60000 rupees. Lots of innovation if you do understand things, with the print authentication I think  these kinds of breakthrough is possible and today we are trying to do a distribution in rural areas using internet. We believe that IT enabled services made so much diference to India by taking work from the West into India, can we not go to the next step and take work from urban areas to rural areas. And believe it or not something like this is being done today in rural areas as a product which has been taken, as a service which has been taken, one village does the translation, another village does the animation, third village does the voice overs, fourth village does the integration and delivers it to our client. With computer and communication possible this is the potential of India and this is where we really need to go. Moving to urban areas we believe that  time has come to try to put 50 million broad band connections in India by 2010. And towards that, on the one hand we focus on connectivity, on the other hand we focus on something called the think ------which can enable driving something like this. We believe that India needs to create its own billion  dollar products companies , this is again something that we are starting to drive. Why? Because telecom companies in the west we are finding is receding, the void is being filled by Chinese companies. We are using all kind of things to see how you can create million dollar product companies. On the one hand we are driving companies like MIDAS which we believe in the next 4-5 years will reach numbers like this. Companies like Tejas which recognizes the void in a certain product in the telecom industry in the west. In fact we acquire partners like Norton, Nokia to compete with the leading companies in the world. Today some of the products developed by this company are sold by Norton back to India but it is with its own brand. It is not that the whole thing, the product is developed there, they co-brand the thing and do something like this and we believe that things like this need to be done. We also recognise that training is one of the major things. I don’t want to get into the thing because while we are creating 400000 students unless we polish them we are not going to get anywhere. And once again we believe that we need to work towards becoming leaders in a few technology areas and wireless is one area where 37% of all the R&D  people working around the world are Indians. And this is where we say that we will become number one, two or three in the next 7,8 or 10 years. Let me quickly end by 4 slides on what I believe is a learning for the industry. I talked primarily about telecom but also things like ATM, electronic driven things. For leadership in the world market, India is a large market with a large price point. In innovating for products in this market and making it affordable here, you naturally become a leader. I think this is something that we have to do. Once we win here it is only a little more learning for us to become leaders of the world because in serving this market and making it large we have to come up with this product. One of the main issues that was given in the brief that was given to me was how to attract talent and it is one of the biggest problems, especially in Bangalore. Technology and innovation with the aim of doing what has not been done elsewhere alone could capture the imagination of the young engineering and business talents. You stray away from it, you are not going to retain it. You focus on this the world’s talent will come here. Today it is the Isrealis and Europeans who want to come and work here in India on these kinds of problems because challenging problems are coming here. In fact the good thing is that today in Silicon Valley a start up venture in telecom and IT will not be funded unless the primary works get done on that. This is already starting to happen. ----, how do you retain talent? One of the key things atleast in our area’s half life of knowledge, we believe that in two years what we consider new, in two years, half of it has become obsolete. This is the fast changing knowledge in the world, continuous training is the only way to grow-----. And I think we don’t take care enough in something  like this. We have to find innovative models. And I think one of the biggest things that I learnt from the IT and telecom industry is really something quite different from the industry that I saw. I come from the family background, I am a marwari industrialist. The key thing is that you really have to empower the individual ----, empowering is even more important than sharing and I wont say one order. Just because you are a Managing Director of a company you cant just overrule Head of Marketing, Head of Marketing has their role. You can fire the person when that person doesn’t perform, you cant start interfering. I  think we need to build businesses which have this, without that we are not going to get there. And India has changed immensely over the last 15 years. IT and telecom industry has triggered the change. I disagree that it will be one sector, we are already multiple sectors, we are becoming the leaders. Today India can be leveraged and India can be leveraged by most industries in what is ----it’s strength. India is a large market, the right price point provides enough learning ground to become world leaders and India has huge human resources, we just don’t invest enough in sharpening  them. Thank you very much. 

Dharen Chadha

We are very happy as a nation to have people like you. Your caliber and talent is one thing and then your passion is quite another. I think you’ve given those of us who want to build global brands out of India some very serious under pinning that we can leverage to build those brands. Thank you very much. 

ITC Foods- Ravi Naware

Good morning ladies and gentlemen, thank you Bharat, I am going to shift gears and I am going to get into something completely different, no technology, no micro economics. This is something that is actually close to my heart. I am going to talk about a food brand that we are trying to take global out of India. In fact when we look at whats been happening over the last decade or more than that in India, is the number of foreigners who are visiting India and experiencing India iand it s increasing every year. The reasons could be found in the various talks that we have been listening to in the morning and some others. They experience and they soak in Indian history, Indian culture but at the same time they also begin to experience Indian food and believe me there is hardly any other country in the whole world where you have such fantastic variety of mouth watering foods available across the regions, every kind of food is eaten in India. And as they begin to develop a liking for this kind of a tasty masala food they go back and they hanker for it . Simultaneously a lot of Indians have begun traveling abroad and they carry India with them, they carry the culture, they carry the habits, they carry the food as well and as a result there is an opportunity opening up to in fact introduce Indian food worldwide and making it popular and actually building possibly a global brand or two out of this. Complimentary to this there are a couple of other trends in food consumption which are emerging  in the world. I think all over the world people are becoming more and more conscious about their health, about well being actually more than health. And they are all saying that If you want to live right you must eat right. They are getting very aware of the nutrition levels on the packs of foods that they buy because they want to know what kind of nutrition values does this pack of food carry for me, will it harm me, will it help me, will it benefit me and as a result red meat, cholesterol, transfats, all kinds of issues are popping up and people are actually beginning to choose the kind of food they want to consume on a daily basis. India actually offers them a great choice, the whole movement towards vegetarian is there. Once again I will say this there is no other country in the world where if you are a vegetarian the kind of variety, the kind of delectable food options that you get in India nowhere else in world do you get that. In fact people are  increasingly voting for this and it is all combined with the overall India experience also. There is yoga, there is meditation, there is ayurveda and there is vegetarianism. In fact we thought that this is a great opportunity that is there to be exploited, and we have attempted over the last 3-4 years to create a brand, to take Indian cuisine, Indian food, Indian recipes to the world. We are just started and it’s a long way from any kind of recognition that we have achieved yet. But I would just like to talk to you about the steps that we have taken in attempting to do so. The brand that we have attempted to take abroad is called the ‘Kitchens of India’. Now for any reputation, any kind of attraction that you want to build for food must be based on some kind of authenticity, some kind of genuineness , some kind of acceptance before that food can be sold as something wonderful. Some 30 years ago when ITC got into the hotel business one of the key strategies that was thought about  was that can ITC hotel chain be well known and be established as the very best serving Indian food and as a result we have not only established a series of restaurants, Bukhara, Dakshin etc but behind that to support that effort is the institution of master chefs. Now master chefs is an institution wherein people are inducted into this, they are actually required to do research into the historical methods of cooking, the genuine way in which food was cooked maybe 100-200 years ago. For example Dum Pukht, if the style of Dum Pukht was developed among the nawabs and in the kitchens a couple of 100 years near Lucknow, then how did it happen, why was this particular style of cooking developed, what is the speciality, what kind of pots and pans and utensils did they use, what kind of fire did they use, why is that food distinctive form others, what are the ingredients and so on and so forth. The masterchef actually goes into all this and thorugh pratice, through learning this and being able to contemporise it to suit today’s style and today’s consumers does he acquire the title of becoming a master chef. Fortunately over the last 30-40 years we have been able to create a group of master chefs who are able to stand behind these authentic recipes and the food that they prepare and serve in the restaurant. In fact some of our restaurants like Bukhara have been named as the best Indian restaurant in the world. So that really gave us the confidence that we have a good product with us, we know that what we are going to take abroad under the Kitchens of India brand is really authentic good food. So with this we decided to launch the brand abroad. But how does one introduce such a brand to the world particularly when, even though I said that a lot of foreigners are  visiting India and Indians are travelling abroad, it is still a very tiny small number. So we decided to participate in the biggest food show that takes place every two years in Germany called ANUGA. But instead of participating through a small stall in the India pavilion we said we will make an entry into the exotic food section. It’s a huge food fair, equal to something like there are 15-16 football fields, that’s the kind of spread. And in that there is a large section for exotic food so we entered that particular section and we deliberately selected,…we didn’t have a single customer as yet, we selected a key location and set up a large booth. We created packaging and labeling specially for that occasion , multilingual brochures , multilingual packaging, we hired staff who could speak a variety of languages because people from world over come there. We wanted to create an impression that this brand is supported by a very serious effort behind it. Not only good products but also the ability to service consumers across the world effectively. And in fact we were lucky this kind of preparation helped us and some good customers walked into our shop. These are customers, these are large distributors of food products in countries in Europe, north America, Latin America and so on and they were impressed by the kind of preparation that we are willing to put behind this. And through  negotiating with them we were able to actually appoint and  partner with agents in US, Canada, mexico, UK, Germany, Switzerland, several places where today we are able to sell our products through them. Why do we need such an agent or distributor? There are several Indian food manufacturers who are selling their product in these very countries through a variety of other shops but we said that If we want to make Kitchens of India into a global brand then we must present the brand to the main stream customer and not to the ethnic population or the Indian diaspora which lives there. The mainstream consumer actually shops only in the big retail chains and these distributors that I talked about have direct access and relationship with the retail chains. Through them today we are able to present our product in these retail chains in special vegetarian sections at a premium price because very often as we all know price also gives a signal of the quality and positioning of the product in the consumers mind. We decided that we are not going to export the product from India, we would like to create a brand in the consumers mind in US, Canada, Europe etc as something that is precious , premium, authentic Indian food coming from India because we have a lot of competition where so called Indian food products are produced in UK and other parts of the world and sold as genuine Indian products and we wanted to overcome that. In fact apart from picking up the recipes from the restaurants which are already successful we wanted the consumer to actually have the experience where he or she uses the product or consumes the product which must be of international class. We knew that the contents were good but we had to present the product in a manner which was perceived to be the very best. So we used the world’s best pouches, we used food grade quality hold although it is very expensive, we have created the graphics and labeling on the packs with the help of international firms so that the experience when the consumer in US or in Europe looks at the pack he or she is able to see this as the same quality standard as any other top class brand that they are experiencing or that they have used. With these we have today been able to export the product over the last 2 years we have been doing it and the encouraging sign is that every single quarter we are seeing a very strong growth across all these countries. In terms of being able to send the product out there are a few challenges that lie ahead. Now that we have got our product into more than 2000 shops in US and more than 600 shops in Canada and in Switzerland and Germany we would now like to communicate directly with the consumers there and that is going to be a big challenge because it is multilingual, multicultural, multigeographic kind of marketing campaign that we will need to develop after this. Some two and half years ago there was an event that took place in Jaipur , Ad Asia and a gentle man from Singapore, a  well known marketing and advertising guru had actually listed ten potential Indian brands which will become global one day, Kitchens of India was one of those brands and we were very much encouraged by that and we hope that we will be able to actually see that this happens over the next decade. Thank you.

In fact Mr.Tandon, isn’t it, you are very right. In presenting any kind of a food product on the world market or for Indian markets for that matter we must be very sure of the safety and hygiene and the  quality of the product. So we went after the very best technology that was available in the world. We said that we will not make any compromise on that. While there are Indian manufacturers of these kinds of  equipments we found that there was a big diference in the level or the standard of the quality that that equipment offered to us and we went after the very best in the world. And I dare say that we are the only manufacturers of this product in India who uses this technology which is the state of the art technology for retorting. Apart from this ofcourse the facilities are  certified for HSEPP which is for me a bare minimum that you can do in terms of assuring the  consumer of food safety, hygiene etc.

I would just like to add to this as somebody who has had the good fortune of working with Ravi and his team, that this is the good thing that happens when you have a technical man heading your business. As I was saying Ravi is an unlikely marketer, he actually comes from a technical background but his passion for quality is what pervades the entire organization and results in Sunfeast biscuits which I never thought that they would be a better quality than a Parle or a Britannia but I think we all know what they are like. Ashirwad Atta, if there is a prejudice that Indian food brands will face going out of India it is the idea that they may be poor quality, that they may have hygiene issues, that they may have all those other predispositions that will work against them and again it goes back to saying whats our best foot forward and I  would say that our best foot forward is firms like these that will make sure that in fact we will reinforce and raise perceptions of what Indian quality can be and if that happens then that would be really wonderful. 

The quality issue which prof. Jhunjhunwala has also endorsed, its in a way the key and once Indian manufacturing is becoming globally competitive is piece of statistics that  today India has the largest  number of damming prize winners outside Japan and I have gone through a dialogist study which clearly states by winning these damming awards is different form getting an ISO certification. An ISO certification and such other certification says that you got to documentation to back what you are doing and that documentation shows that your process is sound, It doesn’t guarantee you quality. But when you compete for a quality price like this then at the end of the day not only do you find that your quality is good, you find that your processes have changed, you find that the economics of your business has changed and you find that in order to produce stuff of quality you have made a revolutionary change in your cost. And that is why it is fascinating that the Japanese when they wanted to arrive internationally they  focused on quality because they began by having a disadvantage. And simultaneously the same thing has happened in IT that Indians went out and got the highest levels of certification to establish that quality and they have maintained it  and now the same thing is happening in manufacturing ala damming price. This is the way to go, thank you. 

Good morning, first of all my congratulations to Prof. Jhunjhunwala for the kind of work that you are doing, it was a learning atleast for me, I think most of my friends over here. Second my question is to Mr. Roy or anyone here In the panel is that when we are looking at non IT sectors and the prospective global brands out of India why do we get a feeling that ayurveda and yoga which can be as a sector, which can be one of the global brands emanating out of India, we are not seeing that happening so much as what they can be? Because if you look at any parameter, yesterday we spoke about 80% solution, today Prof. Jhunjhunwala talked about addressing it at the right point so that there is a captive audience available here in India as I am sure that there is captive audience available across the world also on this particular sector. So if you look at form various point of view I think yoga and ayurveda as a health care product, can it be or can it not be and in case it can be then why are we not seeing much action in this regard? 

Dharen: Let me respond to that, you had Harsh Mahewala yesterday talk about how he has a plan to leverage India internationally and was very much a part of that plan, it’s a beginning. You are absolutely right sir because if you look at yoga it is a brand today, it Is not being built by Indians and that’s the sad part of the whole thing. That the great majority of the yoga brand built all over the world has been built by non Indians. I think as we go further today you will find us talking about these areas, you will find us talking about yoga, ayurveda, the soft power of India which is where I think that music question is coming from. And the soft power of India can be as powerful as the soft power of America. What America couldn’t do with its tanks and planes it did with its music, it did with its movies, it won lots of hearts and it created a certain perception. We will go into all those issues but you heard Ravi for instance talk about vegetarian, Ravi would you like to expand on that a little bit? 

Ravi: Well in fact there is a growing and abiding interest that is developing in vegetarianism and in fact sometimes we as Indians will find it hard to understand the kind of vegetarianism that they are talking about. Even milk  or milk products are taboo in the kind of vegetarianism that is being sort of talked about and being practiced in the developed world. But be that as it may when we started looking at what sort of food products we can export out of India literally there are several manufacturers or several food exporters out of India  who are exporting a whole lot of raw vegetables without adding any value at all. They just get them harvested or buy them form the mandi, block freeze them sometimes, sometimes in IQA process they just freeze them and send them abroad. I believe that the preparations that the Indians make and here every 300 kms the preparation of a particular vegetable changes that is the power of variety, that is the uniformity that we have and in fact under kitchens of India we hope to be able to create a pan Indian foot print whereby we will be able to represent both to the domestic audience as well as worldwide recipes as well as food preparations from across the country and I believe that’s quite possible  and that is an opportunity that will allow India to be able to build a global brand in this space. Thank you.

On the journey down the road to exporting ayurveda I will simply highlight to you two recent news items in the media. The Canadian governments’ testing of certain ayurveda products found the presence of heavy metals in ayurveda products which ought not to have been there, those were stopped from entering the Canadian market. Thereafter the Indian government brought out fresh standards for exports which excluded those metals. I think it Is an atrocity, It is an atrocity that for exports you have a set of standards which you do not have for yourself at home. I don’t think any more comment is necessary and this is where the Indian brand suffers.

This is where it will fall down and these are the challenges and these are the issues. I wanted to say that essentially if you look at ayurveda it has a fantastic potential because if you look at some of the leading pharmaceutical firms in the world they need molecules. There are a lot of molecules coming from Chinese traditional medicine which are going into mainstream regular allopathy pharmaceutical formulations which is marketed and we have a similar opportunity but I am afraid that we could ruin it with these sorts of things. And if only we recognize and that is why I keep saying I just hope and pray that the forays will happen by those who have a certain minimum level of ethical standards and values so that brand India will get a good take off otherwise it will be again those things where one step forward, two steps backward.  That’s all I want to say sir.

The question is for Prof. Jhunjhunwala, you have left us with some very interesting of somewhat revolutionary ideas. Number one you are saying that we should innovate, number two you are saying that innovation is the heart of what India can do. The second thing that you said is that we have got a huge human resource technology base in human resources and we should give them the challenges of doing something new and different , that is what is going to produce world class products and brands and breakthroughs. Now this is great and this is a wonderful idea but when you see it in the context of what has been happening in India as Mr.Roy said that our technology is based on reverse engineering. Many industries and many sectors it is through reverse engineering, it is through low spends on RND that we spend such insignificant amounts on RND, our capabilities are so low. So the question that I have is that what are the trigger points, what are the inflection points that will enable us to rapidly move from a low RND , the kind of mindset that does not allow for investments RND, the kind of mindsets that do not go towards innovation but more to copying, how would we make this transition, what in your views are the things that we really must do in order to make that wonderful jump? 

I will answer it in a slightly different manner. I went to one of the best schools in the country at IIT kanpur and I had probably the best teachers in the world, absolutely world class. But one thing kind of was also there even with the best teachers. That the technology they had in the west. We are not there, the confidence was not there. Today when I find youngsters coming into not just IIT but pretty much any other institute, they believed that they are as good as anyone else in the world, I think that change has taken place. why has that change taken place, I think  you figure out but I think the success in IT probably has enabled you and the success of many Indians outside also and success in many other things that he talks about , the change is taking place, the youngsters are very different today. They believe that they are as good as anyone in the world. I see in advertising they don’t consider themselves inferior to anyone else in the world. I think that change has taken place. The question is are the organizations geared to reap those changes, maybe not but I do see things like 500-600 crores rupees being  invested in projects like Scorpio or Tata Indica. So there are organizations also, there are others which are less. Maybe these kind of things and successes will push you in that direction, maybe you will have to wait for all over the world companies coming and doing their R&Ds out here for that change to take place. But I think for all of us who are seeing this, watching this, attending such kind of things the message should be very clear, that we have arrived, it is a question that now we start believing in ourselves. I am not saying don’t learn from elsewhere, don’t start form what is west doing about the problem, don’t start form there, learn from them, start from what can be done and should be done form here. I think that thinking change has to take place.

Just to add I should be very clear about what I said at a particular given moment in the pharmaceutical industry if we could not talk about our innovations because it came under the category of what you call reverse engineering but subsequently the Indian pharmaceutical industry has done wonders. Just to use two technical expressions they have made a business model out of non infringing processes and novel applications, you can find out what this is. So its not as if the entire Indian innovation was copying, no, no, by no means that’s not what I said and number two is how much you spend on R&D, that matters, ofcourse the Indian pharmaceutical industry has the highest turnover to R&D expenditure and companies like Tata motors and Mahindra and Mahindra have very high levels of R&D expenditure in the industry. Lastly this is going back to the theme of yesterday, next time you meet an IT guy, next time you meet TCS please ask them what percentage of your revenue do you spend on R&D. Thank you.

Dharen: Let us take a ten minute tea break, but do come back in ten minutes as we have to cover a lot of ground. Thank you. 

Dharen: Ladies and gentlemen could I request you to please get back to your seats so that we can start again. Welcome back and hope you are nicely refreshed after a good cup of tea or coffee. This next section is very likely to prove to be in my view and I don’t think that I am going to be proven wrong, to be perhaps the most insightful session  of this seminar because it is going to look at an aspect which frankly we haven’t completely looked at in its face which is the whole issue of India’s national character and the role that that will play in building global brands out of India. Couple of years ago my firm Momentum was given an assignment by a Hongkong based company called Esquel. Now this company is the world’s largest shirt manufacturer, it makes cotton shirts and has 47000 employees all over china, it has nearly a billion US turnover and it supplies shirts to the best labels in the world, the Ralph Laurens and the Nikes and so on. And we were doing an investigative research study into how they were perceived versus their competitors and there was one very telling response from I think it was Nortron in the US who said to us, they didn’t realize that we were Indians in the other end of the phone and they said to us, you know I could always order from the Indian subcontinent but then my initial cost would be something and my final cost would be something else because the amount that I would lose in sleepless nights and worrying about defective parts and so on would be completely compensated for my initial costs. Now I don’t know how representative this is of our national character but I think the important thing is that  we need to recognize that the collective reputation that we build as a nation will be an issue till we develop our individual reputations as brands. In fact even a Lakshmi Mittal today, he probably likes to think of his organization as being nationality less when he comes up against -----. Suddenly there is this who is this Indian and what is he doing here and he has to deal with it. so going back to Potter because I think Potter is very critical and I think being critical is a good idea. If you back to his whole theory and he wrote this masterpiece called the competitive advantages of nations, an absolutely outstanding book and those of you who have not read it I would strongly recommend it to you, it’s a beautiful book and it’s a very deep study of what is at the root of competitive advantage of nations. These are some of the things that he said and I am going to summarise them very quickly in a couple of slides. He said wealth is governed by productivity, the value created per day of work dollar of capital invested and unit of the nation’s physical resources employed, factor inputs you know the old labour, even financial capital have come less and less valuable in an increasing globally economy. The factors most important to competitive advantage is specially in vital economy in advanced countries are now created rather than inherited. In fact prosperity depends on creating a fertile business environment along with supporting institutions enable the nation productively use and upgrade its inputs, convert lower order advantages into higher order ones so that they become more sustainable. The ability of a nation to command high price in foreign markets despite paying high wages at home is the ultimate national target. The principle economic goal of a nation is to produce a high and rising standard of living for its citizens. Nations choose prosperity if they organize their policies, laws and institutions based on productivity. We need to invest in the creation and growth in specific industries and the industry segments to push and challenge them to specialize and innovate in order to upgrade the factor inputs of the economy and to engage in considerable international trade. At the end of the day competitive advantage is created through a highly localized process and through a very intensive high -----study Potter ultimately came to the conclusion by eliminating factor after factor to say that differences in national economics structures, values, culture, institutions and histories contribute profoundly to competitive success. There is a reason why the Germans built these large bureaucracies which are very accurate, very precision driven. The reasons why the Italians excel at family run firms which are in the luxury business. There is a reason why they do what they do and why the Koreans do what they do. At the end of the day its about what sort of firms we will build and what will be the characteristics of the firms. Final determinant at the end of the day, national differences in character and culture, now this is Mr.Michael Potter, the most left print strategic thinker in the world, that’s his final conclusion, national differences in character and culture far from being threatened by global competition through integral success in it. our strategy will have to be formed and understanding of the Indian culture which is attitudes towards authority, norms of interpersonal interaction and professional standards are aspects which influence the ways in which firms are organized and managed and this is the key determinant of competitive advantage. The line between marketing and HR is getting thinner and thinner and you will see later this afternoon us going into that but more than anything else it gives me great pleasure to welcome and introduce Dr.Sudhir Kakkar who to my mind is one of the most insightful people I have come across in my life frankly. Its given to very few people to understand the true meaning of so many things and I think Dr.Kakkar belongs to that very elite few people in the world. we’ve asked him to go deeper into the question of defining the national characters specific in the context of organizational behaviour and we’d like him to talk about leadership styles, relationship between management and labour, group versus hierarchical styles of management, whatever he would like to talk about.  For those of you who don’t know Dr.Sudhir Kakakr is among the leading  psycho analysts in the world and has been teaching organizational behaviour at IIM , Ahmedabad and at Harvard . He is a well known figure in the fields of cultural psychology and the psychology of religion as well as being a creative novelist. Dr.Kakkar’s personal work has been profiled in some of the worlds leading newspapers such as the the New York Times, Le Monde, Frankfurter Allgemeine etc. which listed him one of the 25 major thinkers in the world. ladies and gentlemen, lets welcome Dr.Sudhir kakkar.

Thank you very much for inviting me here. My brief is the Indianess of Indian organizations and how does that compare to the world’s organization, the positives and the negatives. For those of you who don’t believe in national character let me start with the ---- of national character. This is a test, you are in a boat with your mother, spouse and child, the boat starts sinking and you can only save one, who will you save? Let me start with Atul. This is 30 years ago in the class room at IIMA

The child.

Who would you save?

Spouse

What about you?

Child. 

From the results you don’t reflect the Indian character that much. In western societies 60% save child, 40% save spouse. Saudi Arabia 80% save mother and they are the most logical because you can  always remarry and have more children. In India about 40% save child, 30% save mother and 30% save spouse. Let me come to the institutions but let me start with the first institution or the first organization where we really learn about organizational life and where the most deepest lessons of organizational life sunk into us which is the family. and the Indian family is the one where we really start learning how to deal with people, what is authority, what is hierarchy and there are two parts of this. I will only take these two, hierarchy and authority and relationships, these are the two lessons from early family life  which we take into organizations and then they get ---by many other things, what we learn, our intellectual things but these are the two emotional kind of anchors which colour and which we all again fight against if we believe it exists. Now there are basic six nursery sounds, baby language which infants all over the world use with such a slight variation from one society to another. These are repeated in combination of the vowel AAA preceded by different consonants such as dada, mama, nana, papa, tata so infants keep on repeating these very closely related sounds over and over and parents and other members of the family keep on reinforcing them. In most western societies only a few of these sounds for example mama, dada, papa are recognized and repeated by the parents and thus reinforced in the infant. In India on the contrary just about all those closely related sounds are repeated and reinforced since each one of them is a name for various elder kin in the family which a child must learn to identify with the position he or she occupies in the family hierarchy. In my own mother language Punjabi you have chacha, kaka, taya, masi, masa and I think this holds true for all other languages also. I think later in institutional life this very highly developed antenna which the child starts learning like who is where in the hierarchy makes an anticipate division of various superiors and adjusts his behaviour accordingly. There is a very strong antenna which you develop for all the people higher up in the authority, what do they want from me and this you learn very early. Also the child’s learning when to retread, when to be stubborn in order to get what they want makes the Indian or this is atleast often said or often people in European countries say that Indian is a formidable negotiator so negotiating is one of their strengths which also a child has to learn very early in life, child is a small creature, defenceless, he has to learn the negotiation much much more in a much stronger way than anyone who is brought up as only a single child or only two in a smaller family. in school story books if you look at stories which you learn of superiors, who are they, gurus, teachers, kings etc there is a model of superior in school story books. And that model is of a superior who is very authoritative but always very caring. He gets his wishes or things done not through punishment or rejection  but through emotional rewards so to be near to the superior is a kind of a very motherly superior, authoritative but maternal, motherly and not a punishing one. Punishment or rejection in these school story books never lead to open defiance. There is no rebellion in children but to very kind of passive aggressive you evade with yes I will do it, yes but it will never get done so there is never saying no to it. how does that then go up in the organization. In the organizations too a strong preference for an authoritative but not authoritarian leader, strict , demanding but also caring and nurturing so very much like the paternal head of the family who is strict in getting the tasks accomplished, tries to dominate the activities of the subordinates but who is a guide, takes a personal interest in the well being and growth. Cultivation of personal relation with the ---becomes very important in the Indian setting. Another legacy from childhood is the tendency to idolizes superior  so leaders at almost every level as also religious spiritual leaders take on an emotional importance independent of any realistic evaluation of their              performance let alone an important event of their all to human being. Charisma then plays an usually significant role among Indians. So we are really liberally endowed with the bumps of reverence ---so we are generally prone more to revere than admire. Admire is often said to be a mature form  of dealing with a person you respect. Now idolization is only when you ---an authority, when an Indian grants an authority to the leader, when he thinks a leader wants it.  otherwise we go to the other extreme, very skeptical and almost sinical. The granting of authority is involuntary ofcourse in case of family and caste leadership during childhood and it may be voluntary in situations of acute crisis or distress which is also why the healing systems of most diverse kinds fledge in the country. And the effectiveness of these systems may be less because of their particular medicines or healing regimens but because they harness this manna, this is a word for the magical thing in the leader and the vital forces that this gets mobilized in the person themselves. One of the examples I had, I had a friend not many years ago who was working in the German pharmaceutical firm Bayer and they were testing an anti–depressant and these tests take long time, 8-10 years. India was one of the countries that was being tested and Mexico and there were two or three others so he used to come to India for these tests and they discontinued the tests in India because it didn’t matter if the doctor gave the ---or the anti-depressant, they worked exactly the same so they had to kind of leave the testing out. the authority granted to the doctor was so much that the test couldn’t go on. So in the organizations also one finds that the leader is often idolized . Now I teach a course called challenges of leadership and I have been teaching it for 15 years with a colleague of mine. This is for top management from all over the world at ----which is a school of business administration and we have one of these tests of 360 degrees feedback which perhaps most of you  know where various dimensions of leadership you get feedback from the subordinates, from the colleagues, from the seniors and the Indian participants always got very very high scores on all dimensions. So we started wondering are Indian leaders of organizations, CEOs so good or are the sub ordinates or others so afraid of them. I mean what is the reason. Then talking more to it when the leaders and CEOs when they are respected you do not have any kind of discrimination, he is very good at visioning , he is very good at encouraging, he is very good at building teams, he is good in everything. so they all were very very high. Now this ofcourse has an advantage and the advantage of course are there is a greater ---score in the senior management team, there is a higher degree of loyalty, satisfaction and commitment to the organisation of the managerial team and in the case of the individual  a work ethic and the performance that can be much more than what a leader might reasonably expect in other cultures or organisations. So these are ofcourse the advantages. But everything that has an advantage always has a disadvantage so that is the lesson one learns, everything that has a disadvantage you can always look at what function does it serve. Problem ofcourse here are that the leaders get deprived of that critical feedback from the senior people of the organisation which will help him ----this functional behaviours while helping him develop more effective leadership practices. That decisions tend to be pushed upwards and the top leadership must often intervene in organizational processes. More than many other societies the quality of leadership that becomes critical for the success of an institution. And anger and disappointment if idiolisation is dented is seen as really personal betrayal. People sub ordinates can get very angry, more than what the faults the leader has committed might objectively as one says   deserve. The disadvantage if ofcourse of any leader of an organization who keeps on hearing you are great, you are great, it becomes very difficult not to start believing it after a while. That is why in the roman times when the Caesars came after conquer and the chariots rolled into Rome and the arches in the chariot there was always a man at the back of Caesar who kept on saying you are mortal Caesar, you are mortal. So this is a good thing to have an organization fool who says you are not that great, you are not that great but unfortunately if you get into the habit of sucking in this how great I am you don’t want any other there and this is one of the kind of difficulty which you have both the disadvantage of the leadership part here. There are of course some other of the relationships which we were talking of the second part, how important you learn in the family that you are a part of a stable network of relationships, you have obligations towards, some duties towards others and that that is the most important criteria of your actions, and this ofcourse becomes quite difficult because emotionally intellectually you know it must be the merits of the thing. This is what the decisions have to be taken on but emotionally there is some things saying to you actually it is a relation to this individual which is the most important, not the merits of the case.  And that is where some conflicts are often taking place and people in the modern educated organizations which are difficult to be solved or not that difficult to be solved but they create some kind of emotional discomfort. And that is also difficult then team work becomes difficult because  to give negative feedback is a very difficult thing in our kind of organization. You always disguise it, we shall see, I am not sure but we will try for you to judge from what kind of words you are using, body postures etc of saying negative feedback. So this is a cultural obstacle because to say frankly no is a very difficult thing. Of course even if you ask directions on a street so the person who says go there when he doesn’t know it, it’s not only because he is narcastic and he is pretending that he knows it, it is also that there is a  relationship, very temporary relationship which has been established and he would hate to destroy it by putting something negative into it. so that is one of the reasons you get the directions that I know, which means our relationship should not get disturbed. So that is of course one of the things that goes into organizational life for the time that we have to be careful or be aware of it. Effective leaders in Indian organizations plays great emphasis on relationships, how to cultivate relationships with the people, the problem is ofcourse how to do it with favouritism. Because if you remember in the families with so many children anyone being a favourite creates a huge kind of anger in the others. So we are very sensitive to favouritism. This is one of the things of absolute paranoid abilities to spy if the leader is favouring someone or not, not that we resent ----,  that is not the thing. As long as we are the intended beneficiaries and in most accept the distinction between our own man and the others. As long as you are the leaders if your man is the CEO it is fine. The problem as I said arises only if you are out of the our man syndrome part of it. most people I think will express horror but some will grudgingly sympathies or agree with this politician because when the journalist asked him he put his son as the president of the party and he said how else will I put, your son? I mean most do recognize that this is okaylet me now go to the international comparison of how do our organizations on various things compare to the other institutions and here I am going to give you the results of a study. This study was called the globe study, global leadership and organizational  behaviour effectiveness carried out since the last 15 years among 17000 middle managers in 62 cultures and the industry was banking, food processing and telecommunication. What they did was they divided various countries, 9 cultural clusters which we would see here. The cultural clusters is -----which is japan, China, Singapore, Taiwan, south Asia in which India is the biggest one, north Europe which is Scandinavia, Germanic Europe which will include Germany, Holland, Austria and Switzerland, eastern Europe polland, Romania , Bulgaria etc, anglo which is US. UK, New Zealand etc, Latin Europe I don’t have to say that , France etc, middle east , sub Sahara, Africa and Latin America. So these were all 9 dimensions and I will start with the first one which Is power distance. Power distance is the culture which encourages through status, authority, the big diference between top and bottom and that is the distance and here if we go down again you will see that we are on the top. We have the highest power distance in our organization. There was a study in 1980 cultures consequences which was the biggest international cultural study before this one which also had the same that India is the highest power distance between levels. You can see that we are the highest there. so that we are separated the most by power, authority and prestige. The least is Scandinavia. When you see those lines these are where we are, those lines is where it should be, where all those 17000 managers said how it should be and I think that is going to be important when we look at it . it Is not that we are happy with it, we also want to go down, now everyone wants to go down. So this is I think one of the global ideal kind of a firm, that the power distance should be very little. Every country in the world wants this power distance to be reduced which means that we have a long distance to travel, we have a longer distance to travel than the others but this is one of the global firm. I am first only giving you where we are the highest. The second is ---orientation which is the degree to which people are caring, ---, generous and kind. We are the highest on that, the lowest is Germanic Europe on that. that’s what the managers say  but If you look at the directions of where it should be again every country wants to go up. That the organisation should be more caring, more ---, generous and kind but we have the smallest distance to travel but here we can congratulate ourselves that we should keep this part -----. Ingroup collectivism  is the degree to which people feel loyalties towards their family organization and employees. Again south asia is again the highest, Scandinavia here is the least. If you look at the directions again all countries except ---Asia which wants to go a little down they feel that there is too much of loyalty etc, everyone else also wants to really go up. We also want to go a little down. Again this is not a problem at all for our organization so the human orientation is a very good thing for our organizations. So in group collectivism we are there where others want to be and human orientation we are very good at. Institutional collectivism what It means where people have the degree to which where people are encouraged to integrate into broader communities with harmony and co-operation as the paramount principle at the expense of autonomy and individual freedom so more harmony  rather than freedom. So here if you see we are rather pretty good here. If you see China there they want to be where we are, they think that they have too much harmony, too little autonomy and individual freedom but we are pretty good in this part of it. Most of the people in global countries want to move up on that. they feel that there is too much individual autonomy, they would like a little more harmony and co-operation there. Uncertainty avoidance is a degree to which people seek orderliness. Consistency and structure. Here what people want is that we need to be a little less chaotic, we would like much more orderliness and structure than the others, northern Europe think that they are too much structured, they would like to be less, ---europe as one would expect even for the stereotypes they would like to go very much down, the germans don’t like to be that orderly who are working there. all the others, anglos would also like to be little down, the others go up so there are different kinds of movements there but here on ours we need to be less chaotic. This is all what these middle managers want. Future orientation. This is really delaying present gratification  for future results etc. so if you look at that we could be little future oriented. So that is something all want to be so that is nothing special, all countries think that they are not as future oriented as they would like to be but ours is somewhere in the middle. The interesting part here is that you can compare, if you want to compare it with china you can keep on comparing only the first two, how it is related to china so here we and china are pretty close. They may be a little more future oriented but not that much that makes a diference. Gender ----I mean I don’t need to explain, that of role of women and men. If you look at that we need to do much better on that, we need to be better and it doesn’t help that China is worse than us but we need to do better if we need to compare to most of the others except Germanic Europe and middle east, these are the two which are lower than us and Germanic Europe maybe a surprise to many of us, everyone thinks that Holland and all are much more advanced but not in their organizations. It seems that atleast they don’t think they are. Assertiveness is almost the reverse of human orientation. If you are high on human orientation you are likely to be less in assertiveness. And we feel that we should be somewhat more assertive which is also like China. In fact all the others feel they are too assertive in their institutions, they need to be more human. We feel that we could do with a little more assertiveness. Performance orientation ofcourse is a degree to which performance should be rewarded and encouraged and all want more. We are not that bad. China, Japan are the highest on performance orientation. We are pretty good, just less than Germanic Europe and anglos. So all want more but we want to be much higher. It seems that our middle managers would really like the performance to be much more rewarded and encouraged than it has been.we are pretty high on that one. These then are Indian institutions in a very kind of international mirror of how they compare with others on these criteria. I said before that power distance or hierarchy or authority is one of the big problems in the institutions. But that I think is also changing which also sees from as it should be people do not like that. It is not something which is an acceptable thing and again since I started with a family i’ll end up with a family that there are changes taking place in the family which is not responsible for it but is certainly contributing for it. what are the changes taking place? in the early years lets say even till 2-3 decades, I am not talking about traditional India since here there are more modern Indians sitting there, the role of the father in the family was a very different  one. He was a much more remote figure, distant figure who would come responsible for punishment so the child had very little to do with him on the day to day basis. That was much more younger uncle, mothers, aunts etc but the father or head of the family was  much more distant, this ofcourse has changed . this has changed in middle class families where the son or daughter are getting emotional access to the father from much earlier years, who plays with the son , daughter so the distance between the father and the child has reduced and that is I think one of the things which is driving this need in later organisations that we do not want this great a distance. I will stop at the moment and if any questions.

If I could just paraphrase this, what we are saying is that on the whole our organization tend to be quite caring, quite generous, quite kind that on the whole we want to be less chaotic, on the whole we have a pretty good balance between harmony and individual action but we could be more assertive and we could be a little more performance oriented but our big issue seems to be hierarchy.

Yes and I think the other issue of the assertive part, assertive means to be able to say no, to be able to play dentist sometimes and not all the times ---social worker

We have time for a couple of questions before we start our next session. 

I just had a question that if we had to build global brands should we take up industries which embody our national character because in that case IT industry which has done so well Is completely opposite to most of the characters  which you have highlighted as a  national character.

The organisations I think are common, I don’t think they would make a diference to the industry part because the need for the power distance to be much less people wanting it that it has been realized perhaps In the IT industry that the authority differences etc are not as great there as in other industry. But the other industries would have to kind of follow or look towards IT to do the same kind of a thing. So it is not really the industry as much, the IT industry what one reads in the media etc, my impression of Infosys for instance, you know I cant even operate this damn thing, power slides, power point is a very caring kind of organizations, whether it is true or not I have no idea. So that is independent of whichever industry whether IT or not, caring  , less power distance, performance orientation high, these are common to any kind of institutions or organisations.

Sir you talked about the hierarchy, the Indian culture , 360 evaluation, all  this as being  part of the Indian’s ethics to manage. How then does this guy go global and how does he manage so many controversies  and come up yet as a global Indian? 

Who goes global?

You talked about the cultures, you talked about hierarchy, you talked about 360 evaluations and all that. this must be causing this Indian guy a lot of pain to go global. How does this guy manage? 

Well I started with our experience early in the family, the child has antennas for all kinds of people and not just 2-3 , the adaptability is extremely high. An Indian is an extremely adaptive person to any kind of situation and that kind of gets built in and you must recognize that if you are a small little boy and if you are going to get a slap if you do something wrong you learn very early how to adapt to various moods of various people and that makes easier the adaptation. Now whether you call it there is no sense of the self or flexibility, those are kind of adjectives which I wont go into which may be positive or which also makes some people feel that Indians are not very trustworthy, they change so fast. On the other hand that is very positive, you adapt so fast, you see everything as a positive and a negative part of it, what you project.

Dharen: Washing powder, toothpastes etc but the personal products, sanitary napkins, cosmetics, toiletries, she is now going to be organized outlets and the reason is she doesn’t want the family to know her personal preferences and choices because that will get ---back to the mother in law, the father in law or the family, the husband etc. The point I think that this piece of research is trying to make is that the Indian woman has now arrived and is influencing the family. Take this, now the industry where the Indian woman manages her progeny and we are talking about an Indian boss, a woman boss,. How do you think from what you just told us where you talked about the father’s emotional  nurturing that has now come up but surely the Indian mother has played a similar role in the family. How do you relate it to the emergence of Indian managers, woman managers and the future that they would drive for Indian industry globally? 

Dr. Sudhir Kakar: Again a question that will take me very far part of the ----. I think Indian organization are not very masculine organizations. On the scaling part they are very maternal organizations so it is not the woman as a physical absent, but woman has the emotional, If you look at it as caring, nurturing part that is the presence and that I think is one of the great strengths, that is a strength which we had, which we should not lose copying say Germanic Europe etc. where they are hyper masculine organizations. So if you want to say that the coming in of women I don’t think that is going to make in this part she is making difficulties a great difference. But how the women are going to change etc is another question, I don’t think we can go into that. 

As a nation we’ve liked to be ruled. We had kings earlier, we were ruled by the congress but now we have regional parties. Its like individuals who are trying to make their own statement. You take Bollywood earlier you had Amitabh Bachchan, now you have a hosts of stars, earlier you had business organizations, each was run by families and now you have a lot of professional managers who are coming up and becoming recognized which is basically that a lot of people are trying to bridge this distance between what a ruler is or the owner of the organization is and what you are and this is going to make not only the owner or the leader uncomfortable, it is also making a lot of people inside the organization uncomfortable and how the entire dynamics. So this is a change that has happened in the last couple of years, 5-8 years or whatever. So how does this effect what you were saying?

See what I am saying is that this change is happening. they wish that the distance between the leader and the lead, the ruled and the ruler should not be that great is a part which is happening in the last year. And as I said the more smaller families we have the more the father comes into the child’s life early and not late at life just determining where he should go and study and not him, this will gather more and more steam. But that it is not completely gone and that is one of the things I think you can talk about Indians in the global sphere. One of the thing I heard was the lack of self confidence. This is really true because the lack of self confidence is also the feeling of being really feeling I am not an adult. I am not a mature adult sitting with all these and especially since the rulers are always men and these were the goras so they were all men. There is somewhere in the back of the mind that these are bigger people than me. You can be much bigger than your turnover but sitting together with them there is a feeling. It is not a conscious feeling at all that I am somehow smaller than them. I am a child, they are men. Often when you try to go the other way round there was  I remember an Indian manager in one of ours the seminars so evening ofcourse they all go and have dinner and all so his way was that he found all this little uncomfortable so he would say come and that is the authority which is there and he would get very upset with, give them this, give them that without asking anyone so this was his way of how big I am, I am going to feed you which ofcourse they resented, you can ask us. for him it was I am taking care of you. so this feeling often goes to the opposite, boastfulness comes in of how good we are, how great we are because you really feel maybe I am not so great. So this kind of comfort with what you are is a feeling which is going away which I heard in the morning when I was here in the younger generation that it is still part of the some of the older generation what I am talking about. 

Dr. Kakar, see we are one of the oldest civilizations here but  we have never built global empires, our longest empire is mughal empire or the British empire that we had, before that Guptas and Mauryas but shorter periods and that too in a very small geographical footprint. So when we had never built a global empire which could influence the whole world, forget the culture and all. So what would take us to build a global brand which would then have a larger footprint and be sustainable for a longer period?

Dr. Sudhir Kakar: I think this we have been talking about both days. There are certainly various kinds of things that go into it but from my view point is what I just said is just this accepting of one’s self, of self confidence which is not arrogance, self confidence which is not very fragile. From the psychology part that is the only one thing which I would say is the most important part and then not rejecting our things which are really good. You see in international comparison our organizations are really good about it, to copy, to start reading, read everything but not -----immediately and the  amount of gurus that you get from the west which you copy kind of thing is not the right thing to do. Examining, looking at it, reflecting, the reflecting part I think little more than acting and I could only give a small thing which is a subject of discussion from my view point but self confidence, more reflectiveness about who we are , accepting all the faults and there have to be  faults.nobody is perfect, we are not perfect but we are as imperfect as anyone else

Whenever we travel to other countries like Japan or America you always have a list of cultural dos’ and donts’ which to me is a reflection that there are some parts of the national character  which maybe negative but they don’t negotiate on, which kind of differentiates them from the rest of the world. but I think that we as Indians are always looking at how we can make things comfortable for other people, whether they are coming into our country or whether we are going out. We always want to adjust ourselves, do you think that is a positive thing or is it that at times at some parts of our national character that we are unwilling to negotiate on?

Well this is as I said the positive and the negative part, this adjustment, the adaptability and what makes us talk about Indian success in any organization, whether it is a German organization or Japanese organization, they can adapt very well so this is a positive part, the negative part is when you start changing your name also, when you become ---instead of  ----, all that starts. Because that starts all other people that is there any substance there or is it only adapted. Are you Just wearing masks there has to be a face behind the masks also and people have to ---so you are right, it is very ---kind of thing, how to do it. I have a face but I can wear different masks but not to confuse your face with the masks which many of us do.  That is not something that is a desirable thing. It can help you, short terms adjustment, short terms adaptation but it also makes other people despise you.

Kabir Sheth: Good morning sir, I am Kabir Sheth. Thank you for very insightful sharing  of what makes an Indian. I just wanted to ask your opinion about the relationship between being highly adapted and creativity. We were taught years ago in school that child’s aspect in terms of transition analysis, the less natural child you were on the other hand the most adapted child you were perhaps your little bit of creativity to that extent diminished. Is it then that we are seen to be a very creative lot of people especially in our IT success which is obviously connected with creativity? Is it because we are not being so adaptive or is it because that power distance is coming down or what is the connection between being highly adapted child and non creative? Was that relationship wrong?

Maybe all three, first that relation might not be as strong as one thinks. To be highly adaptive you have to be highly creative also. Its creative in the relational  sense. So you are very creative in relationships so that adaptability comes in. you are talking about intellectual creativity that becomes a different kind of a thing but creativity can be all kind of things. But in relationships we are very creative and I think adaptability I would say is an aspect of that creativity

Can I ask a question how creative are we, because I think it is directly related to all the discussions we are having. There is a great need for innovation everywhere. How much does our culture support creativity and what would it be to enhance  or to increase the creativity component?

This would take me completely ---. A short answer it cant be really that short. You know there is an older concept which is still very applicable, how will you know what is right action and Indian culture is the only one that said you can’t. Because it depends on four co-ordinates, this I am talking about the older time, of ---, which is the culture you are in when you take the action, then kala, the time, it depends on the historical time, then it depends on your gunas, your psychological which you get from your last life and shramas, the efforts you put in  at the time. So all four you have to do and nobody can know all these four for an action so you can never know what is right action. So what you can do is the right action is what your parents did in the past, as your traditional gurus or you follow them then you maybe right but it was not sure. Now this supports innovation because it can act against any kind of things what this thing and still say this is right, I know it is right  because nobody is going to say that it is wrong, nobody can say that It is completely wrong so it does support innovation this kind of a thought process and it also supports tradition that I should not act at all, or I should act because all the others have done because I may be wrong so it kinds of both, it ---you and relieves you. Now this is a way of thinking which is not just the ---way of thinking, it has gone into us. I remember, I wont go into this it is in our law books how do you punish. The old law books ofcourse  insulting a Brahmin ---gets 100 lashes, shudra get 20, depends on who you are where it took place and not the action. Every law has exceptions and this has continued uptil now and that is why we don’t get that upset about the exceptions being made because that is a part of our, the most interesting part to me is the new translation of the Kamasutra and there is a chapter of other men’s wives and how you should use them. so it starts with the right one, you should never use another man’s wife but if your passion is going to make you very happy, if you  can get some advantage from the husband of the wife etc etc then you can go ahead and then do it this way and then the whole chapter goes what Is to be done  and then the end comes that you should not have done it in the first place. So this is the kind that ---more, way of thinking ----, way of innovation, creativity, there are no –and you shouldn’t do this.  Thou shalt now, this is not in our and this is a great advantage that we have as compared to say other religions and ------religions where these laws are so strong. We do not have that but it is a disadvantage as I said of  not acting at all because who knows ----.

------because of the genuinety we are becoming an innovative kind of a nation?

I wouldn’t know the business end of that much, what goes into each one of those to be able to answer that. I can just answer as I said with my last remark on innovation part of it. 

If I can paraphrase this and do help me with this if I am making any mistakes, correct me if I am going wrong. In meeting the world, in being able to build world class companies with world class competence, world class quality and standards. It looks as if there are some things that we need to look at  very hard in the form of our national character and the culture with which we run organizations and yet there are certain aspects which are actually quite precious and which it maybe a good idea  not to use entirely because those are the things that make us different. For what I have heard it looks as if we all need to see how we can make our organizations less hierarchical. We all need to see how we can bring about greater assertiveness and a greater sense of self confidence in our people, we certainly need to become a bit more orderly, a bit more performance driven and we need to perhaps improve a little bit on this trust and substance factor which is that it shouldn’t always depend on the context. But the flip side of all of this is that it maybe a good idea to keep the caring, kindness, generosity. It may be a good idea to keep the balance between harmony and independent action and it may be a good idea to keep the adaptability  as far as we can. Is that a summarize?

Yes good summarize, why did I speak so long.

When we started we talked about -----. You said these are one of the main things in comparative advantage of nations who –against India is that you cannot depend on Indian. You used that example of saying that Indians do not keep their word. What is Dr.Kakkar’s response?

My meaning of that is that there is this quality the positive side of which is adaptability and the negative side of which is not having substance , not having that trust factor and so on. So I think from what I have heard of this If you can like any quality take what is productive and what is ---about it and improve the volume on  that and try and tone down that other aspect then you might be a more productive idea of yourself. 

This is the same thing, of not keeping word, the man who you asked directions because keeping a relationship is so important and that is the skill that relationships should not be disturbed. You don’t think that in future it will be much more disturbed if you don’t keep the word but at the point how to disturb you so that you are happy, that is almost an automatic one and which you need to guard against. Think of the future that will spoil the relation much more but it is almost an automatic one, it is just in front. Thank you very much.

Dharen: Ladies and gentlemen, we are having to flip the two sessions that we had planned because Kamlesh Pandey is badly stuck in a traffic jam, he will be here in about 10-15 minutes but we thought that it will be good to save time as turns out that our speakers for the next session are already here. So we will go straight now into the role and significance of the domestic market. The world’s second largest and one of the least penetrated market, it has been an argument which has been presented by those who don’t see globalisation as an inevitability. ---like telecom and motor cycles and so on have shown that it is possible to create some of the worlds largest markets in our own backyard without bothering too much about the rest of the world. At a time when the world is rushing to own a part of India does it make sense to worry about globalisation. If everyone is headed here why the hell are we headed out. shouldn’t we be strengthening our positions in the Indian market in ensuring that our advantages are in no way threatened. That our brands that have been built over decades and they have the potential to grow these markets, to develop serious cash sanctuaries, should we be shifting our attention away from all of that. Prof. Prahalad work on the bottom of the pyramid has also built a strong case for the untapped potential in other developed economies like ours which not only makes sense from an economic perspective but also from a social one. Why then are we working up such an hysteria about going global. But internationalisation of competition is inevitable, you may choose not to step out but the barbarians are at the gates, in fact as we said yesterday they have already come through the gates and the bar on standards is only going to go upwards. You may choose to stay away from their pool but our pool is now up for grabs. How sustainable is our competitive advantage likely to be? Defining the rule of the domestic market therefore has to be a key element in any globalisation strategy. We have seen again and again every single Japanese or Korean brand that we’ve studied has spent a decade or two first building a serious presence in their domestic market, first building a solid foothold there, gaining a lot of strength from there and then moving out. a large home market like ours offers tremendous economies of scale and the nature of  our demands also forces our firms to fo more with less. So basically the questions we are asking is, is it sufficiently demanding when it comes to innovation and upgradation, that’s the question about our market. If we stay in our market will it keep us down? But the more we look at it the more we realize that our consumer is already ahead of us and you see again and again category after category our consumer wants the best, he wants the world’s best and he doesn’t really care where it comes form. So is it true that the quality of home demand in India is actually likely to prove to be a deterrent for Indian brands. This is the question that we are going to look at now and we have two excellent speakers here. I am going to start by introducing the lady first Shanti Ekambaram of Kotak, she is group head, corporate and institutional bank and she is a director of the kotak capital company limited. Shanti took over as group head corporate and institutional bank and as well as director of kotak Mahendra company in 2002 prior to which she was executive director and CEO of kotak Mahendra capital company limited, investment banking arm of the kotak Mahendra group and one of the leading investment banks in the country. She has been associated with this business since 1994 and along with a team of 80 people has steered it into a position of market leadership and established a franchise of innovative deals in the capital markets including pioneering the first book issue in India which ushered global standards into Indian markets. Prior to joining Kotak, she was in Bank of Nova Scotia. She is a commerce graduate of Sydnem college and chartered accountant and cost accountant. So that’s Shanti Ekambaram and let me also introduce Kurush Grant who started his career in corporate planning in DCM as management trainee and then during his tenure with ITC which he joined in 1980, he’s been involved in marketing of wide range of products including cigarettes and FMCG products.. Kurush has handled a range of responsibilities in ITC in and sales management and --- before becoming Vice President in marketing of the tobacco division in 1986. he assumed charge as the divisional chief executive in tobacco business in 1989 and he has been actively involved

In the development of ITC’s new FMCG’s forays including foods, garments and retailing. He is Chairman of the ABC, Vice Chairman of the ISA and on many other boards. Ladies and gentlemen lets welcome Shanti Ekambaram and Kurush Grant.

Kurush: Thank you Dharen for that very nice introduction, infact when I came here and I saw this room full of people I was wondering what I was doing here because we are a whole host of marketing biscuits, people who build brands and a hard core financial professional whose done deals all her life. I’ve been with Kotak for the last 15 years and I came in a little early so that I could hear people. I heard that the early bird  catches the worm so I thought I could get the worm, of ideas but the fact that the early one gets caught. So our session got flipped because some one got late so I will just say that I got caught. I will spend the next 7-10 minutes whatever it takes to talk about why it is important to   build a strong domestic brand and a strong domestic business if you want to be globally competitive. i’ll take a word of what – said, I’m a firm believer that international borders are glorying, the world is one stage and we as India for the first time is really looking at taking a part of that stage or be present in that stage in some significant way. But I think if we really want to make a mark we’ve got to build a really strong domestic presence. I have got a few slides which are pointers and I want to relate that in the context of our business. We are a financial services house which have been in existence for the last two decades and we believe and we are dreaming of making it global. But if we want to make it global we believe that we must be dominant in India. I will just talk about why and the signficance of it and we will relate it to some global industry. You know why and I will divide it into three parts. Its addressing the needs of individuals like you and me, it is addressing the needs of corporate India and it is addressing the needs of global people. lets start with individuals. You know Indians, Dr. Kakar  just talked about the global Indian consumer and I didn’t realize that he will see my presentation and I didn’t see his speech but the fact of the matter is India has one billion people. you know in the early 90s when the FIAs first came to India I used to keep making presentation after presentation, Indian middle class, 200 million people an they would say you guys don’t have any system, we see the market but you know this is become a reality. And if you see the last three years every Indian is aspiring to really be a global Indian. What do I mean by that? everyone aspires for a better standard of living, everyone aspires to have a better education, everyone aspires to travel and see the world, everyone aspires to create wealth and become wealthy. So we are really seeing the emergence of the global Indian consumer and they are demanding, they will accept no less and being Indians they will not pay the price for it . We always want the best at zero value, that’s an Indian trait and that has similar in businesses so I wont complain about that. But today there is an emerging class of Indians which are just soaking up products like never before. Let me talk about the financial services products, people want to buy a house, people want to buy a car, people want to buy a farm house, people want to buy a jet, people want to invest money. Stock markets are creating wealth, property markets are creating wealth, they want to invest money but they are demanding about each one of their needs. So there is a huge business opportunity. We cannot think of going anywhere in the world and saying we are a world class service provider if the people of India do not give us that signature that yes this is a world class service provider. Why do I need to go abroad that is a different matter. Second is we are really seeing blurring of Indian orders. People are traveling abroad for education, tourism, financial products so we are finally seeing the emergence of the great Indian middle class. Something that FMCG and grand marketers from the early 90’s have been in search of saying where is the consumption demand and look at the financial service sector, the consumption demand and the consumption credit has just boomed in the last three or four years. If that is about individuals, this is about companies. You have seen the emergence of the great Indian entrepreneurs whether it is a company which is 50 crores or whether it is a company that is 5000 crores. You see a gleam in the eyes of promoters today, you see a confident step and you see a little bit of a swagger, we can take on the world. So whether it is a Ranbaxy who is buying global company or whether it is a small 50 crore guy who is buying another 100 crore guy in Europe and then in US, there is a huge confidence among Indian business. Indian business requires services like never before. Indian businesses want to establish global benchmark Indian businesses want to establish global footprint.. I don’t know how many of you know but in 1990, Infosys when they did their IPO I don’t know how many people know about it, actually nobody wanted to buy their stock. Today everybody in the world and every guy on the street wants to buy an Infosys stock but how did they make it happen? They made it happen by sheer enterprise so Indians are extremely enterprising and you can see the emergence of the global Indian company. we cannot go to any company in the world and say we are providers of global standard products if a person of the company in India do not certify the same. So a there is a huge business opportunity and b there is an opportunity for branding and third is the global companies who have huge Indian aspirants, look at these companies. You heard about Walmart wanting to come to India, I think the top 50-100 fortune 100 companies are all here in India, they all want to own a piece of India so whether it is a global company, whether it is a global investor, whether is a non resident Indian or it id a foreign investor, everybody wants to buy India and where are they seen, can you take me to Ludhiana, I believe it is a wonderful place with lots of money, can you take me  to Coimbatore, can you take me to Jaipur so I am discovering India myself in terms of the pockets of enterprise, pockets of entrepreneurship, pockets of wealth. So if I look at it  a there is a huge Indian market but secondly and more importantly if we do not have a strong Indian presence I don’t think any one of the segments if they do not certify us we will not be in a position to  go and create a global foot print. I don’t know how many of you are aware of the stock markets but you know we have this ORPHAN stock theory. You know Indian companies trying to list globally, always discourage them saying that do not go abroad without a local listing and the reason is very simple. Because if you list overseas without listing in your home market you become an orphan stock. You became an Orphan stock because there is no referencing back home, there is no referencing form the market you have come from, there is no referencing of price and there is no referencing of track record. So any company wanting to go global they always say first list in your domestic markets, prove yourself in your domestic markets, create a track record and then go abroad,. It is very similar for Indian brands. You must have a domestic base, you must be strong in your markets. Opportunity apart you cannot go to the global market unless you are known in your local market and have created that kind of pace and brand. So to sum up I would say why you need a domestic presence, strong delivery platform, its all about delivery. Strong delivery platform in the local markets to deliver to both local and global giants and the power of being ----. I think Indians today are dreaming big and if you have to be big you have to dream of being a global brand on the basis of strong local presence and I would like to give you a small example. I don’t know how many of you know about Kotak but we recently bought up our joint venture partner -----the worlds leading investment banking group. And when I look at names in the financial side like Citigroup, JP Morgan and -----, they are known globally but they are made up of global people. JP Morgan was started by a gentleman called J.P.Morgan. he started a small bank. JP Morgan is a global name but they first established a dominant position in North America, in the US markets before they ventured out. Citigroup this week Sandy ---laid down his office but citigroup started out in the international markets after creating a dominant position in the USA. Golden sacks was started by two gentlemen, Mr.Golden and Mr.Sacks as a partnership to look at how they could go global. And today they have a global presence in the last 13 years only. Till then they established a strong US presence and when you think of Japan one name comes to mind, Minura. What Minura has created in Japan in the financial services market which now they are creating in the world. If you look at the global brands and successes in the financial services  market they have all been successful because they have a home base with a very strong presence. So that is the reason why I think it is very important and what is the core strength, power of the Indian middle class. Indians have a way of making it, Indians are enterprising, Indians have a way of doing and they have an ambition to succeed, probably it is in our genes. We are always fighting to get school admissions, fighting to get into the train, fighting into a queue, fighting for everything so there is a passion in us to succeed. Power of Indian values. I think Indians understand the concept of relationship management, value systems. It is that middle class value systems which I think as added strengths to add on to a global brand. That is what I call core Indian values. Now it all sounds hanky dori but there are challenges which is the last thing that I want to say is that it is all good that Indian have passion, they want to succeed, they are enterprising. That enterprise is also viewed by many as cutting collars, Indians are known to cut collars. Indians are not necessarily known to meet deadlines, it is called Indian stretchable time, IST is not international standard time but Indian stretchable time, whether it is a wedding or whether it is a meeting. But If you have to get cutting edge some of our core values whether it is meeting deadlines, terms of imposing discipline, governance practices brutal adherences to processes, brutal execution and we have to get out of our tolerance zone. So if I were to say what are the challenges and can I build global brands, absolutely. What are the challenges? These are some of the things that we have to work upon because if you go overseas and you see some of these global brands these are claims that they follow religion and culture etc. that’s it ladies and gentlemen, thank you very much. 

Good afternoon, what I will try and do today is actually give a slightly overview, slightly different view of what I understand and what we understand as the Indian domestic market viz-a-viz  the global market and therefore the development of global brands. We’ve all heard of standard measures and processes of doing business, sort of create value as is understood by the consumer, to carry on to communicate value to the consumer cause creation of value in isolation and in hiding doesn’t serve any purpose and then finally we try to capture value. However I would like to bring in one diference, classically this particular model which in ITC we call the 3CG model. It has always been capture value by the organization, by the share holder. I would like to differentiate this by saying how do we capture value to all stake holders. If in the process of capturing value to stake holders we are able to hold something to the relevant stake holder where we will be coming to shortly. Perhaps whether the market is domestic or whether the market is global, whether the building of brands is domestic or global  doesn’t really make that much of a diference and let me give you some examples. Lets talk about product and process development, if we do not have product and process development within India our ability to go outside the shores of this country to actually develop competent brands and capture value within India starts getting effected. First of all is the whole issue of knowledge that in developing of products whether they be service products or physical products. Without the ability to actually develop products and therefore develop the knowledge base which we need in this country there is no way that we can develop brands both within India and outside India. The second is the development of skills, the development of processes.  We just heard about excellent execution, one of our problems  in India is that even though we have a large amount of RND in terms of research, the actual development, the actual process engineering in producing goods and services very often get affected. So can we develop skills to actually become leaders in India and therefore ultimately abroad. Lastly develop attitudes, if we are not strong in out own home market, if we are not strong in understanding the categories we actually operate in, the attitude you require to become successful in globally is very often lacking and this attitude is an instinctive knowledge about the category one is operating in and this attitude is about the instinctive knowledge about competition, about what to do in adverse circumstances and what not to do in good circumstances. If this knowledge skills and attitude are not available for a domestic market for the product category itself there is a very low chance that one will be successful outside ones own country. There are examples of this not being the same and I think one of the finest examples is Heinekin where they have dome remarkably well around the world not necessary in their home country but I cannot think of any other example. The other issues support systems, if one is not strong in ones own home country, the likelihood of one being strong outside ones own country – rather being a global brand it becomes extremely difficult and ill take an example from one of the industries I worked in which is the tobacco industry. In India we are the second largest grower of tobacco in the world  but we are only the 10th largest exporter of tobacco in the world and although we grow I am given to understand extremely fine tobacco and the reason is that only 14% of tobacco in India is consumed in the form of cigarettes the balance 86% is consumed in the form of bidis and chewing tobacco and other forms of tobacco and this 14% is in fact a declining number, two decades ago it was 21%. The reason being the Indian government for reasons of their own have taxed cigarettes that 3400% higher than the tax rate on bidis and chewing tobaccos resulting into the cigarette form of tobacco consumption declining in India. As a consequence what has happened is the only form of tobacco which is exportable for which we can actually have a global brand commodity and remember tobacco is one of the most profitable agri commodities for any nation going today, whether it is Brazil or the US is cigarettes and because the cigarette market relative to overall tobaccos declining the Indian farmer is finding it extremely difficult  to actually take the risk and invest for export. Wherever there is a fear of a declining base in the domestic market suppliers of raw material, suppliers of goods and services tend to be hesitate in investing in RND has been processes in investing development to actually go abroad and invest in the future. Lets take another example, lets take the example, of the hotel industry, the hospitality industry which once again my company ITC is involved in. If you take a typical tourist focused hotel market be it the business tourists or be it the leisure tourists there has been very rapid growth in the last few years. More than 50% of revenues today come from visitors outside the shores of India in all of the large tourism related industries in India. And this has increased by 20% about a year ago. However without the domestic market to support the tourism industry in India to support the hotels and the spas and the leisure holidays and the spas. Everything we have in India today, most of the hotel chains in India being the one we have would actually close down. If the domestic market is not strong there is absolutely no way to create a global market for your brands and for your goods and services being offered. In the past people have talked about Indian being the land of tigers and snake charmers and so on and so forth and therefore I would like to use this analogy for what is happening in India at this point of time and what can happen in India in the future. In most product categories, in most product markets the Indian market is still very thin on the ground. Over all the size may be very large, we use lots of cell phones and we consume a lot of FMCG products and we have lots of soaps and shampoos and cigarettes and so on and so forth.  But this market is spread over wide geographies, spread over wide markets, over large differentiated markets resulting in a very  thin level of market in India at any point of time. Within this extremely thin market a lot of product  category and certainly the FMCG sector the depth of competition is  enormous. In fact it is one of the highest depth of competition compared to the size of market to any country in any parts of the world. I am given to understand that this phenomenon is not unique to India but most developing countries that have had a rapid growth in the last few  years including  China, including Thailand went through a very similar process. one diference is that there are a lot of other countries In the world including the developmental process actually had a lot of barriers to international competition which we in our wisdom have chosen not to have in India and consequently we are in a situation today where we have very thin markets  in terms of individual product markets and with massive depth of competition. Quite honestly if we can make it successfully in this country we can make it anywhere else in the world . certainly in those categories, in those product markets where the depth of competition is very high. And I would certainly cover goods, I would certainly cover automobiles, I would certainly cover financial services, I would certainly cover FMCG just to name a few of some of these industries. However lets redefine what we mean by the domestic market. Where is value that we are trying to capture actually being captured. Lets take the example of the 100% export oriented garment exporter, doing a remarkably fine job, very successful, supplies to major retailers around the world. About 80% of the value being created out of this particular business is being captured in the hands of the high street retailer in London and New York and Paris and Milan. We need to question whether this is a successful and effective Indian business or whether it is an effective and successful UK or US or French or Italian business which is only outsourcing from India. If the value is not getting captured in India then we need to question whether we are actually creating strong brands within India. Leys take another example of the software business. 25 years ago the software business in India was fundamentally one of body shopping. The value quiet clearly was captured by those foreign companies who were utilizing Indian software professionals to actually work for them, and quite clearly once again the value being captured once again was not in India but the value being captured was outside India. This is changed over the last 20 years to the marketing and development of IT services and by making this change companies like Infosys and TCS and a whole range of other companies actually are moving from export of value outside India to capture of value inside India thereby actually converting what is a successful foreign business into a successful domestic business by capturing value in India. The last item as far as capturing value in India I would like to talk about  is the inclusiveness of value capture. Two days ago the prime minister in an address to the CII in Delhi talked about growth of Indian industry which needs to b e inclusive and rest assured he was not talking about quotas, he was not talking about reservations, he was talking about overall inclusiveness. Is value capture happening in only one area, is value capture happening only to one segment of society and one stake holder or is value capture in the Indian domestic market happening to a much wider audience. I’d like to give a small example of the paper industry which is one of the businesses that ITC is in. We were proposing to set up a new paper mill somewhere in India, I am not allowed to say which state it is in, it is still confidential. And we have two choices, the paper industry being a very intensive capital industry in nature a new mill  will cost us something like 300-400 million dollars, 1500 crores. If we were to invest this money successfully and following normal norms of value capture we would probably put up this mill somewhere close to a port, maybe Vizag or maybe one of the newer ports in Gujarat so that we could import pulp which is raw material for most paper mills from Brazil or from Indonesia or from any such place that grows pulp, bring it into India and then successfully convert it into paper and export it out again. We already have a good brand name as far as paper in this country is concerned and therefore it will make the most sense financially to locate such a mill near the port so that we can capture value successfully in India but would the capture of that value be inclusive. A 1500 crore expenditure in capital equipment would require only 600 workmen to actually run the mill. Is that inclusive capture, is that inclusive value? And the answer is probably not and hence the alternative, should we move the mill away from the port right to the middle of tribal India where there are no goods and services available , where there are no infrastructure available, where there is no support system available can we plant like we have done in the past a hundred million trees in the next ten years, can we create employment for 75,000 tribals and villagers who do not have access to even clean water in the past. And if we can actually do that can we create a paper mill in India which wil not only generate value for the shareholder which is ITC but also value for the nation as a whole and that is exactly what we are trying to do and it is this investment in inclusive development of value capture in India which is ultimately going to make brand building in India more successful, far more effective than merely capturing value for stake holder or capturing value outside this country. Thank  you,

Dharen: Ladies and gentlemen we have time for a couple of questions. 

---after yesterday’s Prof. Jagdish Sheth’s session I asked him the question that how important it is for a Indian brand or Indian company to have leadership or acceptance in the domestic market before it goes global and his answer was emphatic no. and he cited then the aqua centric culture and all those impediments which he foresees to become our good global brands and here is Shanti and Mr.Grant, they were convinced that we need to be strong domestically before we take on the world and go global. I am personally of the same school of thought so where does it leave us?

the largest two brands in the FMCG space in the world are Coco Cola and Marlboro, both ethnocentric, pure Amercano brands, both developed years and years ago for a very select product market of very select socio economic set within the USA which through effective brand development investment , product developments, sales management and so on and so forth have been taken globally and did very successful. Those elements of a brand which are ethnocentric in terms of brand choice don’t have to be strong domestically but 99% of a brand, you can take the ethnocentricity of a brand and actually take it to other countries as a value add. Coco cola and Marlboro is consumed because it is an American brand and not consumed because it is an American brand. Sometimes the ethnocentricity of products are actually advantage. French perfume for that matter, they are consumed because it is French.

Dharen: Does that answer your question?

---------the market value originating from the domestic market unless you done bad, unless where you come from they recognize you as world class. I was convinced till yesterday then he told me no probably that is not the approach  and today we have these speakers telling me no, that has added the approach.

Dharen: ------, like Sudhir Kakkar was just saying it might be time to invoke our good old Indian way of saying it depends, it depends on the rest of the courage. What I mean by that is, actually I don’t mean that preciously, what I mean by that is there are contexts in which it is not important. if you look at Infosys, I believe that even today they don’t care much about our dominating the domestic market, that’s the context, the context in which they have built that brand, the market where it exists, that is the way they have gone. As Kurush was saying there may be categories where propositions are culture specific but ofcourse we need to create an equivalent of Americana to create a proposition and we already have Kamlesh Pandey sitting at the back of this room and he is the man who is going to talk to us about creating an equivalent of an Americana in our very next session so let me just say that we all need to think very deeply about all these issues before coming to any black or white assessments of it. there may be a lot of Indian wisdom in the way of depicting things. 

Shanti: You know again I will take a leap at the financial markets because there is a market because there are buyers and sellers, a guy strongly believes it is a buy and another guy strongly believes it’s a sell. So if I will take a question on two schools of thought there is really someone who believe that you don’t need to be a local brand and I will reiterate this and we’ve seen this, whenever we go abroad the first thing they want to hear is where are you from, what is your standing in the domestic markets, who are the people who are endorsing the products and what is your market share. Then they are willing to listen to you to say okay this is what you have done and you deliver come and tell us what you can. So I think there will be different schools of thoughts just like there are buyers and sellers in the market but I think that the ORPHAN theory is really true in all the cases that I have seen so I am a strong advocate of that. 

Dharen: I just wanted to add what was put on the table that yesterday Jeffery Collen added dimension of be careful of being ethnocentric because he says that whenever there is a problem with the US people burn down mcdonalds so there is this element of caution involved as well. It is not just is it good to be ethnocentric, it is having become ethnocentric and what are the dangers of ethnocentric so it is not a cut and ---or black and white thing as narain was saying.

-----the biological categories, the motivators of that category where your culture or character is relevant or not, perhaps that Is oen way of looking at it. 

going back yesterday one of the ---also did mention correlated that country’s growth and countrys kind of a ----and also the success of the brand and gave the example of Sony , how Japan last 15 years have gone down and that maybe one of the reasons Sony has gone down and similarly how the Us is wrongly  related and that’s why coco cola and Marlboro work well. So I think that India is in the phase of growth, not necessarily only ethnocentric but technology and all that, that’s one of the reasons those kind of rides are coming in and it may not be necessary to be dominant. Dr.Reddy’s is not dominating pharma companies but he is growing fantastic outside.  So it is something to do I think with the local environment and how it is perceived and grown. 

It could be a proposition where you have a product, you have an offering and you have a core competency but the market is not in India, the market is abroad. It has seen proposition and you need to go abroad and you don’t need to look at India. The fact here is to build a global brand there needs to be a need, there need to be  a product to satisfy the need. So if the need is not in India then you have to look at the global market

----markets opening up and the brands going global. At the other end when you look at the environment and its ---in India its very creepy. At one end you have this quota system coming in and privatization problems and then an –called ----is the house in order in the first place before we talk about going global ?

--------. You know what Sudhir Kakkar said that we are imperfect but we are not as imperfect as others. 

Dharen: I think we have something that Kurush mentioned in his presentation that they got to carry along every section. Whether it is setting up somewhere in the heart of Bihar, I don’t think we have a choice because we will continue to have coalition politics and we will continue to have all these issues raised, economics have to happen despite politics and along with politics and I think that India has learnt that lesson , we have no choice. 

Dharen: Coming up here in my view is a very special man and I personally believe we couldn’t have found a more perfect person  to do this session for us. So I will introduce him in a moment but let me first start introducing the  subject itself. The subject as you have seen that we are towards it now for the last day and half atleast is the power of the intangible as we move from the functional, the rational and start to see that the real sources of differentiation will actually be in the softer aspects so what we will discuss here is the role of Indian soft power in this whole issue of building global brands out of India. The terms softpower was termed by the German professor as the power to attract and persuade rather than co verse. There you heard a little about our national character this morning, we are not great at co versing, in the context of ---it refers to be ---of its popular culture, its ideology and its policies rather than its economic or military strength.  MTV have been responsible for selling the American dream to the world far more powerfully than their tanks and airplanes could ever do. Believe me when  I first went to Vietnam, I heard Bruce Springsteen play on the streets of Vietnam, this thing it really hits you like a hammer on the head and it is the other way around too . According to Prof,Nair when a country gets very popular with the American public it gets harder for Washington to follow a hard ---against them . We live in an information world and information depends on its credibility. Countries that are more credible are more likely to be believed. Today the rise of Asian soft power is being recognized by all, yoga came up this morning, ayurveda came up, there is bollywood, there is Indian and Chinese cuisines has already touched upon them have developed large and powerful appeal in the developed world. The likes of Shekhar Kapur have even gone to the extent of predicting that the number of eye balls in this part of the world will ensure that the content in music and movies will strongly be dictated by the tastes of the audiences. In many ways our brands can take the leaf from bollywood which far from giving into the western mode of remaking has stuck to its own idiom.

Thank you.

Dharen

Kamlesh Pandey here, someone who has a vantage point in seeing the world of brands and the world of bollywood from very close quarters. In my view Kamlesh has been a man of tremendous accomplishments. Before I seen “Rang de Basanti”, which is what he did recently, which you can see the kind of powerful chord it has struck and you see that film and whatever you might feel about it  critically you thank God and you thank Kamlesh Pandey that such a film got made. He has been responsible for some of the most effective pieces of communication in the  world of television, cinemas and advertising. Block busters like Jalwa, Tezaab, Dil, Saudagar , Beta , chalbaaz, serials like Karamchand and Kachi dhoop he stradled various words of communication with remarkable he is.  His work in advertising includes the famous Jenson and Nicholson whenever you see the colors think of us. -------, Palmolive ka jawab nahi, Lakme Shamoli verma etc etc. his recent work on the Rajniganda paan masala in many ways actually anticipated Lakshmi Mittal’s bid for arcelor. Ladies and gentlemen please welcome Kamlesh Pandey on the role of ------. 

Kamlesh Pandey

Thank you for the kind words and good afternoon. Let me first begin with a very strong protest against the use of the word ‘bollywood’. I mean literally I hate it. To describe Indian films, especially Hindi films, as bollywood I think is a great insult to our cinema. I think it is the same habitual sickening ---complex of Indians we normally use to define everything in western and for westerner. Why should we always measure ourselves by the standards set by the west? Why do we need to use their skill in the first place? As I love to remind that when the western civilization  was roaming the woods in animal skins and hunting for food, we were measuring the distance between the earth and the sun, inventing the zero, establishing the value of ---, discovering the principles of gravity in atomic theory, developing the signs of healing through ayurveda and writing the upnishads, the Vedas, the Ramayana, the mahabharata and the oldest most exhaustive treaties on politics, economics, sets and theatre. What are we ashamed about and apologetic about. So I strongly protest if the word ‘Bollywood’ is used to describe our cinema, call it Indian cinema, call it Hindi films, call it even Mumbai masala if you want to, I don’t mind but ‘bollywood’. If you have to take your brand internationally first change your attitudes. There is a lot of diference between Hollywood and our cinema or our corporate culture or entertainment . Let me sort of briefly share my observation with you. America is perhaps one of the youngest countries in the world and hence it is not surprising that young people all over the world are drawn to America automatically. It is natural. It speaks the language of young people and the attitude and the arrogance. We see that, we see the arrogance in the American military power. It is just about 300 years old , not much of history and no methodology to speak of. That’s why America has always been spiritually under-nourished, it has no ----nourishment from. Hollywood had to supplement it by creating mysteries larger than life characters. John Wayne, Gary cooper, -----, they were the icons. Hollywood had to try veryhard to composite the lack of root, lack of soul, lack of nourishment. Hollywood tried to fill the absence of mythology through its science fiction films. And even in science fiction films, Hollywood is obliged to borrow from myth-rich Asian countries, especially India. Indian mythology finds discernable reference like in the star wars, face off, matrix. If you have seen these films you will know what I am talking about. Film makers like Lucas and Speilberg have acknowledged the influence of the legendary  American mythologist Joseph Campbell in their work who drew extensively form Indian mythology for the theory of the hero’s journey, specifically referred to the Ramayana and the mahabharat and krishna and  Hanuman again and again.  And if you see star wars very closely then they are all there, there is Ram, Harrison Ford, there is Lakshman, lucas skywalker, there is Rebecca which is Hanuman, there is ---which is Ravan. In matrix for example it is exactly the Indian philosophy of illusion , the maya, the world is a virtual reality. In India we have a beautiful word for Leela and I am just trying to explain how we understand entertainment or corporate culture. In India we have a beautiful word for Leela if loosely translated means a play but leela means more than just a play. It means a person is not a ---but an actor acting out a role scripted by life. There is a big diference the way Hollywood looks at entertainment and the way we look at entertainment. Extending it to cinema it would as well mean that God is a cinema screen on which the word is projected as film. It is all a conspiracy of light, celluloid and lens. It is not real but an illusion. The characters in this story unfolding are not doers but actors including Ram and Krishna. It is all a leela and it keeps happening again and again. Internationally they are surprised, why again the same drama, every year we have a ram leela, why the same play again and again. In Hollywood they don’t do that. they don’t make the same film every year after year and so on and so forth. Why do we keep doing the leela again and again and again it has to be enjoyed and not analysed, that is the psychological thing between Indian entertainment and Hollywood entertainment. We believe in enjoying it and not analyzing it through bits and pieces. In fact one of the hindu stories behind the incarnation of Vishnu is that they all represent the nine ‘rasas’ because God himself takes various forms to entertain his devotees, even god is an entertainer. I wil give you example how the dus avatars are related to the nine rasas in our natyashastra. Lord Krishna is shringar ras, Ram is veer ras, waman is hasya ras, parsuram is ---ras , narsim is bhayanak ras, madh is ----ras, kachao is adbhut ras, vara is ----ras and budha is shanta ras . the shloka goes like this, dus rupaankarein yashmadhyantibhavaka nama sarvi vibha----- bharte cha. That means the one who with ten leelas entertain the devotees, I bow to that all knowing supreme actor Vishnu. Long before Shakespeare defined the world as a stage an Indian scripture said brahm natya ---sarvam,, the entire is a play of the devine. So, in India, entertainment and enlightenment go hand in hand. We have given entertainment such respect and reverence, it’s not funny. That is the key diference between Hollywood and Hindi cinema. The birth of popular entertainment in India can be traced to the birth of spirituality. The scripture says that after the 4 vedas were created brahma wondered about the need of the common man who was not literate enough to understand the Vedas. So he ordered bharat muni to write something which not only entertain the masses but also gave them values, ideas, insights and spiritual wisdom to live by and bharatmuni wrote natya shastra, the most exhaustive treaties on the art of story telling, theatre and dramatic. Our brahma was so pleased with Bharat muni’s work that he blessed him. I think you may be hearing it for the first time from me. the shloka goes like this, very interesting, bharti minaste shyam prakyato bhratavaya yadidam bharate varne shubkarprakaram. Meaning is; form now on this country aryawar will be known as Bharat warsh on the name of bharat muni. Bharat varsh literally means the country where great theatre and entertainers live, so bharat actually means the country of entertainers. We are all entertainers in our own way and bharat also means in search of light. This again is something very interesting. Bha is light, we all know that, Bhaskar, Prabhakar etc Hindi . Rath means in search of. Bharat means in search of light. So in India entertainment and enlightenment became  two sides of the same coin now which countries name can claim to have this unique combination. Britain, America, Germany, France. With spirituality at its core, India became a country of great story tellers from all our oldest Vedas, puranas to Katha sarithas, panchatantra, folk tales and million other sources India has the richest source of stories from our folk theatre which has taken the culture of entertainment to our cinema. Entertainment India has always had its spiritual core and this is the major difference between hollywood and Indian cinema. For Hollywood entertainment has remained amusement and more or less to believe that entertainment Is life, even cheap entertainment and that is why one finds so much of Hollywood entertainment superficial, just pure popcorn. For India life is a Leela, from our folk theatres to our movies, every form of entertainment is an effort to get trust with our roots, our ancient consciousness, ancient wisdom of sages. A theatre for us is not merely a place to pass two hours but a kind of group therapy. My friend Sudhir Kakar who is around, I saw him there, has some wonderful insights into this theory. A gym where we exercise our emotions to the fullest and go back home richer, better, healthier and wiser and i am not talking about films like Garam Masala, Neil and nikky and Shaadi no 1. they are aberrations and they are not the tradition. Hollywood has the body but we have the soul and the body is now slowly but certainly drawn to the soul because it has been missing it for a long time. We on the other hand are now waking up to the fact that the body is too important. it is important to dress up our films well, package them well to get them reach an audience which is becoming more and more demanding every day as it gets exposed to the best executed entertainment from Hollywood. So if Indian films particularly Hindi films are taking India to the world, there should be no surprises and if as my friend loves to predict then the next is spiderman takes off his mask he would be an Indian, it shouldnt come as a surprise either. India has never invaded any country in the past but now India is taking over the world through its entertainers through stage -----called Bharati consisting of 14 hit Hindi films and the spoken part in Hebrew written by me, funded by Sahara India parivar and produced by an Israeli producer, the people who made cat on the hot tin roof. It drew houseful opera house for 6 weeks and ten merits of standing ovation every night in tel aviv. It had its world premier in Paris in October and is now scheduled to go all over the world. in a way Indian entertainers are taking the world by storm. From Bharati the -----to Rajnugandha the ads and my film Rang de Basanti I have tried to take India to the world in my own way, small way. Enough has been said and written about Rang de Basanti so I  will limit myself to Rajnigandha here. Rajngandha has always been the largest selling paan masala in the world but the common perception was different. Because of sheer visibility and enormous ad spent the nearest competitor was perceived to be the leader. Rajnigandha needed an initial that corrected this perception by transcending such claims sometimes descend to, it needed a leap of phase and how did I find that phase from real life. I have been close to some very interesting people, who have not sacrificed their Indianess after their phenomenal global success but actually flaunt it. they are not apologetic about their Indianess and in fact use it to their strength. This pride in Indianess, this confidence, this attitude idiom and body language was completely new. It was a complete reversal of the situation only a decade ago when we had to use the credibility of international affiliations and connections to sell an Indian product. some friends of mine who are here from advertising they would remember that. Japanese technology and American technology , British technology and so on. A friend of mine who is ---and who started India’s first TV satellite channel which I was heading for a few years still smokes ulta bidi. I know you will know who I am talking about. Even in his international negotiations I think especially during his international negotiations . I have seen him in action when his ---and the world’s most media -----wanted to buy him out, he said, of course smoking his ulta bidi, India is not for sale and on ----exactly same words he used, India is not for sale. Not only did he hold his media mogul himself 100 times his own size, even thought that infamous ---company to become an NRI in UK. He could have bought any British company but he chose to buy that company because they had ruled India for over 200 years and it was time India ruled them back. Some may have called it a bad investment because East India company was a loss making company. I call it the pride of a conquering Indian who could never forget that we remained conquered for over 200 years and it was pay back time. This attitude will reflect the sensibility derived from Hindi films but so what, it was. And then there is the story of my friend Shekhar Kapur who was shooting Elizabeth and everything that could go wrong was going wrong. So what does he do, he orders coconuts to be broken everyday before the shoot starts, an old Indian tradition. Call it sheer coincidence or the victory of Indian tradition the shoot went of smoothly after that. so I could see that this was going to be a century of concrete Indians, atleast that is what I would like to believe and perhaps every Indian would like to believe and that is what became my concept for Rajnigandha, ----and  I used this true stories in my TV commercials. If you remember the TV commercials you will know what I am talking about. There are ---in the TV commercials which you might notice the Indian businessman who eyes the East India company is reading a Hindi newspaper in Britain riding a limo driven by a british chaffeur, don’t forget the implications on an average Indian. In the second TVC a American businessman is trying to buy out his Indian partner but instead gets himself bought over by the Indian business man who proudly says India is not for sale. I used exactly the same line in my commercial. In a TVC which is a montage of images of the concrete Indians you will see the coconut being broken by an Indian director working with Hollywood stars, a newly wed Indian bride teaching maths in MIT with mangalsutra hanging very clearly on her t-shirt, that is the image of new India. Swastika on laptops, mangalsutra on track suits and a ---other images that you might come across everyday in your daily life. In fact when we launch a rocket before that we break a coconut, what could be a better example of victory of Indianess. And at the end of every TV commercials all the winning Indians are very proudly consume Rajnigandha, also share it with foreigners. The very suttle implication was that Rajnigandha could be a decent healthy substitute for chewing gum. So Rajnigandha paan masala winning over chewing gum, that is another way of India taking over the world in a very small way. For many people it took some time to truly get the reference to East India Company because our history has been very weak but once they got it, they admired it. The American businessman trying to buy his Indian partner out but himself being bought over by him was considered too far phased. I got a lot of hate mail for that ad. But recent history has proved that I was not wrong. Maybe before time but not wrong.India ---its soft culture can help change the world’s perception of India, let me give you a few examples of the power of Indian films especially Hindi films. Love marriages were never encouraged in India, never, we all know that. I firmly believe that since the 30-40s Hindi film songs have given this primarily illiterate nation the language of love and given the masses the voice to fall in love and if necessary fight for it. Hindi movies have done it. One mehmood introduced the entire country to the magic of hyderabadi style, one Ganga Jamuna introduced the entire country to the sweetness and spice of Bhojpuri language, one Devdas played by Dilip Kumar romanticized losers in love to such an extent that it made an entire generation of young Indians hit the bottle, it really happened in 57. I was in school those days, I could see that. these are just two examples of the power of Hindi films. Hindi films have been dominated by the Punjabis ever since the partition and the Punjabi film makers form Raj Kapoor to Yash Chopra to ---Chopra, to Aditya Chopra and karan Johar to name a few have sold the Punjabis dance and rituals, Punjabi dance and music, the Punjabi food, the Punjabi language successfully not only to India but to the world. Today the Punjabi menu is a favorite with US presidents. The punjabi accent is  ----, I as a screen writer obliged to use it frequently to create characters. One recent example is DJ in Rang de basanti. Similarly Punjabi humour, Punjabi attitude is sold worldwide. I will give a few more examples, karvachaut has never been a Hindi ---tradition, I don’t know how many of you know that. karvachaut is strictly a Punjabi tradition, it has never been a tradition in Hindi ----. But the Punjabi film producers have made it so popular that it has now become a festival for all women of all communities. Mangalsutra was never a symbol of married women in the Hindi belt, it is a Maharashtrian tradition but the Hindi cinema has sold it so well that today it is taken as an Indian ritual, Indian symbol that every married woman must wear a mangalsutra, it was never there before. You see in the films of 40-50 it is not there. Hindi cinema has sold it. Even rituals of marriage which are specific to only Punjabi weddings are now used in weddings of other communities. Today Punjabi idiom and Punjabi bhangra have become so much a part of our life tha tthey are not punjabi any more, they have become Indian. Not just entertainment today even education count on Hindi film stars to make it a national issue, the recent example you all know of. Aamir Khan for narmada issue. They did a political party or a public service, they can’t do without Hindi films stars. Today most weddings look like movies and movies look like real weddings. Even the wedding pandals are decorated like movie sets, costumes are borrowed from Mr.Karan Johar and Aditya Chopra films and so are the music and the dance. Film choreographers are hired to teach dance step to the bride and the groom and other family members. So see how Hindi films are invading our lives. So if Punjabis can do this for themselves why cant we do it for India and Indian brands. The background music as well as the costumes and sets of Hollywood blockbusters are echoing India for example gladiator was costumed and its set was fabricated in hyderabad. Sitar and tabla are now familiar instruments heard in the background music of most Hollywood films as well as in popular concert music. From Nicoel kidman to Maddona and Jennifer Lopez, they are all dancing to Hindi films tunes, Hindi film music is rocking the discos all over the world . A.R. Rehman is storming the team, Shekhar moulded the Elizabeth image of Indira Gandhi and the character of Sir Francis -----played by ---in the film had shapes of Lord Krishna in mahabharat. If you read the script or see the film closely you will notice it. M.Manoj naik Shamlan is carrying the ---through the ghost stories that is grandmother’s knees. We are getting under hollywood’s skin, into their music, their costumes, their sets , their characters, their stories, the hugely successful face off was borrowed from an Indian mythological story where two men fighting over a woman interchanged their heads and memories. We had science fiction written 5000 years ago. Matrix has used the well known Indian story maya ----has the same theme that the world uses only the virtual reality . this third matrix ----had to include Indian characters, the man and his daughter to underline the idea and now George bush is advising Americans to learn Hindi so what better proof that we are getting there. It is not that whether Hindi films can do it or not, Hindi films are doing it already and American research agency has predicted that by the year 2015 the audience for Hindi films will be the largest in the world and let me tell you oscar or no oscar Hollywood is getting jittery about Hindi cinema. So many of Hollywood technicians are rushing to India to find work, its not funny. Most of our ads today are shot by cinematographers from the west, make up, costume, art direction, animation in every field a reverse brain drain is happening. Indian films in general and Hindi films in particular are creating a ---for all things Indian in the heart of the minds of the world so why cant it do the same for Indian brands. Coming back to Rajnigandha my client has been so thrilled with the success of the brand and the commercials he has now commissioned three more commercials for this year where we use an Indian composer, an Indian fashion designer and an Indian IT student  who assert that Indianess and in the world. we are getting there where we belong, the top of the world.

Thank You. 

SOMEBODY : Thank you for that inspiring speech, one question is that if there is so much to be proud of in Bollywood why are we chasing the Oscars, why are we behind Hollywood?

Kamlesh Pandey : I don’t think we are chasing the oscar, I think it is just a mere formality that every country has to send a film for the oscar entry, it is not that we are hungry for Oscars, we are doing pretty well without it. And let me tell you sooner or later because Hollywood works on money, business, commerce. Tomorrow the day the audience of Hindi film become much larger than the audience for Hollywood films you will see what happens at Oscars. Oscars is pure business and nothing else, it is not about good quality, it is about good money. So if to morrow our films have bigger audience than Hollywood we will be in Oscars.

SOMEBODY : A very natural question about why no mention of Indian TV while the Indian film industry is gone global why is there no Bold and the beautiful from the Indian TV industry and your Rajnigandha has become popular on Indian TV. I would have expected some reference to TV and why it is so far from being global? 

Kamlesh Pandey : I’ll tell you why. See, first Indian Tv is still in its infancy. We are still trying to fight for the eye balls in this country. If you look at all satellite channels, news channels and so on you will notice that we are still struggling to find a foothold, define ourselves what kind of program we actually need to showcase on our TV channels. If you remember the golden age of Indian TV was about 15 years ago and very ---on DD of all places and not on satelitte channels. Those good old days when we had buniyad and yeh jo hai zindagi , we had humlog and we had mahabharat and so on and we had variety . we didn’t have a single saas bahu drama at that time if you recall. That was the age of the most experimented ----. What is happening today is that everyone is trying to play safe because one saas bahu is working so there are million saas bahu on the channels. An audience is getting fed up of it. Even Ekta Kapoor, I know her well, I admire her well because she is the symbol; of one of those conquering Indians, she is so religious, so conservative in a way and yet so modern. In the moring arti and in the evening disco, that is the young girl of India today. She understands the psyche of Indian women perfectly and I am not surprised at her success. Even she has now begun to experiment -----. I don’t want to start the names of my serials with K. I am in war with that serial myself, she is going to do that. same thing about the story, the content, she wants to go away form saas bahu because the audience too is getting fed up. So I think that maybe not now, maybe not tomorrow but maybe 5 years down the line you will see the change. The language is the other issue, to go global you have to have English, you cant have Hindi unless the world learns Hindi as George bush expects America to do. Now the moment you change the language it becomes a very different scenario, where are we going to finds actors and actresses who can speak the language well, even finding actors and actresses who speak Hindi well Is such a hard task. You will be surprised that how many of our actors cant speak Hindi properly from where they are making their money. , the language is again a big issue. 

SOMEBODY (probably Jehangir Pocha): I am sorry I was trying not to ask questions because I already had the stage but the issue of language is one that resonates a lot with me because  one of the things that I mentioned yesterday in my presentation is that you talk about decolonising the Indian mind, your speech could be seen as a little triumph for this which you said it in English. I wanted to get your comments on this difficult problem that we have of language because in China, just to remind people, we talk of the advantage of us being English speaking, we haven’t got the disadvantages of us being English speaking countries and I am wondering how do you see this unfolding over the next few years? 

Kamlesh Pandey : You are absolutely right, I think there is some reservation  about the language issue, Hindi is still not being the language of the corporate world even in advertising. I was the first ---writer in advertising in this country who did not translate, who refused to translate and wrote Hindi as a concepts so we still have to go very far in that area. that we must begin to respect our own language, the funniest thing is that Hindi cinema itself is conceived , written mostly in English, the dialogues are written in roman, it is so weird, our actors except for a few exceptions Amitji and Aamir and Shahrukh they can’t read Hindi, they cant read Devnagri script and they are making a living out of Hindi cinema and they can’t read Hindi. They have to read it in roman. 80% of our actors depend on the roman because they all come from Mumbai, they all come from the expensive schools where Hindi is the language of the maid servant, it is not the language of the family head. So we have to raise the level of the language. Not only Hindi, I am talking about all Indian languages. We have 18 languages which is as good as English, better than English in fact. So I think it is upto people in communications in marketing, in advertising, entertainment to take the languages forward, all the Indian languages and why only Hindi. And it will begin when we respect the language. I don’t know how many of you read Hindi everyday or you know about any Hindi writer who is writing in our times, no. which Is why now you will see a lot of the work done on TV is almost English and not even Hindi and English. Hindi is a very powerful language and very expressive language, I love to write in Hindi, I love to speak in Hindi. In this seminar I had to speak in English because of my friend.  

SOMEBODY (may be Dharen): Ladies and gentlemen can we break for lunch.  

Dharen : I am afraid that I have to ---with the same facility of words that he has so let me just go straight into the subject which Is what should be the role of governments in making our firms globally competitive, that’s the subject that we are going to deal with. We have a very interesting panel of speakers. I am going to invite them onto stage in a minute but in the meantime I will quickly walk you through what we intend to talk about. Now a lot of you may say that the subject may seem more of a -----, government and global competitiveness, do these sit together?  This is what we will debate and figure out,. there is one point of view that a lot of Indian business houses have which is the less government is the best form of government. Now that’s one point of view. Our economic policies over the time and for many years we have had the most regulated markets and ironically all the regulations have never resulted in ensuring safe, superior products, all that consumer did not get better service or choice as a result of government intervention and government policies. Now clearly we have seen two kinds of models, one is the Japanese and Korean model where governments have played a role in ----companies and ring fencing them in many ways in ensuring that they have a playing field that they can prosper in. the other form of government is the American model where it is being completely laser fair. Now within this what works best for us is what we are going to talk about. We have three very eminent speakers and I am going to invite them one by one. First on the stage can I invite Mr. B.S.Nagesh who is the managing director of Shoppers Stop. Please give him a big hand. He is a legend in the retail business and therefore I am going to speak very little about him, everyone knows about his many accomplishments in making Shoppers Stop one of the biggest, best and most respected retail outlets in the country. He has been recognized as one of the top 50 managers in India. He has got many other achievements and accomplishments behind him. So I will now move on to the next speaker. Again another legendary person, a person who has completely revolutionized retailing in India, a person with a huge vision for the country in terms of retailing, Mr. Kishore Biyani, Managing director of Pantaloon. And finally my old friend and colleague Mr. Suhail Sheth who is now the CEO of a ---tank advisory company called ----. He has decided to give up his advertising or temporary put it. –and I have worked very closely for many years in ----- , wonderful personal and business relationship. Now that we have got these three gentlemen here what we are going to do s t ohave a panel discussion a s we did yesterday where we are going to invite each of them to talk for a brief period of 5-7 minutes on their understanding of the subject and then we will ask them to brandish –and get into battle. Can I start with Mr,Suhail Sheth.  

Suhail Sheth : Good afternoon ladies and gentlemen. I don’t know why we normally get chosen for what is known as the graveyard hour for speaking. Post lunch I don’t know if any of you are interested in government or business. Having said that I think there is  a certain amount of hypocrisy which Indian business has laced itself with for several years. We chose government intervention when it serves our purpose, we ignore government intervention when it doesn’t serve our purpose. Narain Murthy hates the government for intervening in IT but Narain needs the government in order for Lufthansa to fly out of Bangalore, that’s a reality, is it a good thing or bad thing I am not willing to comment. The tragedy Is that you cannot choose your bed fellows depending on levels of convenience and ----because it does two things, one is it forces government to get involved, s econd it forces the system to ---these people. can government help India and Indian industry, of course it can. How? There is a very important organisation called the India Brand Equity Foundation which was started by the government in partnership with the CII which has been doing reasonably ---work, more such public private initiatives need to happen and if they do we will see the government being an effective catalyst. We need to open government to understand what branding of brand India ----, how do you position India as an economic investment destination, how do you create vibrancy in the ---and embassies you have all over the world. How do you make your ambassadors and high commissioners great economic statemens rather than just carriers of foreign policy notes between countries. If we are able to energise government in that respect then government has a tremendous role. For far too long many of us have constantly been in ----people and talking against the role of government with against government intervention. Government does play a critical role as far as country to country dialogue is concerned there is no question about it. The government can also play sometimes a positive role although I am not in agreement with the role that the government played with Lakshmi Mittal. I don’t think we had any business to support one man’s hostile bid of a steel company when that same man on Feb 24th 2005 in an interview to a financial times said and I quote, “there is nothing Indian about me”. But the government well all over trying to promote and support these bids, there needs to be beter communication  and organization in terms of what we seek from government, that hasn’t happened. Bodies like the CII have done tremendous work in identifying what needs to be done. The charter of concerns as it were has been tabled, do I see a future, I think there is a tremendous future . It is not about whether government should be in business or not in our country as long as we are the functioning ----democracy that we will be there will always be a role for government and government will have silent -----, they will influence you in manners that you and I don’t know. and it will range from airport privatization to the allocations of SSCs. So that’s gone happened, lets not ---that away. The trick would be to leverage the potential that the government wheels because of the state machinery it has at its command. For the last several months there has been enormous talk and in fact it has only accentuated in the last several months about the rural ------. I said that at a CII function about 2 weeks ago, I don’t believe there is anything called a rural consumer. It’s a myth and at times it is a statement to attract  empathy or sympathy, there is a consumer in the rural market but to call him a rural consumer and to say that you are doing him a favour by getting into the market is silly. You are going to the market because you need to add to your consumer base. Government can play a very critical role in expanding the pie for many product categories. In even simple things like releasing spectrum for telecom  companies, that’s where government can play a tremendous role. Government to my mind can play a tremendous role by ensuring that they create the least barriers of resistence in any kind of economic march to a certain level of progress. Finally I think government can play a tremendous role if the level of distrust of business is watered down, we’ve moved far away from those belief that profit is a dirty word. I think if this partnership is engendered both government and business will work. After all whose government is it? 

Thank You.

Kishore Biyani : Good afternoon, my view is quite different in terms of  government, Being a retailer I think the government has met retailers form the world but I don’t think the government has met any Indian retailer till today. I believe that India was created in 1947 in a very different environment  at a different time in a different way. I think we have reached a long way in getting the paper industry, the textile industry, the sugar industry, the basic infrastructure industry I believe the next round of economic development in this country can happen out of consumption so I think the government needs to play a role of relooking at themselves absolutely, look at creating a scenario planning exercise of how the whole economy will unfold looking at the 1.2 billion customers which we have in this country, how we can increase consumption, how we will drive growth which will adapt to the consumption. I don’t agree to the seminar global brands, why can’t we first increase consumption in India , I don’t know why do we subsidise exports, why do we want to create everything for the export market . we are not doing anything for this country, we are not doing anything in terms of increasing consumption, raising of infrastructure , look at the mobile phones, ---call blocks happening now because the capacities are jammed. We used to reach in one hour to my place, we build fly overs and we take one hour 30 minutes in much better cars now. Just because the roads are jammed. We used to stand in the bus queues earlier , now we stand in the queues at the airport, we never reach on time so we are a nation who has never planned for the future. We have never created infrastructure, we have never created any scenarios  and whatever scenarios we are creating today they are made out of textbooks in 1940-50s which were written in some countries,. I believe that most of the economics in our country were born in some era, some time an I don’t think there is any relevant ---by any means so we believe that we need a new level of thinking, a new level of scenario planning exercise in terms of how we want to shape up this country which is going to emerge because we are the last leg of the consumers left. And the whole world is looking at India but unfortunately we don’t look at India ourselves.

Thank you.

B.S.Nagesh : Good afternoon everybody. I get worried when Suhail starts the panel discussion. Because he starts with words like bed fellows and all that. I don’t know when in this modern era, when you no more talk about marriages you are talking about living ins, why can’t we have the politicians as bed fellows as the choice that we want. So I think we will have to think about what the modern consumer wants and I think the government will have to behave the way the modern consumer wants. If you ask me, from a retailers point of view, the government has to bring in policies first for the consumer. If they recognize the consumer in this country rest everything will get recognized. Everything that is being done is not being done to help the consumer.  Let me give you some strange examples. There was a fire in one of our stores in Jaipur and to resolve the cause of the fire and to get everything out to say what was the reason of the fire, insurance and all that it took 6 months. And on the other side we have had ----of adorement. Local government to say that we need better parking near the store, we need to get better road access, it never gets resolved because that helps the consumer. On the other hand we also saw something  that the government did that we were shocked. One of our customers had a problem with his pant zipper and we got a note on the card from the consumer court and as usual someone thought it was a postcard and so we threw it away and the 6th day we got a fien which was 650 Rs. for a trouser and 6500 for not attending the courts and we settled the consumer within 6 days so he got a trouser which was not faulty. So I am saying look at the things that happens. On the other side when we want to do something for the consumer the kinds of issues that laws have been created in 47, created by people who are born before 47 for consumers who are 20-25 years old. We are about to open a new format and I am for the first time learning that format. To get a license for coffee shop I have spent one day in police station, I went to three police stations. What is it that you want to create, do you want to create a great Indian brand that has to go globally, I don’t believe so, the whole globe is looking at India, the consumption is happening in India. We need to create a globally competitive brand for India and I think that’s what is very critical and for that you have to get the best practices wherever it may be. We want our consumer to enjoy so we say you can spend upto 25000 dollars without questions asked. You can go and spend it in Dubai but if the same thing comes here and you buy it you have to pay 40% duty. Look at the ---in all these policies that are coming. I am not trying to criticise the government, I am just saying that if the role becomes a facilitators role I think as consumers of good we will actually see fantastic things happening in the country. Thank  you. 

Host : Thank you gentlemen, that was very interesting, I could see two strong points of view from that side of the table, retail side of the table where they feel that it is the consumer who is the king, who we feel building global brands is actually building global brands from India which will stand the test of time. are there any questions here that we can address to the panel.   

Somebody : This is to all three of them but if the focus was consumer at the end the quality and pricing going to the consumer then why is it, that is my perception, maybe I am wrong, the gentleman here are against the foreign investment by retailers?

One of the Speakers : I believe that it is becoming very ---that one should not oppose FDI., I am not a fashionable person in any which way. My point is very clear that India’s biggest asset is the consumers today and the whole world wants it. Today retail is a 280 billion dollar industry. If you allow FDI today you will get 1-2 million dollars of investment an if you delay it you may get 20 million dollars of investment. I think as an Indian I ask, whats the hurry. This is the last leg of our assets that lie with us. Its our region, its our market, why should we give it away free to anybody. 

One of the Speakers : I don’t know if it is free of cost or not.

One of the Speakers : I am talking about India, India is above the consumer, it is the country which we represent, we can’t sell our country so free. 

One of the Speakers : I have a slightly different opinion than Kishore, I feel that if the Indian consumer is going to be exposed to foreign goods then the question is whether it is Mr ambani, -----, I think it really doesn’t make any diference as long as you want Indian consumers to be actually exposed to international practices. As far as FDI and FII I think it is more a debate issue because any brand around the world can come and nobody is going to stop it. The consumer is able to buy anything that he or she wants and if it is big versus small I think that there are enough big players. So I am saying create one feild for everything. We have been supporting saying lets get FIA into retail so money will come in, but open the field for everyone is what I feel.

One of the Speakers : Let me tell you as it is. The truth is, every Indian business person and rightly so is not as nationalistic as he is concerned about valuations. So it is all a matter of time, when valuations is good we don’t mind getting foreign partners in, that’s the real truth, look at what happened with telecom. Is it a good thing, why not if someone is making 20 billion dollar instead of 2 billion dollar why will you wave the flag today. Is this a disease we have been afflicted with, yes, the same people who want a level field, did not want this for the Indian consumer, they gave, the consumer for 30 years technology which polluted our skies. So there were convenient bed fellows between government and industry at that point in time which served industry to follow a regime raaj as much as it did government. Lets not fool around with each other, that’s how industry and government viewed its partnership. The partnership was admired in the interest of big business and government . 

Thank you.  

Protectionism in my mind is only protectionism.  For only one reason, protectionism in mind is in words is self esteem and confidence.  Why would I seek protectionism if I genuinely believe that I can compete?  What I would seek is an illumination of hindrances that our government is so easily capable of creating.  Our beauracracy is easily capable of creating.   Those hindrances are what we need to get rid off.  But to ask for protectionism in this age of BN age to mind is sin.  It helps no one, ultimately I am a believer that the consumer must be the final arbitral as what she or he wants to buy and what she or he wants to reject.  And consumers are smarter than all of us put together.        

Somebody : I am Ramkrishnan from Bajaj Electricals. This is more of an observation. Fact of the matters is there is hell of a lot of protectionism as for as developed countries are there.  I mean a cow in the US gets subsidized to the extent of a dollar a day and you know what the per capita income in India is. Their markets are not open to us. There are enough trade barriers. I mean, you have a European Union and if you want to penetrate that European market, it is extremely difficult for you. You are outside the European union to get in there, there are trade blocks, there are free trade agreements and if you are outside those blocks, you just don’t have a chance. I think in my opinion, FDI is needed in sectors where the economy today whether it is infrastructure, whether it be power generation, whether it be roads, whether it be airports, if we as a country not able to generate that amount of funding, that is where FDI is needed at this point of time. And I agree with what Nagesh has said FII or FDI, the color of money that doesn’t matter but FII looks at an investment differently whereas FDI, if it comes in at an early point in time then the entire valuation, the benefit of it goes to the international investors and it doesn’t remain in Indian hand. So I think at best we can consider something like a calibrated way in terms of FDI being allowed in sectors such as retail but it has to be done in an extremely sparse manner. I mean, look at what has happened, at the end of the day if a Bharathi that has valued at certain level a substantial portion of that wealth is still within India. And those who are coming in at a later point on time, coming in by paying certain premium.  So I fully endorse what Mr Biyani has said.  The enhancement in valuation, particularly which is focused on an Indian consumer, should remain largely with Indian investors and those who are coming into the country, should come in by paying the required amount of premium and the premium should accrue to Indian investors. That is an observation.

Dharen : I think we have gone a bit out of the channel that we have started talking about, we have gone into FDI, we have gone into retail, we are looking more into a more global kind of a position as to whether government is helping, can help in making our companies globally competitive. Suhail bought up very touch on this critical Arcerol bid, rightly or wrongly whether Mittal should have been supported despite what he said, what not said, whether the government of India, let us keep retailers aside for a moment, is doing enough to help brand India. Building brand India, building an image of capabilities and competence for Indian made products and services.

One of the Speakers : I just want to, Rao is absolutely right, this is not discussion on retail or FDI in retail. They have a retail prospective. The basic discussion is can government help Indian industry become global. I think we need to pose, I am not playing schematic, I am willing to understand that when we say global, we are not necessarily talking an office in New York. We are also talking about a culture transparency, culture of corporate governance that could stand and be benchmark to International norms. So that is difference which I also want to park. Having said that, I think the government for all its sins, can play an exceedingly positive role, if business understands in partnerships without strings attached, lies the future. What is always happening is when business, it approaches government, it is always for its sectoral selfishness rather than for national character or national progress as it were. We haven’t yet given a blue print as to my mind, I don’t know if anyone has, if we have given a blue print to the ministry of External Affairs, I am not talking about ministry of Commerce, to my mind going a great job. Have given a proposal to ministry of External Affairs as to how we can energize our missions, our chanceries, our embassies to become effective outlets of economic showcasing of India. I don’t think we have.  We have a few ambassadors and high commissioners, who because of their own zeal and inspiration do these kinds of things. Do we believe that when a prime minister goes to Hanova as Dr Manmohan Singh will in next 2 days, what is it that Indian industry should be seeking? Who are the kind of partners we will be looking at? Why should the prime minister only meet the Indian community there which apart from seeing Shah Rukh Khan movies, has nothing Indian about it. He should actually meet VC’s, venture capitalists of that country and market India. I believe government does have an enormous role to play. I think media has a tremendous role to play. If both these organizations play that role, I believe we have huge potential to create a global India and I don’t mean India at 19 Park Avenue, Manhattan. I mean global India in spirit, culture and effectiveness.

One of the Speakers : I think India has been marketed very well. Prime Minister and lot of ministers have taken lot of people and sold India. All the Indians, all the foreigners have now come to buy India. India has gone into absolute inflationary trajectory and this is going to kill India. The whole problem is the land prices are up, the fuel prices are up, the gold is up, commodities are up. What is not up? Today I have become a poorer man because the flat I wanted to buy has doubled in terms of price and I don’t have money.  Because foreigners have come in.

One of the Speakers : You see, we always encourage NRIs.  Mahatma Gandhi was NRI. He gave us freedom, why are you worried?

One of the Speakers : I have become poorer that is what I said.  I am not worried.

One of the Speakers : You know, it is not about I, what matter you say everyone.

Somebody : Mr Nagesh and Mr Biyani, you said that you are not interested in that this subject is not very necessary as for as you are concerned, let us look at the scenario, I am not disputing it you may be right but let us look at the scenarios of 5 years, 10 years down the lane when you have set up stores and you might see and sense that you are ready to take on larget market and you are ready to go outside the country. What kind of help would you expect from the government at that point of time when you want to set up a shoppers stop or Pnataloons in London or New York or in Milan or in Dubai.  Don’t you see there is no possibility at all for your sector?  

One of the Speakers : I think at that point of time we would be very powerful and we will get breakfast meeting with all the prime minister in London and US like the others get it. We won’t require any Indian ministers to help us in any way. Retail is very much local whether it happens in London, I mean if it takes 3 years to make a mall here it becomes 20 years to get regulations in London. So retail is very, very local. As far as global or globalization, I think what we require in India is, globalizing Indian industry. Globalization is not taking this company out side India or bringing outside company to India. I am saying the best practice is which can complete globally. Can we become strong enough, why is that if Wall Mart come in, everybody is saying that if Wall Mart comes in, it will wipe away.  Today if US has 85% organized market, let us now forget that Wall Mart input share is 12% and output is 8%. It does not own 92% of the market. So it is not right that we can’t be competitive, we can be competitive. And to be competitive we require a great Indian fan which we are going to create irrespective of Wall Mart going to come or not coming.  So I don’t think that is the issue. The issue is, what can the government do to make Indian companies be globally competitive within India because the market is not global. Honestly if you go to outside the world, you will get 1 million dollar market, in India 20/30 billion waiting for us. So that facility is totally forgotten by the government for that there are 100% of things you can list out. Some of you will be surprised that to sell a bottle of dettol I need a license. I mean this is all written in 40s. I don’t know why it was written.  We require facilitation, for example, look at what has happened to Indian employees. Today we are going out side and earning so much, Ok?  There is already shortage of Indian employees. Why can’t the government say that if Indian retailers are going to help
create an education system to build up retail employees, you will get concession. It also helps education of women, education of girl child and all that. So I think lot that can be done in India.  Let us not fool ourselves and say that everything is there outside because there are tremendous possibilities in Indian globalization possibilities in Indian companies within in the country.

Dharen : You are absolutely right, there are no disputing this point.  There are 2 clear aspects. One is becoming global and 2nd is going global. So becoming global is as important as anything else as it deals perhaps as much with becoming global as it does with going global. So that is well accepted and I don’t think there is any dispute with, anybody amongst over here with that issue. However, having said that, becoming global, what are the 5 important items on your agenda which you think that the government could be of help to you?

One of the Speakers : Well if we have to become global in the international market, I think we will have to take government support to access the market. That I think one of the things that will happen because only money will not help you in accessing the market because many of the market may have restrictions which probably we have today. I think that one support you require from the government.  Other than may be, if you look at, well I don’t want to look at concession because it is not required. Concession to go across, may because there is bilateral agreement between that country and us in terms of repatriation could be an issue, in terms of free movement of employees which I think become a very, very critical issue. Today we can take out Indian employees, take them to local because there are lot of opposition from the local retailer because if we take outside employees they may loose employment locally. Today they are loosing employment locally.  I think these are the 2 things that comes on my mind immediately. I don’t think capitals will be an issue because capital is available to good companies across the world. In terms of expertise, we would have become globally competitive when India, we should be able to compete globally also.  Leaving these two which is bilateral state and we are able to take care of our employees across the world and we are able to use retailing because they are lowest in employment. Could be two of these issues that come to my mind immediately. I am not too sure that anything can be added up now.

Somebody : Implicitly you are telling that to become global in India, you don’t require any government support.  That is an implicit kind of Mr. Biyani do you have anything add to that?

Biyani : I have a lot to say. I mean, I will just move away from that subject.  I will just remembered something. I believe that the biggest role that government can play is to strategies for the scenarios in the future which will emerge. I think that the biggest gaps in India is the education system also, which was created way back. The way I look at the headlines one day in all the news papers and news channels was, IIMs, which only graduates, 1200 people are here. 1200 people only. And it was the head lines all over. I don’t understand how many people were affected by something like this and how it can get head lines? I don’t know, we don’t do anything mass. Our design education like NID I knew, there used to get graduate only 30 people a year.  That is it. Now they graduate around 140 year that is total brahmnical way of education which only meant for elite few people. Why can’t we create thousands of graduates?  China is crating 100 thousand graduates on design alone because our aesthetic sense is so poor in this country. If you don’t produce more number of graduates and if you don’t produce mass number of people, I think we are going in for big debate tomorrow because we can’t grow this whole country without a good education system and in that huge numbers.

Somebody (probably Jehangir Pocha) : I want to take this back to the role of government, one interesting thing is every one talks of government as it is one thing still it is not. I mean government in itself, apart from roads weeps, there is central government, state government and local governments. In my experience of having lived and worked abroad and looked at governments and their interaction with business, lot of your complaints that you make on central governments are pretty much the same as many parts of the world.  The difference again is marginal, you know. I think the real difference that you see and say India and China and India and other country because you come down the government as you change so to speak. When you leave a central government in India could run a central ministry in China. But a mayor in Bombay couldn’t hope to run a ministry in China. The guy who runs the water supply in a Chinese town is 10 times more efficient that the guy here. I think the problem in India is not so much at the central level, I mean, it is there but it is universal almost that the problem really becomes serious as you come down the chain it is about what touches people’s life with your product, your last smile, your last contact at the customer point of sale, how clean your streets are, how you get your water supply, how you get electricity, how easy is parking and access, I was wondering if you could talk a little bit about that, leaving aside this big issue of FDI and all that, what is that take to improve governance who are touches people who are touches business in cities, in towns and how would your government to change at that level in India.

One of the speakers : See 9 out of 10 issues we talked about is of only local governments. Most of the central government policies are effect at a very, very big scale as of today and if I had to use some harsh words, it is fairly pathetic. Pathetic to the extent that if somebody has dug the road in front of your store and also it can’t make your customer enter your store and also make a customer enter his own home which is next to it, to get permission to say ‘I will fill the road’ is very, very difficult, forget asking them to fill the road. There are issues because of the way they are, some of governments run, some of the businesses are run in the local governments. So most of the issues we talk of consumers and becoming global, at the local level are actually at the lowest level. I think all the issues I was raising goes at the local level because we deal with each state and many times we also deal with local wards where the stores are. If consumer getting bad, end of the day because of what is happening at the local level.  

??? : Somehow we don’t seem to have address really the issues, let me take the example of Mittal and Arcelon. We heard Suhail’s view point.  What are your view points from other side of the table?

One of the Speakers : I think there is no relevance, Sikander has won the battle, what can I do? I agree with Suhail’s view-point, it doesn’t make any sense. Why should our government talk about them. I never understood anything but Mittal is not an Indian, he doesn’t want to be called an Indian, he is doing something, let him do. Why are we discussing it.

One of the Speakers : I can give a counter point. I wish it has something to do with Bombay I guess. But that the topic just been taken miles away. The topic is does and can the government play a roll, we all know that ill that plague are governments. I mean, you don’t need a rocket scientist to know that the roads outside are dug and remain dug as long as long as some corporators are paid off. So why are we talking this? Thing is, can we inspire people in government to do some amazing work, over the last few years it has begun to happen. It has begun to happen, there are state governments which are begun to adopt face of mockery, are they really doing in brick and motor form, one doesn’t know. We see the examples of people like chief minister Rajasthan, Vasundara, you have seen examples, Chradrababu Naidu, you might turn out and say he lost the election, that is irrelevant. Has the state governments realized the worth of economic activities, yes, they have. Even Buddhadev Bhattacharya, Chief Minister of West Bengal has realized that. If you think that everything will change over night, it won’t, but can we start addressing at least the low hanging fruits?  Because what we are trying to look at is, rewrite the Bible. Can we at least start singing the hymns in a different manner, I think that is the more critical thing. Suddenly we got some news channel here, we are doing some PR work. I mean I am not doing any PR work, I don’t need to stuck up to any government, I don’t care a damn.

One of the Speakers : When you run a business, you set target for your people to achieve. Tell me, if I go to the mayor, if I go to the state government, what objectives can I set, give me one objective you can set. You can’t, but then why will they deliver anything economic, is this the economic interest there?

One of the Speakers : Nagesh, this discussion is not to inspire a civil disobedience movement against existing forms of Indian government. We all know that the government in India is as effective or as weak, you and I make it to be. We all know that there are certain ills the plague the system of governance. The topic this afternoon is, can we create partnership between government and industry either to globalize the Indian industry or internationalize global industry. I am only hoping to stick to topic.

One of the Speakers : I am also coming to the topic. I am saying what makes two people stick in partnership, when the objectives become common. As you were talking about it, I am trying to relate to my 20 locations and trying to see that whenever we have made anything to make two people come together, what are the hindrances we have faced, so can we set one objective which can become common. I am not able to think. It was nice that what Mr. Naidu did was great but what happened after that. I was nice that what happened at Bangalore, everybody went with ITC people but why is it happening? Is it because economic interest available at the government level? What is the interest, is it survival for 5 years? Is the interest of taking home large money, which is not aligned with the businesses?  It is nice for us to sit on the dias and talk about the things but after 20 minutes you go off and I go off but I am saying what is the root cause? Root cause is there is no common objective for government to perform for you. You tell me what is the common objective, you will tell me it is vote. So if it is vote, it is not going to get aligned. Can we think of one objective they can deliver for us, I am not able think.  Short sighted.

One of the Speakers : No. I believe it is fairly cynical approach. All though mine and your sake in reality, the point is that there has been instances of the government attempting to perform. And I will say this straight, many a time that there are people like you and I cause most grievous of hindrances. If you take examples of Delhi where you have richest homes tamper with electricity meters, they are the one who contribute to the transmission and distribution losses, media houses have the largest amount of electricity theft.  You know, we are now getting into a debate where we actually have to analyze our DNA of responsibility. The point which I am still making is, given all these ills that will remain and will not disappear over night, what is it we can ask government for this particular topic. I agree with you, they will never change the, the law itself remain for 10 years. Can we at least address this? That is the much larger issue, I mean, that is the issue which has to do with basic human dignity. You know, I can get into whole debate on the criminal justice system. I can get into whole debate on whole civil procedure code but the point is does this issue get addressed and sorted out. We must actually ask him because you will kind of, you helped us focus on larger government issues.

Dharen : I think we should close here and it would be nice to hear some view point from people like Mr. Mayav.  Mr Mayav do you have any take on this. No?  Ok.
Thank you gentlemen, we had interesting but some what inconclusive if I am, may absolute honest kind of discussion.  Sohail has talked about the possibility of partnership between the government and the corporate, Mr Nagesh and Mr Biyani has been very firm in their view that it is the consumer who is the kind.  Government fronts are little role to play and that most importantly we should be looking at Indian market and therefore this objective is some what in their view, not opposite I must say.  Having said that, I think we can come to a conclusion that anything more that any one wants to add as a last word, please feel free to do so.

Gentlemen, we will now move on to our next session, which is all about Leadership with a Global mind set.  We are fortunate to have Mr Arun Maira, who is the Chairman of the Boston Consulting Group in India.   Mr Arun Maira has a combination of hands on leadership experience, consulting experience on leadership teams internationally and thought leadership as an author and speaker on the subject of Organizational transformation. As you know that is one of theme we have been discussing all morning. Mr Maira is the thought reader and writer on the subjects of transformational change and the leadership, he has been credit with writing three books, The accelerating organization, embracing the human face of change, shaping the future aspirational leadership in India and beyond and remaking India, one country and one destiny.  He was the member of Tata Administrative services and worked in several senior positions of Tata Groups in India and abroad for 25 years. He has also worked with Hafadalitil  in US consulted with companies across the world on the issues of growth strategies and transformational change. Mr Maira advices clients across wide variety of industries, met many countries on issues of strategy and organization, working with clients in North America, Europe, South America and Asia. In industries ranging form Automobiles, steel and oil, pharmaceutical and financial services. He also advice governments, international agencies on leadership processes to accelerate developments. Mr Maira is the member of International society of organizational learning and the international futures forum and trustee of Aspin India.  He is the Chairman of the CII National council for national capital conservation and development and chairman of CII’s Leadership Summits. He is on the board of several companies and educational institutions.  

Ladies and Gentlemen, Mr. Arun Maira.

Arun Maira : All right we come back to the conventional.  I have got a break out of convention. I want to congratulate the Indian Society for advertisers, Momentum, the sponsors Tatas and others for having put together this conference. I think it is important and very pertinent subject of Global Brand out of India. When I was asked, many weeks ago, month ago actually to consider working with you at this conference, I was really, really turned on. And I asked, what is that I could contribute to this conference. And I was told that I should talk about the ideas in my book ‘Remaking India, one country, one destiny’.  I wondered as I was talking to him, you are talking about building Global Brands out of India, what is ‘Remaking India, one country, one destiny’ got to do with it. He said ‘You think about it’ and I did and then Momentum called me, ‘look, here is the format for meeting and the subject that we have broadly in mind’ and the documents he has sent me is very intruding. It has the title, it was an early document I suppose, of the design of the conference, reversing the Alexander effect. I was again turned on and intreat. And with these two steam alloy, I began to think. The subject given to me is Leadership with a Global mindset. So it is the Global mindset, it is the leadership in that context and it is about creation, about creating leadership. I think I must go back to Alexander. He was the young man about 16 years old. And he was, let me go back a moment and come back with Alexander then, when he was 16 years old, in a small place called Mathedonia which was not even the city states of Athens and Greese which was shining in those years, 3 to 400 BCs and beyond Athens and Greese lay the mightiest empire in the world the Empire of Persians beyond which lay Alexander’s dream.  For the young man, so much to cross, wanted to get to India. I guess that why he was saying, reversing the Alexander effect. This man at the age of 16, this is what he said to his Secretary General, his tutor, who then wrote his biography, Alexander’s biography, he said the Gods dream in the heart of men. Dreams, desires and aspirations that are often much bigger than they are. And the greatness of a man corresponds to that painful discrepancy between the goal he sets for himself and the strength that nature granted him when he came into the world. In other words, ‘I have a dream and at this moment I am not capable of realizing that dream’. So there is discrepancy which is painful only because it won’t let go of your dream. If you let go of your dream, there is no discrepancy and there is no pain anymore. To hold on to that pain, that discrepancy, then to do something about it. So that is the story. And I will fill the theme in of the source of leadership, as I go on to, sharing lot of thoughts with you.
I was young person in Tatas, sent out in the mid 60s about 30/40 years back, when Tatas were invited to set up their first operation out side India, it is was in Singapore. So I went with two directors of Tata’s sons.  They got an allowance of ten and a half pounds a day, for six days. We could not stay longer, no week ends. And I got nine and a half pounds a day. So I was in Singapore to create a new project with these two directors. And I found my people at my level is it Tatas, is that a name, is that a word, what is that mean. To the youngest person who has joined in India with a strongest brand name, it was a complete shock. Slap on the face. Cold water on the head. I and we were unknown. Not for my directors, they were talking to Brooke and Swee, Heep and Hue, those people knew who Tatas were. 20 years later and those 20 years were eventful years for me certainly in my organization, Telco which is now Tata Motors, where we were able to establish in a country around Singapore and around India, we can establish the brad of Tatas in our vehicle. I would say with proud, we would in our neighboring countries Singapore, Malaysia, we were able to sell within a short period of two years products, trucks with a Tata brand on them at a price higher than the prices of American trucks and higher than the prices of Japanese trucks, even though our specifications on paper were less than theirs. We built a confidence in this brand, a trust for which truck owners endorse our opinion, they want durability, reliability and trust, paid more money and that. So there was some experience now how do you build this brand again with new audience, I had the benefit of the brand in India which was effected on me when I was in here but here how do you take the brand name across. 20 years later, in mid 80s, the government of India along with this industry had its ambition, we need to build global brand, take them out of India. We need to get them seen in, respected in Europe and United States and we would as government, willing to support building the brand of India and only where the brand of India can be built with the Indian products which are bought, used and seen, in those countries. Which products today, they said, which organization today has any hope of having a product which is visible and have some experience of taking this product out of this country. So naturally one of the two organizations they asked was Telco and they say we will pay money and they did, at that time a million dollar to a consultant from America, to help us think improve, what would take us to sell our products to Unites States of America and I went with those people and our team. We went across to US, we already had design, what the product would be. And we sell the product today. Design, what it would be and we took it to various parts of Unites States and the focusing we didn’t, the American company did. They had potential customers in groups, Texas, California and east coast. I must tell you, the first part of each of those groups was delightful because they will ask people, what are your needs, they wanted something they could trust, something which was durable, something which was reliable etc, it was went on. And also must be elegant, it also must be whatever it was and then they will unveil the model of our product hoos and haas was terrific and they will ask how much would you pay for such a product, you know what a GM costs and what the Ford costs. And issues of proes and corns and they would come with a price which was frightening and then that fellow will gently say everytime, this product will be coming from India. And then, in 1987, looking around, shuffling around, some one said, do they make these things in India, I didn’t think there is industry in India. They were talking, this was the perception there. It struck us that we would have to take another route. Now what we realized is, we were apparently able to engineer and design a product but the perception in the consumer of our ability to deliver was not there. So two years later, a year later, I with my colleague in R&D with Tata Motors, arranged a meeting with the global management team of General Motors, the technical team of General Motors, in their head quarters in Warren Michigan, Washington at which we said to them, ‘Gentlemen, you are the biggest company in the world but you know you have a problem. The market is requiring more and more products because you have Japanese competitors you have German competitors and your own competitors. The number of products that you will have to put out in the market to compete in every segment is becoming so large. In fact the truth is, as you know, since then to today is double, the same size of market in America the number of model being sold is double. Also we said that the life of the product each of them as you put out, is going to be less. So you will have to develop these products at a lower cost so that you can recover your development cost of your product in good time. And we in India can design, develop and engineer a product for you at one third of your cost. These were engineers that took that seriously. But again, from India? This is going even further, when you could say you can assemble the product and sell us, do you mean to say you can help us in design, you could help me in making the tool, American company? The meeting ended with, the Chairman of the meeting seem to be young man, if I have to give a price of audacity to anybody, I will give it to you. Yah, it was a dream, the mordacious dream but we realized that we had something that might be going for us.

Here is the world today and in this world the American world the Japanese world the European world the Developed world that big companies are there, they are competing for their own markets and new markets. In this world, in our company, Boston consulting group and other consulting companies, we find that every board of companies in those countries, must have a China Flag and today they must also have Indian flag why, because as you heard in the previous session, China and India with a one billion people each are potential growth markets. The more consumers shall buy so they must have the strategy to sell in India sell to India and China. Lately though, last year some of them have become a little concerned because Indian companies are having best to sell in their markets. And they wonder what is going on here?  This is not supposed to happen those are under developed countries to whom, we give technology we take their money to help them do something. How can they come here, it is like a member. India when Alexander came here was a big country and big empire. Then how could this young man on a horse come here with two of his solders. So we have helped his lines I put together, to study to look at each challengers the attackers from the rapidly developing economies of the world, China, India, Brazil, Eastern Europe and South East Asia. Very systematically to look at starting with very first 3000 companies in these countries, to look at each one of them, had already begun to achieve some presence outside their country therefore becoming more global and doing it in a way that one could see some strength in continuing with that journey for becoming even larger and more global. And we came down to then 100 companies which passed the test to be now described as attackers from the rapidly developed economies. India is one of them. But I want to show you, what the results shown. Firstly, there were 100 such companies as I said, out of them 44 are from China, 21 are from India and the remaining 35 are distributed over other 9/10 countries. So it is China and India. 40 of those Chinese companies are government companies, 4 of them are private and one of whom is pure Hong Kong company. Out of 21 Indian companies 20 are private companies and one, 21st is ONGC, a public relisted but government, largely government owned company. See this difference in the character of the 2 economies, you can see it yourself. How do these companies do in terms of profits, in terms of phase of growth. See this chart here.  This chart shows the total share holder return produced by companies over the period from 99 till now. The black line is the share holder return produced by the SNP 500, the biggest company in Europe and America which is about flat over these years. Which is why, ofcourse those companies are looking for markets, the growing markets, emerging markets. Over all in the emerging markets, the total share holder returns being produced as it shown here was an increase of 160%, the white line. These 100 companies, the rapidly developing economy attackers, produced a return of 170%, 168% so these are really comparative companies out of these emerging markets. And amongst them, CD Engine 201%, yes even more comparative than the rapidly developing economy attackers. There is something about the mind set about the global leaders that we could pick up to go with that.  By the way the 100% RDE, rapidly developing emerging attackers, are growing at some 30%, sorry, 24% per year, very large growth. And the larger part of that growth every year, is out side their home country. In the case of India the growth every year of these 21 companies is 30% per year. So the Indian companies are growing faster, hard sharper, more competitive and more profitability than the rest. I will be looking to these 21 companies, we found was leaving ONGC aside, it goes out side to secure resources, raw material resources. The other 20, almost all, by and large, companies who are taking Indian engineering design, new product abilities, they were brought mass production capabilities.  They were not economies of scale but economies of scope that they were taking into these countries to do that. But how did this come about? It came because a long time ago in the 50s and 60s, we heard about those regulations which were made and imposed on us. There was unintendedly  some good benefits for us. Firstly the British colonized us and prevented industry but they taught us English language. Secondly in the early days, as I said, we wanted to build the commanding heights big institutions for higher education, big steel plants, protecting domestic industries, forcing it to do everything itself. Not allowing it to, as I said, go bouncing go get the resources that you need it technology and other things for yourself so freely. So the built capabilities in Indian companies to do things in depth, the sort of thing one mention to General Motors in Wardon. And the third thing you will be surprised, that we felt went wrong, it was population. Just see what has turned out.  Industrialization of the world began 200 years ago, 250 years ago with the use of steam engine and then in petroleum engine, everything productive in factories and industries. And those engines required fuel and then fuel is oil and when the countries are using this oil for growth, USA, Japan and UK ran out of fuel and where to go, they went to middle east and other places who providing the fuel, earned a lot for themselves and those who used that wealth sensibly are doing very well.

We are now in the service economy in the world, all the rich countries with lot of money, very few people work in the manufacturing, very few people work in agriculture. Those economies are supposed to be service economy and not knowledge economy. The fuel required for the service and knowledge economy is what, is people. No longer the thing in the ground and so if you project now, this is the projection till 2020, where will they be this fuel, the fuel of people young people, trainable people in the world, there are three colors, the red or the color of the countries which will have a short fall of working age people in relation to their economic size, all short Germany, Japan, UK, France, Spain, United States, Australia, Russia even China, one child policy, you pay the price later. They are running short and will be short.

Yellow and Green, green is only one country India which will have a surplus of 47 million young people, employable people trainable people in relation to the size of our economy and here is the fuel that we could be using and began to use the fuel of both of out companies and our economy in the world.

So Ladies and Gentlemen, when we talk about Brand of India you have been hearing, we look at picture and said, the Brand of India has to be its people. And people in terms of creativity, their skill, ability to do things, many things, new things. Quickly have a low cost. This is not a scale. Our brand of people is not soldiers, it is not single line factory workers, it is more creative designers, engineers and people as we have in IT industry. Doctors, professors, as so on, artists, we heard earlier. Designers of cloths, movies and we get recognized for that and income for that also. So we got to now build India and now strategies for India with this strength, which means leading people actually. I am now going to come now therefore the question of Leadership but before I get to that, I want to show you something else which is extremely important.  We are feeling very proud in China and in India and we will be big sells,           

2 or 3 largest economies in the world in the year 2050, ok, there are 2 charts here, the 1st chart show the usual pattern as countries grown their GDPs, their income per capita has always grown. This is in the history of economic development. And thus the US is the largest economy and also perhaps very large per capita income as you see in the left hand chart. Japan follows and Germany, UK etc. But for the first time, in human economic in the history, 2 of the 3 largest economies in GDP will remain poor economy and India as you see, the circle which is not colored will be a very poor country over all actually, even though our GDP will be very large, per capita will be, still a poor country. Very important implication, which discussed earlier, one is the market of India will not buy the same project or at the same prices. That will be sold in those richer countries. No.2 is, as said earlier, since we are going to have brain, whole pool of employable people, trainable people and they will be earning little which our chart shows, they will be low cost also, so the cost of people should not raise in India. And so, something we could discuss this time during questions, how come people in Bangalore, engineering industries in India are complaining that they can’t set people at the right place. The people are there, just have to go to right places train them help them, our cost can’t go up on the people side if we do that. The 3rd thing is however, the business models require to sell into India are going to be different to the business models that has been successful in the richer countries of the world. The environment growth, I want to caution here that the physical environment growth is not going support the growth of China and India. If we keep going from 8% to 10% India and for China I projected as 10 and 12%, within 15/20 years as calculated that the amount of water, soil, forest product and air that we will need for China and India, alone will be equal to entire planet, we have to have another planet to be able to support the growth of these 2 countries and the world. So Gentlemen and Ladies, we cannot just blindly copy the technologies and the approaches to management of the countries from outside that we are copying today and saying that is practice. And expect that we will be able to grow to 2050 to the size mentioned there, we will run into a road block as you begin to, in many resources. You run into very serious road block in about 20 years time and 25 at the very most. So leadership is about discovering new way of doing things not following the way others have been going. So who is a leader, happened to be a leader in the global world. I have one definition after much search. This is the debate we have been having at Momentum earlier. And I heard Peter Drucker person who has written best books and 10 qualities of a good leader, best seller in America 1992, on a platform with 5 CEOs of American and European countries who are getting global. I was thinking of this question how do the build leaders with a global mind set? Jafer said something, and this person who gave this book with 10 points and then this panel was asked, what are your quotes, they all said, you know, just formulate descriptions and the techniques against each of the 10 so called qualities, really doesn’t create leaders. What Drucker was saying was really correct, what Drucker said was, the quality, that the spirit that is in the heart of leadership and the rest is then learnt like Alexander said. So here is the definition of the leader. A leader, he or she who takes the first step, towards that which he or she deeply cares about in ways that others very well wish to follow. It is about action, it is about taking steps not just talking, it is about caring for a cause or something bigger a dream and aspiration towards that which he or she deeply cares about and especially in the global context about ways in which others everywhere wish to follow. Why would they follow just because they feel respected, they feel understood, they feel they your dream and you know their dream and so they shall follow you. So the ability to listen and understand if people who are not like you, who can’t grow up the way you did, either because they were in another country or because in our own country they did not grow up like that. It is going to being leaders in the new global world with that mind set. So there is 3 dimensions to that globality, one is obvious one which we talk about which was in the picture of the globe and geographically being in many places conquering many places. The 2nd dimension of globality is about the globe itself. It is about respecting the whole system of environment, the basic resource on which we grow our companies and our economy. And the 3rd dimension of globality is respecting and touching people wherever they are. Alexander thought the world was flat. We for many years have believed that the world has been round. Thomas Freedman said, actually once again the world is flat when Thomas Freedman was here to launch his book in India because Bangalore where he started, when he said that, there was a person from India who said, ‘Mr. Freedman, just because people in Bangalore able to saw people in America and understand each other, doesn’t mean the whole world is flat. May be these people in these campuses in Bangalore don’t know what is going on in the slum across the road and certainly not in the village, outside Bangalore. But there is a long way to go yet before the world is flattened in terms of connection and understanding in between people, still a very wrong word and we don’t know the person on the other side.  

Ladies and Gentlemen, Thank you very much.

Dharen : Thank you Mr. Maira for those excellent insights, thank you for that very touching definition of leadership.    

Ladies and Gentlemen, we time for couple of questions and after that if I might request you to, if you have more questions for Mr. Maira, please use the Tea Break to ask those questions so that we can move forward in line with out schedule.  But we can take couple of questions, if there are.  

Yes Sir.

Somebody : It is quite evident from discussion that the leadership is all about people and I think, everyone reemphasizes that. The question I have is that you know, as you said earlier that we have to develop local capabilities before we become global. What should be done to develop what we call, internal branding? Leadership are the pride of India within the entire communinam of this country. What can we do to drive this as a movement within the country before we take it out?

Arun Maira : Thank you. I think you asked us a right question. In the earlier discussion in the panel, I was feeling like judge sometime, I got the chance. Suhail had mentioned about building the India brand. Building the India brand, right. It referred to India brand equity foundation has a partnership between government and CII. I can go back and tell you something about the history of that. You are invited by both government and CII to help things through whether it is possible to build a national brand and if it is, then what is the roll of government in that and in industry in that and so on so forth. So in that we studied many countries attempts to build national brands, deliberately build them, US has deliberately done that and it has happened. And we looked at South Africa, Australia, New Zealand, Portugal, countries who have in recent times been deliberately trying to establish a brand image for themselves. We came to real insight, South Africa where really got it. First the people have to have pride and confidence in themselves because the brand is established by what they do. So the campaign in South Africa to build a South African brand, the first one, which went for 3 years was called ‘proudly South African’. And after that was something like ‘South Africa everywhere’ something like that. And I go back to the story told to you about Malaysia, where we sold out trucks at a higher price, it is because the people we have were so confident and proud of being Indian and they were very practical about that discrepancy, they took feed back very well, didn’t feel that demolished us, we had to do something with it. So once we can get into that spirit, there is something in us, without being arrogant then, I had to learn more but there is something in us. We have a chance. It is I think some of the thing, begin to realize about ourselves. When the world sets to us that something in you, we begin to wake and say, ‘what is it’ but let us not think that we have ended the journey there. There is a possibility, they are noting potential, they are not saying that you have arrived at the result.  

Somebody(Jehangir, probably) : You know I have noted in my presentation also that the China’s growth is actually Public sector driven.  You have mentioned that in your report as well. Sir, you seem to imply to me if you comment on that the leadership actually more essential because China’s authorization government like country, and naturally leadership resides hatefulness to any more whatever, 40 years company that lead come from the government sector. And then in India leadership has been, real leadership has been in the private sector that is why Indian private companies are among in the forefront. So is it that leadership actually transcends the idea that the government can’t and can do things. It is really much more about where leadership resides it is in the government or private sector that determines success ultimately.
Arun Maira : I think, you know, the model of producing change goes hand in hand with the type of leadership available to ourselves.  In the case of China they have great leadership at the top in the government. Please, the way they are determinedly going ahead, that is very high caliber leadership.  They may not meet that much entrepreneur leadership as we would be because we opened up our place to say let people do their own thing, the more free market democratic model but we do need many more leaders taking charge of themselves than perhaps China might need over all. But again going hand in hand, if you have only a few leaders probably better off for you to have a very middle top down control system. If you have like in India every one juguard master can do something then you fauve condition for entrepreneurship.

Dharen : Thank you very much Mr. Maira, thank you very much Ladies and Gentlemen, can we have our Tea Break quickly now and can I request you to be back in 10 minutes, Thank you.
Dharen: What I have now for you is a bonus. I’d been requesting Shrikant Gupte to try and do a session on the HR implications and he had been finding it very difficult to give me a commitment. He has been able to give me a commitment only in the last couple of days or so. We’ve tried to fit in this session because we feel it is very important. As Indian companies start to acquire foreign companies, what do you think happens. I mean we may have a post colonial mindset but there may be a post colonial mindset that operates from the other side where you’ve acquired the company and they still talk as if they own you and it is not very easy to develop a cadre of managers that are genuinely cosmopolitan. So here is a man who is actually grappling with these HR issues, which you are beginning to come across as Indian firms start to acquire foreign firms. Shrikant Gupte is an engineer from IIT Kanpur and an MBA from IIM, Kolkata. He brings with him 3 decades of very rich industry experience. He spent 16 years in the paint industry, starting with Asian Paints, in the area of manufacturing, factory management, sales and marketing and supply chain. He spent the next 11 years in Marico as a member of the top management team. His areas of responsibility were operations, marketing, sales and R & D. for the last 4 years; he was the CEO of the nature care division. During his tenure Marico grew from a 76 crore family managed group to a 750 crore professionally managed company and he is best known for building the super brand Parachute. He joined Piramal Enterprises as Group President HR. He is responsible for HR, IT, Quality and Strategy for the entire Piramal group. Within the Piramal Group, both Nicholas Piramal and Gujarat Glass have acquired companies in the UK, USA and Canada in the last couple of years and Shrikant has been actively involved in the post-merger integration. The reason why I think Shrikant is a particularly unique guy is because he has that very rare combination which is - he has done a lot of marketing and a lot of HR and frankly as companies become brands, staff becomes your most critical communication medium. To have something like that must be a blessing because we are all struggling to somehow get marketing & HR together. Ladies and gentlemen let’s welcome Shrikant Gupte. 

Shrikant Gupte - Thank you all. I’ve been promised that if I keep this session any longer than 10 minutes, I’ll be cut off. So I’m going to stick to it. What I’m going to do is I’m not going to be really talking about key HR issues, I would talk about the business issues that get translated into HR. I think the first thing I would like to say when Indian companies acquire companies abroad then the first thing that is required is confidence and that is what we see is lacking in many of the companies and that is the first thing we are doing in the Piramal group is how to build self confidence within the Piramal Enterprises. This tells in many many ways e.g. before acquiring a company when we are negotiating if you feel good about yourself, you know that you have a value proposition that they do not have, the kind of price you will pay, what will you negotiate is very very different e.g. I’ve been involved in the pre negotiation due diligence and at that time the few things that we talked about were that we may not pay the top dollars, but we will ensure the survival and thriving of this company because we know how to do it. The reason Indian companies are acquiring companies abroad is because there are things that we know how to do better than them e.g. there are lots of areas in manufacturing and design where we do things better at substantially lower cost. So we have a value proposition which is relevant to their customers and that’s why we are buying these companies. When we buy these companies if you go from a position of self-confidence then you feel good about yourself. That I think is the key issue. Many people we have seen who are also buying companies are not having that self confidence, are paying top dollars to acquire these companies and at the end of the day you may not make all that much money out of it. This is the first thing, building that self-confidence in people is a very important thing. The second thing we have noticed related to self confidence is that our employees go there and we have seen some really efficient employees and managers who do very well in the Indian context. When they go and meet a Britisher or an American they are not confident enough in dealing with them. The companies that we are buying are the companies, which we have to buy and turn them around. It requires managers who will be able to go and work with confidence and lead the teams of people there. Creating that leadership here is very very important. That’s one of the key things with which we are engaged, which is creating a pool of talent of people who are comfortable dealing in cross-cultural environment. That is a very very important thing that we are doing - Building self-confidence and dealing decisively with the companies that we acquire.  That is another part of this. Next thing that we are involved with is what we have seen there are a few insights. Let me tell you. We did some surveys; there are some cultural surveys. We did some cost surveys. Culturally, we saw that an acceptance of acquisition by an Indian company was highest in Canada, followed by US and lowest in UK. The Britishers still believe that they own us. This is cultural, you can’t change it, but you have to deal with this. The second part to this we also saw was that in terms of the cost competitiveness, the most competitive was Canada, followed by US and the least competitive was UK. So the overall salary structures, etc., etc. UK is actually very very uncompetitive. I’ll give an example. This may come as a surprise to many. People at the entry level you are talking about young M.Scs. who join in a pharmaceutical company we call them a level one person, if you compare him with a young M.Sc. in UK, the salary difference in terms of the total cost to the company is 1:15.  As you go up, if you go to the president level and you compare the salary of the Indian president with the president there, the difference narrow down to 1:2 ½ and it goes like that. It is a pyramid like that. What it really means is that people who are doing these low value added jobs in these countries are actually sitting ducks. Our country is so much more competitive which means that this entire cost competitiveness creates a new logic in terms of how these companies have to be turned around. I’ll give an example. We acquired this company in Canada which was serving customers which were both wanting high speed and customers who wanted low cost. They were trying to do everything for everybody. What we have now done is we have segregated that business into a more commoditised business, which has been taken into India and a business where high velocity is required and what we are doing is all our HR strategy is to now try to convert Canada into a location which will be famous for velocity. In other words something that will turn around. If you talk about value as performance divided by price, the customers who are more price oriented will be served from India and the customers who are more velocity oriented and who want more performance will be served from Canada. What it means that all these issues have an important implication on how you run the business and once you decide how you run the business it is an important implication on what are the HR strategies that should flow from there. We have also noticed that there are many things where broadly we are good. To give an example in glass the top ten glass bottle companies in the world have an EBITDA margin of 5-10%.  In Gujarat Glass it is 30%, with our prices, that is because we have a dramatic cost advantage over them. Now when we do that, we acquired this glass company in US and we redefined what the glass company in the US would do, the factory in the US would do. So what we did was we sorted out the business model and figured out that whatever the customers wanted and how to segregate with what is done in India v/s what is done in the US. Some other insights are that we have generally seen capital cost: India has an advantage of roughly 1:3. You know most capital equipments we are in a position to do in India, which is at about 1/3rd the price, which is available there. In many cases, the same capital equipment from the same supplier is available cheaper in India than it is in these countries. So there are many examples of this nature, so the business logic finally has to flow into what you do with people and how you get people ready for this. The last bit of this piece, which I just wanted to share with you, is to do with cultural integration, and cultural integration is a journey that we have just begun, but there are some core values, which we believe will be common no matter what culture we go to. To give an example, our group really really believes in entrepreneurship, which means that every person, every manager, no matter where he or she is, is an entrepreneur. Creating that culture in these organizations, which erstwhile have been run in a command and control basis, is a new journey that we are taking up. There is another area, where our group believes very very strongly - in the area of innovation and we are taking innovation from here to there. There are a lot of things that these companies that we have acquired are doing very well and much better than us and we have created many task forces for importing that knowledge. I just wanted to conclude by saying that actually this gives an opportunity of cross-fertilization. There is an opportunity where, when you buy into companies abroad, there is something that we can learn and become even better than what we were before we acquired this company. At the same time there are many issues, which are people issues, which can come in the way and torpedo your turnaround strategy. So far as we are concerned, as of now, as I am standing here and sharing with you we are so far dirtying our hands, many times banging our heads to the wall and there are many frustrations. But at the end of the day, I just wanted to tell you that we feel very very confident that this is a journey we have undertaken and as we speak, we are in negotiations with many other companies abroad for further acquisitions and we feel that the time for India has come and we have to start with feeling good about ourselves, our country, our competencies. We bring a lot to the table; if we feel good about ourselves there is a lot that can happen in terms of how successful we are in terms of when we go out on these foreign shores. Thank you very much.

Question - Shrikant, can you hear me? You spoke about core values. Every organization has core values and you spoke about building that self-confidence, that motivation that I can do. Do you have an internal branding programme for me to drive based on the core values? Do you have some tools that you can share which is already implemented?

Shrikant - This is work-in-progress. Customer value proposition resulting in a brand value proposition and merging seamlessly into employee value proposition. It is work in progress for us right now and defining for us a customer basis for how we define ourselves and if that is the way that we differentiate ourself. Then what is it that our employees have to do in order to stand out as company that is different. Let’s say it is a journey that we have embarked upon. Having said that, we have separate programmes for entrepreneurship and self-confidence and we have some programmes to do this specifically.

Question - Just wanted to inquire a little more about your intake of people. What is the system that you use for recruiting them because this is really tied up to your previous response and specially in regard to getting people in who will stay or who would be good for your global acquisitions, if you could just throw some light on that please? 

Shrikant - Ok we have a programme of recruiting people who have worked in cross-cultural environment in the past. E.g. we have lots of people from consulting, McKinsey and Accenture who worked with us. We have taken people who worked in pharma companies abroad. As a matter of fact, since India story is happening, what is happening is as Indian pharma companies go global it also becomes an attractive value proposition for people who are working in pharma companies abroad, people who are working in overall health care space abroad to come and work with us. We have actually a very large sprinkling of such people, so they bring in the confidence, they have already worked in such environments and cultures before and we are able to use these people for both at the time of negotiations, acquisition and post acquisition integration. In many of the places, we have been giving really large responsibilities to these youngsters. 

Question - The example that you gave of entry-level people in some of these countries being at a very high cost relative to India, a simplistic understanding could be that you export talented people at those levels from India and fill up those jobs in place of local people. Is that what you are suggesting or is there some other in which you are managing?

Shrikanth - Firstly this is a situation. How to deal with the situation I’ll give you some examples. We saw that when we bought this UK Company, they had people in IT and their IT budgets were X and when we decided to offshore them into our own company we were able to reduce the IT budgets by 90%. That’s the kind of thing that we are talking about. There are many many areas where these companies have too high a cost structure and it doesn’t make any sense. It is possible to reconfigure this so we are actually feeling quite confident that there are a variety of initiatives that we have planned where we’ll be able to turn around these companies into profitable companies. Maybe they won’t have the same size of employment as they have today. They have to be right sized. At the same time we have to make sure key talent residing in these companies, we do not lose it. So we also have a strategy of retaining these people because they come with some unique technology, some unique insights and some customer relationships and these are the things that we cannot lose. 

Dharen - Thank you very much, Shrikant and thank you very much ladies and gentlemen. For “Strategic Vision for India” we have 3 extremely distinguished speakers -  Dr. Mashelkar. Ajay Piramal and Alan Rosling. Alan is already here, but we are waiting for Ajay to get here and the plan was to play a video because Dr. Mashelkar unfortunately couldn’t be here in flesh. But he’s very kindly done a speech on video and we could see the first thing and then as soon as Ajay is here we can have the 2 talks by Ajay and Alan. This last session is really to round it all up. Everything that we have been through over the last couple of days. To ask us the question does globalization, a country’s engagement in international trade happen in the usual sort of serendipitous open market way that you go for it and learn as you grow or can there actually be a greater element of design, a greater element of vision. Has there actually been an element of vision in the national agendas that have been set either by European countries or countries like Singapore and Korea. If India were a company instead of a country, just as you set strategic vision for companies, would you actually set a strategic vision for India? That’s the question we put to these 3 gentlemen and I think the first person that we will hear on this is Dr. Mashelkar. Dr. Mashelkar, I’m sure needs no introduction, he is the man who is leading the self-confidence movement out of India and we all know what he’s done with the CSIR. He started his career with the TATAs and has gone on to blaze this amazing trail. I just want to make a small announcement, which is the reason why he is not here is not known to people. Sometime in the next 12 hours or so he is going to be elected to US National academy of sciences. He was elected a foreign associate of US National academy of sciences on 3rd May 2005 in recognition of his distinguished and continuing achievements in original research and polymer science and engineering. Election to this academy is considered the one of the highest honors that can be accorded to any scientist or engineer. The academy was established in 1863 and has elected only 7 Indians as foreign associates so far. The academy has 2000 members, 360 foreign associates of whom 190 have Nobel prizes and hopefully Dr. Mashelkar will go on to win the Nobel prize for us. Here he is at his inevitable best, but on video. Can we have the video please? Thank you.

Dr Mashelkar - I’m very happy to be amongst all of you. This idea of building global brands from India is indeed a great one and I’m sorry I’m not personally with you today because at this time I have to be in Washington to attend the National Academy of Science US meeting and I really apologize. I wish I were with you. Let me address this issue of let’s say building Indian brands, as well as branding India by becoming a little anecdotal. I remember couple of years ago I was involved in the interview for National Innovation Foundation. We were trying to select chief innovation officer for National Innovation Foundation. I looked at the CV of a young man who was being interviewed and I was very interested in seeing that he said his expertise was branding, branding different products. So I gave him a challenge, I said young man tell me you are an expert in branding how would you brand India. He was confused because he had branded a scooter, soap, but how do you brand a nation. I said look let me help you.  United States of America as a nation brands itself as land of opportunity. How do you brand India? Pat came the answer. India is the land of ideas. Now here is the good news and here is the bad news. The good news is that India is a land of ideas, but the bad news is that it is America that is the land of opportunity and therefore the first issue that I would like to put before you is how do we make India a land of opportunity and that land of opportunity should not be for a select few, but for everyone. When we talk about development we have to talk about inclusive development, when we talk about growth we must talk about inclusive growth. Now you find that today if one looks at the world there is a new expectation that is coming up. You find e.g. there was a word called history of science now people talk about geography of science, they talk about the scientific research getting shifted to countries like India and China. There is a new atlas that is being drawn. You can clearly see why this is happening. That is because of the presence of a great talent pool in India of scientists, of engineers, of technologists. Do you know my belief in India is so high I remember 4th Mar 1995, almost 11 years ago, I had given what was called as the Thapar Memorial lecture and you know who presided over it? The then finance minister and the current Prime Minister Dr. Manmohan Singh.  You know what was the title of the lecture? It was India’s emergence as a global research and development platform- the challenge and the opportunity and 11 years ago nobody believed me. They said what is he talking about and today you find there are more than 150 companies who have come and set up their R & D centers and these are not small. Not 10 people and 100 people. Like GE’s R&D center in Bangalore is 2400, Intel is 2800. All of them are expanding. In the top 100 R&D centers there is an investment of 1.1 billion dollars that is being made, but the recent study of TIFAG of DST shows that in the next 3-4 years, 4.7 billion dollars has been planned. That’s of investment in creating new R&D centers. Why is this happening? I think it is a very simple thing; Jack Welch  put it very nicely. When he was asked when GE R&D center was being set up, when he was asked why are you here? He said I get the best intellectual capital per dollar here and I believe therein lies the answer.  But one thing that bothers me very frankly is today all these companies are creating intellectual property here. I recently did an analysis of the patents that are being filed by these companies from Bangalore and so on and you know what you find. Out of their total global patent portfolio, in some companies it is 5-10%, but in some companies, it is 60-70%. That is coming from India and therefore I have this very interesting phenomenon of Indian IQ being used for creating Indian IP not for us, but for them so as to say. And my friends the biggest challenge is going to be how do we make Indian IQ create Indian IP and that can be done only if you have the faith that Indian IQ can be used for creating IP for ourselves. That means investing in innovation, in research and development, believing research and technology is the future engine of growth and whenever we have done it we have not been let down. You just look at e.g. space research. What do you find? What is their budget? Half a billion dollars. Now look at General Motors R&D budget, it is 8 billion dollars. But for that little budget of our space research organization, we design our satellites, fabricate our satellites, launch our satellites, not only our own, that of Germany and Korea last year. So therefore, dollar goes much and therefore that intellectual capital per dollar being highest here, what Jacquel says is absolutely right and whenever industrial leaders have believed in this Indian talent, the results have been spectacular. Look at Ratan Tata e.g. I like to put it this way that the wheel has turned a full circle in 50 years. Fifty years ago it was British Foris Oxford, which was being sold as Indian Ambassador, on Indian roads and today it is Indian Indica, which is being sold on London roads, and there are so many other sort of brands that are coming up. Why did this happen? That was because of Ratan Tata’s strong belief in his team. Do you know how much he invested? 1760 crores. That is the highest investment in backing up an indigenous design and who did it. There were 700 young Indian engineers who had never done auto design in their life and Ratan risked that sort of money in them because he believed that they will deliver and today there is a new brand, that has been created and I wouldn’t be surprised at all if India emerges as a dominant player in the small car manufacture in the world. Our brands become global brands. I’m just giving one example. There is another issue I want to raise with you. Same Ratan, by the way after the success of Indica, you know what has he gone for. A 1-lakh car. And why did he go for that. Very simple. He himself told me. He said that once while driving in his car, he saw in the rainy season, he was driving and in the midst of the rain, on a scooter there was a family of 5 with an infant. He said come on can they not afford a small car. If I can make it affordable. But it has to be a car. It can’t be a glorified version of a rickshaw for example and I’ve seen that. In Tata motors I was there about a year ago and I have seen the way that project is moving. Can you imagine that would be an Indian brand, not only would it be local or national, it can become global. There in lies the answer about India’s position. India’s position has to be such that we look at products, processes and services, which fit a particular price performance envelope. Let me give you a very touching example. You know there are 4 billion people in the world and 50% of them are women and many of them have menstruation cycles. But their income levels are less than 2 dollars a day. So they can’t afford those expensive sanitary napkins e.g. therefore you have to create a sanitary napkin whose price will be a fraction of those created by multinational companies, but whose performance will be identical. That’s a big challenge in innovation. We keep on innovating to increase the performance and we keep on increasing the price, but here is an issue where the performance has to be the where you have to meet the super absorbing demand of absorbing something like 300% of body fluid in per gram. That means 3 gm per gm. How do you do that? Not in an expensive way, but in a creative way and I’m very happy to say that there is a product in the market that has come now, developed by Sriram Research Institute which matches the performance level of Procter and Gamble and other companies but the price is just 1 rupee. Can you imagine just 1 rupee. Most importantly it can be manufactured in decentralized way. In our millennium Indian technology leadership initiative programme we had launched this project about 200$ computer and it has come and I’m sure if you produce a few million, it will come to 100$. So what am I talking whether it is a 1 rupee sanitary napkin or a 100$ computer or a 2000$ car, imagine the level of innovation that is involved and can they not become global brands? Of course they can become global brands. That is what is required. What is required is self-belief. Self-belief that we can do it and that we can be the best in the world. I have seen that repeatedly that in my own life I have seen that when I was in the National Chemical Laboratory I changed the paradigm. I said we would not be National Chemical Laboratory; we will be International Chemical Laboratory, what we do is create research ground and we create knowledge as a product. Ok? I should be able to export that product anywhere around the world to multinational companies and so on and then people said oh my god, come on look at their budgets, what are our budgets, I said that is not the issue, it is the size of the idea. It is not the size of the budget that matters and do you know the patent that we created on polycarbonate, we actually licensed to GE. General Eletricals who had 40% of the world market share. By the way in that polycarbonate business, with billions of dollars of R&D budget. But why we could do that there was a belief that we had created within the laboratory. You know what I had said; I had said the beauty about the flights of imagination is that there is no limit to the fuel, no limit to the height, which you can reach. There is no limit to the distance to which you can land excepting the limits that you put upon yourself. I got all those limits removed and our scientists started believing that yes they can think ahead of the best companies of the world and they did it. Why I’m giving you these examples because these are real, they have actually happened. They are not hypothetical and let me end by saying that all that we need to do is to say that I in India will stand for innovation, not for inhibition and not for imitation and what is a good definition of an innovator. Innovator is one who does not know that it cannot be done. That is the belief that we have to have and you will find that Indian brands will become absolute global brands. Indian brands will fulfill the need of the have-nots. Billions of them so as to say and India can really position itself as not only an innovative nation, but as a compassionate nation. Thank you.

Dharen - Right ladies and gentlemen, we know have these two gentlemen sitting in front of us, both of whom I think represent two very interesting points. A spectrum of the phenomenon that we are looking at and it is a privilege for me to introduce them to you. Let’s start with Ajay Piramal, who is the chairman of the Nicholas Piramal group. He envisions making his company the most admired in the Indian pharmaceutical industry in the eyes of all its stakeholders, customers, shareholders, employees and society. The company is currently the 4th largest pharmaceutical player in the country with an annual turnover of 250 million dollars. He also heads Piramal enterprises a 3500 crore conglomerate with interest in textiles, retailing and engineering besides pharmaceuticals. Mr. Piramal holds several positions of eminence in Indian industry. He is a member of the Prime Minister’s council for trade and industry. He is also member of the task force for pharmaceuticals and knowledge based industries. He is a member of the board of trade constituted by the ministry of commerce. He was also a chairman of the National Committee of Industrial policy in 2003-04 constituted by the CII. He is the only Indian member of the World Economic Forums of the Governor’s forums on health care. He has been the chairman of the Bombay chapter of the YPO and he is the director of Pratham, an initiative to provide affordable education the underprivileged children of India. The reason why I think Ajay is the most fitting person to do this class session on the strategic vision of India is that of all the corporate leaders that I have come across, he is probably the most fierce and the most determinedly nationalistic of them all. Another very interesting point on the spectrum, we have Mr. Alan Rosling who is the executive director Tata Sons and a member of the Tata group corporate center and he is responsible for the group’s drive to internationalize. He is also the director of Tata Auto and Tata International. He started his career in 1983 as an investment banker with S.G. Warburg & Co Ltd. He has served as Chairman of the Jardine Matheson Group in India from 1998 to 2003.  Before joining Jardine Matheson in Hong Kong, Mr Rosling was with United Distillers PLC, where he was Strategy Development Director.  Between 1991 and 1993 Mr. Rosling was Special Advisor to the British Prime Minister, Rt. Hon. John Major MP, and a member of the Policy Unit at No.10 Downing Street.  Prior to that, he was Chief Executive of Piersons, a division of Courtaulds Textiles PLC. He is currently the Chairman of the British Business Group, Mumbai. He was educated at Downing College, Cambridge where he took a first in history, he was awarded a fellowship in 1986 to go to Harvard Business School, from which he graduated as a Baker scholar. He was made an order of the British Empire in 1994. So he is in this ironic position of an English man who we are asking to do a strategic vision for India. Here are two people who represent 2 very interesting points on the spectrum and we are looking forward to hear what they have to say. Can we start with Ajay?

Ajay - Thanks Dharen. It is always a challenge to speak in the afternoon at the last session on a Saturday. But let me give to you my view of what we can do ahead in to the future. I was actually hearing what Dr. Mashelkar said and in some ways I think you may find a bit of repetition of what he said and what I’m going to say. Let me tell you that we hadn’t planned it together. Coming to the vision, I want to share with you something which inspired me right when I was in school and I’m sure that you must have read about this poem and in some ways really gives a very good poet’s view a vision for this country. It was written in the early 1900s by Rabindranath Tagore but it is as relevant today as it was today as then. So let me start with it. I think the vision is really well said by Tagore and what I today wanted to share with you is yes we all have a vision today, a vision that India becomes a leading economic power. Several reports say that India could be among the top 3 powers in the next 40-50 years. Others say that yes we need to have this economic power but there should be enough equitable distribution, that the differences between rich and poor, between rural and urban, between man and woman which we see so much in India a lot should be as much as possible reduced, this vision is shared by all of us. But today what I thought I would do with you is to see how we can achieve this vision. The vision may differ slightly from one individual to the another but I think there is a larger vision but not enough time is spent on realizing how this vision can be achieved. 

So I’m going to drift a little away from the topic and go into the hows more than what the vision is because as I said Tagore has had a vision and all of us have another vision and this is what Michael Porter says that the fundamental determinance of the national competitive advantage really are rooted in the national character. So what is it in our national character that we need to do so that the vision that we have for this country can be really realized? What shapes national character and I want to speak about 3 subjects; knowledge, leadership, values and belief. What I heard I came in half way from Dr. Mashelkar’s speech but I think he emphasized what at least I heard him talk about knowledge, innovation and belief. 

But let’s see what I mean by this and I’m going to quote from Bhaskaracharya who was a renowned mathematician of India. When he said that, he actually made a prediction what India would be in the 12th century and he spoke about, when he saw into the future of India he was actually very worried at that time because he saw that India would be a country which will be divided where there would be a lot of strife and struggle between different castes and different types of people. He also saw that India would be reigned by a foreign power. But he said that he saw some light in the future, at the end of the millennium, he said India had a bright future and that was because knowledge would once again become supreme and he said that knowledge is God and therefore I want to talk to you today about how important knowledge is for us to achieve any vision for this country. We all know that today India is thriving than ever before really because of the knowledge industries whether it is the IT sector or whether it pharmaceuticals and it is not only in these service industries for the first time in the last few years, even in the manufacturing industries, in fact wherever there is an element of design, of intellectual capital India is going ahead. Its in R&D we heard what Mashelkar said, whether it is in engineering and design. 

So knowledge is really important and I think the most important reason why the western world has really gone ahead today, its because of the knowledge that they are able to apply. Today according to me it is not a shortage of funds in this country it is how we can apply this knowledge. The more and more people that can apply this knowledge that can take our country ahead. I think I really don’t want to talk about this because I heard Mashelkar say the same thing. Many industries or companies are setting their R&D here. But if we want the country to go ahead, we want our real vision to be realized, this knowledge has to be inclusive and we have to include more and more people in it. Each Indian must have access to it. 

Today we still have a large number of people who can’t read and write. Recently we did a study. Dharen spoke about a group of people I’m associated with Pratham and Pratham did a study which they presented to the government which said that yes 93% of the children that have been enrolled or who are children in the age of 8-14 are enrolled in schools. But the question was are they really learning. You will be surprised but children in the 5th, 6th and 7th std, actually cannot read. We found that 52% of these children couldn’t read and 40% couldn’t do simple arithmetic. So if we really want our vision to be realized, want an inclusive role, then education is most important. Realizing the importance of knowledge the more we spend on getting the right education, that is really the important thing, coming from knowledge let’s look at what is leadership. 

It does not take that many people to lead and to inspire a nation and I’m going to begin with a quote from the Bhagwad Gita, which talks about the importance of leadership and says “How behaves the best of men so behaves the rest of men. His example they will show, saying that he did so, we do so.” So it is really exemplary leadership that is what the Gita exhorts us to do and if you look at our country, the most successful leader was Gandhiji. It did not take that much, it took just one person to galvanize a whole nation, to fight against the most powerful empire of the world, of which Alan is the member. Please understand that we are talking about a country in the early 1900s, which was ruled by foreigners for centuries, where there was illiteracy and poverty and where people were divided and where there was no communication at that time and on the other side you had the most powerful empire where the sun never set and which realized the importance of India in that empire. If there were no India the British Empire would not exist. That is what Winston Churchill realized and here one individual was less than maybe 120 pounds and who took on the might. So it is really leadership that sets an example and what is it, what does leadership entail and what can all of us do? It’s a lesson I think each one of us can learn if we have the will and Gandhiji as he said great challenges are not overcome by physical strength or mental capacity but by indomitable role. 

So can we create more leaders who have this will and then the vision can be realized. In India many of us talk about destiny and this is my favorite quotation from the Upanishads and I said I couldn’t do without it because it is very important that we understand this. It is written and everybody says that in India we are a fatalistic nation and we say that whatever is written in my fate will happen. But what does the Upanishad exhort us to do. It tells us that you are what your deep thriving desire is, as your desire is, so is your will, as your will is, so is your deed and as your deed is, so is your destiny. So the destiny is what our desire is. If we desire that this nation has to go ahead, if we desire that we need to be a leader, it will be destiny. It is the collective desire of all of us that will make this destiny of this nation. Dare to dream. Again I think the mightiest of things have been accomplished by men who have kept the ability to big dreams. You have to dream. 

I heard Mashelkar talking about Ratan Tata who dreamt that we should have a car of less than a lakh of rupees and I’m sure they will achieve it. It is again our own ability and Mashelkar talked about how he exhorted his scientists that there was no limit to dream and that is what it is. But you can’t just dream. You also have to have a bias for action. Very often many of us really love to talk, love to engage in great conversation, but we need to have a bias for action. As Goeth has said, whatever you can do or dream, you can begin it. Boldness has genius power and magic in it. Begin it now. Again in India we need to have this bias. Courage. These are all very simple things but I think if all of us can do this together then there is really no reason why a nation cannot go ahead. Whatever you do you need courage I must insist. 

Whatever course you decide upon there must be someone to tell you that you are wrong, to map out a course of action & follow it to an end requires some of the same courage, which a soldier needs. Peace has its victories but it takes great men to get them. Very often I find when we don’t have to do things we hesitate and get scared. This can’t be done, this will go wrong. But really it needs courage and another thing we need is integrity, perfect alignment between what you think, what you say and what you do. I find increasingly today that this is the example, which somehow is not there. We have seen our leaders whether they are in politics, in industry or any other field, what you think, what you say and what you do, if there is perfect alignment then that is a person who can be respected. We saw all this in Gandhiji. 

I studied whatever Gandhiji said and just pulled out, whether it is integrity or courage or ability to dream. Finally I believe that all leaders need to be optimistic, there are going to be challenges. Is that a sign that the time is up? Ya? So I will cut it down. We need to see that we have to move faster. We have to see that we move our world from one of resignation to one of possibility and finally I think if we need to make, we must understand that there is a higher purpose to strive for and to make a difference in the world we live in and we make a living by what we get but we make a life by what we give. And finally I think Mashelkar spoke about it is on belief. We have to believe in ourselves that we can do it and we have to believe in our country that we can do it. The first classic surgeon was an Indian, Sushmita. Bhaskaracharya whom I spoke about, he calculated this several several centuries ago. The zero was invented in India and India has done this before. We know all this that the reports say that we will be the third largest by 2050. It is now being recognized globally to some extent and if I look at innovation I think Mashelkar spoke a lot about it, we need to do much more in innovation. We are lagging far behind. I think some years ago IBM used to file more patterns in all companies and all the patterns are of India. We have to do much more to get intellectual property, create our own IP and I thought I want to leave you with a last comment on how we can create this intellectual property, because today we really are at the crossroads. Never before has there been an opportunity to make us the intellectual capital of the world. We need to use knowledge and innovation to stand up and be counted and this is something again a song that was written by Tagore, in the early 1900s, which we could gather back and put into modern usage and I want to leave that as the last thought for you.

Alan: Because I am purely a representative of the post colonial mind set. Anything I say, you are going to disagree with, and think that I am going to recreate the British Empire of which I am an Officer. 

I find great convergence between what I wanted to say and what is already been said, but also frankly some divergence about how and why. So if I can turn first to the convergence. 

I think both Dr.Mashalkar and Ajay have articulated a vision of India, which is about ideas, it is about knowledge, it is about excellence, it is about inclusivity, it is about success and self confidence. It is about wealth, becoming a successful major market based economy. It is about distribution of wealth and access to wealth, opportunity for all. There is a debate going in this country about how to secure access to every single Indian in the country to opportunity. It is about access to health, education, housing, so that when we go home in the evening we don’t have to drive past our fellow citizens who don’t have those things. It is about positioning India, if you imagine a 2x2 matrix of cost and quality where India maxes on both. The reason for IT success TCS is that Infosys and Wipro and the great bulk of other IT companies can offer competitive products to IBM and Accenture at a lower cost, delivered assuredly to citizens and corporations around the world, and the same is true for pharmaceuticals, and the same is true of movies for Hollywood, same is true for motor cars, design and engineering, and professional services. It is this maxing on both dimensions of a 2x2 cost and quality. If I can just say what we need to do to build further, those dimensions further; Cost-as Srikanth said a little earlier, we have a cost advantage. We have a cost advantage in labor, we have a cost advantage in people, we have a cost advantage in people and ideas, cost advantage of realizing ideas, but cost advantages do not last, and that is the great history of economics. Things change and costs rise, new competitors arise, and we have the cost advantage despite the infrastructure that you will see when you leave here tonight, despite the labor laws that mean that it is expensive and risky to hire labor in this country in a way which is not the case (in U.K.). Srikanth is able to restructure the labor in my country, and a foreign company finds it difficult, an Indian company finds it difficult to restructure the labor in this country.

Policy, tax. Compounding input costs. You have all seen the research that suggests that in many products from automotives to consumer products, India versus China, Chinese have a significant cost advantage over us. Particularly in the long run of the standard products because the input costs are lower, their logistics are better, their taxes do not compound the way which ours do. So all of these things need to be tackled to realize the vision of continuing to be successful in terms of costs.

Second quality. At the moment, of course, as we heard form Dr.Mashalkar and Ajay, we have a massive advantage in quality at any given price. People. It is all about people. We have superb educational facilities turning out management graduates, science graduates, IT graduates, design, writers, film makers, and these people are bending the rules and innovating. They are being employed by Indian and foreign companies for R&D. In Tatas we are trying to hire to develop particular needs at some price points and we will carry on doing that. Indian industry needs to come with us on that very exciting journey. But, quality in this country still is too little; segment of economy is about quality and segment of economy is too complacent. 

I had invited to Mumbai this week, Mark Tully. I may be an Officer of British Empire but he is a Knight of British Empire, but a friend of India, and is somebody who has lived here for 40 years. He told a story which for him sums up a lot about India, but troubled me greatly. I think he repeats it in his most recent book. He said he bought a ticket on the Kalka express to go to Shimla. It was a super fast train so there was a surcharge, and he paid for it very happily so that the train could move fast, and he would arrive in Kalka to go to Shimla fast. The train dawdled along, kept stopping, and was going at a ridiculously slow speed. So when the ticket inspector came, Tully said “Excuse me, or you sure this is a fast train?”, and the ticket inspector said “Of course, it is a fast train, Sir”. Tully said “But the train is not moving fast”, and the ticket inspector said “It is a fast train sir, it is just moving slowly”. So, this is not acceptable. In the world of today the culture that we need of innovation and quality needs to move fast. We need, in Srikanth’s view, to be the volatile, high velocity country as well as the low cost country. We need in our management culture to be fast, to be decisive, and to be precise; all of those things which in the world of ambiguous India we find it difficult to do. We need to take the responsibility for decisions fast. The cost and quality, and then we max out to achieve the vision of India which is a successful and inclusive country in my life time.

To turn now to the second half of what I was triggered to say by some of the things that have already been said already. I have written on the top of my highly sophisticated AV device here. My vision for India in 2025: I think India, can, should be, and must be the biggest beneficiary of globalization. You have, and we have, it is all going for us, the cost and quality, people and ideas. The world is integrating, we can go out there and we can win, but to become the biggest beneficiary of globalization, we need to let go, to pick up Srikanth’s expression, of all of the baggage of post-colonialisation. There is an awful lot of tricolor waiving frankly in the last hour. I am not an Indian, so maybe it does not touch my heart in the way it touches your heart, but my vision of India is one where these things don’t matter. 

Think of India, India has been the most absorbent country in the world. Think of your food, when you go home tonight, chances are that there is some chili in it. The most of Indian of all spices, where did it come from? Latin America. You will finish your meal with tea. Where did it come from? China. You speak a language whose base is outside India, it is not a Dravidian language and most of the languages of north India at least, these are sanskritised languages, and these are all India’s historic and fantastic engagement with the rest of the world. Whether it is religion, ideas, linguistics, culture, or food, India is a country which has absorbed and given more than any other country that I am aware, and that is why as a foreigner, despite the irritations, despite the fact that the police here in Mumbai insist that once a year I go along to the police station like a criminal and register. I take my 6 year old son to register with the police; I have to take him out of school to go to register with the police. These things are the irritants which come out of the mind set which says we don’t want foreigners here. We don’t want people from outside to come. We are suspicious of you; you are obviously here to do something East India Company like to us. We don’t want you in our retailing. We don’t want you in our real estate; we don’t want you in our nuclear power or telecom. India to me is a country which can forego all this. When Indians go overseas think of the success they make. Indian managers to me in India are like athletes training in Mexico City with a backpack. Soon as they get out of India they sprint. If Indians can go to my country, America, or Australia, every other country in the world, South Africa, and succeed, what fear could you possibly have of foreign capital coming in to India? Of foreign ideas coming in to India? Why does it matter R&D patents filed in Bangalore owned by GE or Tatas? Piramal or Glaxo? You are still employing Indians; you are still generating wealth, whether it is Glaxo or whether it is GE or whether it is Piramal or whether it is Tatas?
There was a recent BCG-CII study, the last time Ajay and I saw each other, it was on a platform similar to this when this study was launched. A 100 attacker companies were identified by BCG and CII. Of these 41 came from China, and 21 from India, so from 100 attacker emerging companies which could be Fortune 500 companies, 21 were from India and 41 from China. Of the 41 from China, 40 were state sector companies and 1 was private sector. Of the 21 from India, 1 was public sector, ONGC, and 20 were private sector. So Indian companies, I believe, without much support from the government, are going to go overseas in the next 5-10-20-30-100 years and become massively successful sector leaders, create wealth and jobs, for Indians and foreigners. Create wealth for Indians or foreigners, and create in India which rejoins with the rest of the world and gets over the Muslim invasions, the British Empire, decolonization processes, socialism, and nation building, because you don’t need those things any more. You need to be at ease with yourself and have the self confidence to pick up a theme that was mentioned several times. To know that we will win from India. We have all the advantages. Why is that the companies in Detroit fear Indian automotive companies that are tiny at this stage? Because, we can produce a 1 lakh car, which they cannot. Because we are the future, and it is the future they have to come to terms with us on our terms.

So, great convergence, with what the last 3 speakers have said but also a plea, be self confident, go overseas and win. You do not need to have a sense of discomfort with globalization because India is going to be the biggest beneficiary of globalization. Thank you.

Question: My question is for Ajay. Dr.Mashalkar and you spoke about India as being the land of ideas. You spoke about we have discovered “zero” long time back, we have calculated “time” long time back, but may be those were geniuses. Why do you believe that we will be the land of ideas? Why do think that we will be able to do that again?

Ajay: You know, I think for several years, we had a culture which was really of copying, and it was when intellectual property was not recognized in India, India was also a close society with all the rules which did not allow you to import with high import duties, we were really an insular country. Actually I entirely agree with Alan that we should be global and we should accept globalization as a benefit for us. I think many people are realizing the advantages of that. This whole culture of respecting intellectual property is now relatively new. I think it is a question of time when people will recognize, will start working on creating things, and there are enough Indians who are good at it. There is a statistic which says that 10% in all R&D in pharmaceuticals in the world is actually staffed by Indians. I don’t really see any reason why we really won’t do it. And already you are seeing in the last few years the number of patents coming out of India is much more. You have seen innovation in the type of things we spoke about the Indica, that is really an innovation, and he is a genius who has done it.
Question: We heard earlier speakers talk about all this progress that is happening in India. They said jobs are created, incomes have increased, but it doesn’t seem to be helping the poor, even if we don’t look at the poor, as one of the speakers said “I might be making more money but I am actually poorer, inflation is killing us, real estate prices are too high”. At the same time we have a huge set of our population is getting even poorer, their level of living seems to be deteriorating year after year. From an economic perspective, inflation is increasing, poor are getting poorer, there doesn’t seem to be a way out. How do you get out of this whole situation we have created?  

Alan: I don’t think you are right. The perception…obviously the inflation has blipped up. It is not right that the poor are getting poorer; obviously there might be sections that for particular reasons like famine or drought and earthquake, in certain districts where this might be true, but if you look at the agro climatology of India tens of millions of people are lifted above the dollar a day or even two dollars a day the trigger which the World Bank uses. Yesterday, the World Bank session in Washington, India and China were picked out as 2 reasons why global poverty is declining. 

I know that this is a controversial subject in India because the national statistics are not very robust and they are different versions, but whatever numbers you look at the number of poor people in this country, absolutely poor people is declining at an amazingly rapid rate in the last 15 years. This is not to say that it is not dreadful that 200 million people are still earning less than a dollar a day, and though a certain number of people will go to bed tonight without food, and children will be without food and education, but the problem is getting smaller with growth. So my own take on what you are saying is, yes of course there are problems in growth-real estate prices, inflation of various things, but the opportunity that is being generated for all Indians now with an economic reforms is amazingly positive, and if you could choose to be born some where in the world, to really make it go for the life you would choose to be born now in India, despite all of the problems that the country has, the opportunities outweigh them.

Question: Alan, this one is for you. You mentioned that we should leverage our intellectual capital and really not worry too much whether it is working for GE Research Center or any where, but the fact is that IP really leads to wealth at the corporate level. So to that extent as a country doesn’t it make a difference whether IP is created for Piramal Enterprises or GE?

Alan: At a country level, no I don’t think so. At a company level of course. The biggest challenge that we as starters have in our drive to grow, and to remain successful, is about thought leadership, because while we can go so far on cost, TCS can only go so far in challenging IBM on the cost, and Tata Motors can go only so far in their ability to produce vehicles at a lower cost, at the end of the day, sector leadership, thought leadership is all about innovation, it is about R&D and it is about IP. At a country level I think that is not so true. Of course it is good in a country to have successful companies, absolutely, but the government has to put in place the environment in which companies can flourish. But if foreign companies want to come into your country and employ your people to innovate I don’t see there is any problem with that at all. Take the car industry in the U.K. More cars are being produced today in the U.K. than at any point in the history of U.K., and there is not a single British owner car company that is left. So do you prefer to have Japanese people producing cars well in your country? Or do you prefer to have non-competitive British owned national champions. My choice is very clear, and that is why U.K. is the most open and flexible economy in Europe, because it takes its attitude. I hope Mr.Mittal makes a bid for a British company we wouldn’t have this whole debate going on in Europe that is there right now at this moment. 
Question: Alan, taking your point further, in case at a country level, it does not matter which company is leading to innovation and thought leadership, what share of the value created through innovation goes to the country at large, because you said people will be employed but what is the percentage of the value which is created through innovation that goes to the people? 

Alan: If you take most major Indian companies, the ownership of these companies is increasingly foreign. HDFC is getting close to 50% foreign owned and it is an Indian company. The value-add in India in terms of the employment to the multiplier-effects are going to be there, the Cluster effects are going to be there. Around the GE there would be a myriad of companies, people leaving to setup their own enterprises or suppliers to the GE Technology Center or innovators and competitors to GE. So the only difference between GE and the competitors is the share holding and that is increasingly on a worldwide basis. You as an Indian can go and buy shares in GE and a foreigner can buy shares in Tata Motors. So I don’t think there is a great deal of value-add difference between a company which is a foreign owned and a company that is Indian owned. They pay their taxes here, they employ here, and the only difference is going to be the dividend stream. My point is who does it go to? Obviously we all want to see a successful Indian-owned Indian-managed Indian-based multi national companies. I think that is happening and it will happen. My single point is in addition to that let us welcome foreign capital in to this country. Well, because we can beat them.
Dharen Chadha: I would like to ask you a question Alan. You worked in India and you worked with the Chinese in China, in the Chinese context. Did you feel that culturally there is more openness in India or China?

Alan: India. Everyday of the week. When I was 20 years old I came to India for the first time and following that, I went to China for the first time, and at that point the GDP per capita of India and China were the same, 1982, they were the same. I made the choice that the country that fascinated me and I believed in was India. China has huge advantages and many attractions, but in terms of the openness, the culture, India is so ahead of China. The Chinese system is essentially the one which is single cultural. If you go out to the far west you might find Chinese of different ethnicity and different religion, but the bulk of what we think of China is a culturally and intellectually a similar place. And then you look at India. As I said in the Board room of the Tata Sons, we have one foreigner, we have Parsis, we have Muslims, we have Christians, we have Brahmins, we have non-Brahmin Hindus, people from different parts of this wonderful subcontinent, people speaking different languages, people from different backgrounds, people who have been educated in States and traveled all over the world, think differently. In China there too much of the same thing, and one of the reasons why we have a relative advantage over China despite the cost, the infrastructure, the government and everything else is because people here are more open to ideas and to innovation than the Chinese, but young Chinese are different. So we have a window, and 60% of the Chinese economy is in the private sector, and these guys are hungry, and they want to do to us what we are doing to America. So we better carry on with speed and increase the velocity of what we are doing. 

Question: Throughout the 2 days we have heard human resources are critical to making Indian firms and brands globally competitive. It is a question for the panel- what is the level of engagement between the government and the industry towards really creating that human resources pool that will be a sustainable competitive advantage in the long run? We spend a lot on R&D divisions to create products that would come in 20-30 years, and we will use them in 20-30 years, so is the industry willing to work with government in investing that much in a human resource pool which is not immediately usable or employable by us but creates a competitive advantage in the long run, that we use in the long run? 

Ajay: First, I don’t understand why we need government in this…government is involved to a certain extent but I think industry has to engage much more in educational institutions to create this pool…and to create more and more such institutions. I don’t think we need to depend on government but on the other hand I see that increasingly large corporates are engaged in improving the quality of education. I spoke to you about the study that was done by “Pratham” and I find that there is a lot of response from many companies across the country to improve education. I think it is a challenge for all of us to do it, let us not blame government for that. I think lot more can be done.

Question: The question is that the scale that is required, what is the desired path to follow? Is it public-private partnership? Is it…if the industry alone can do it, can it do it at the scale that is required? 

Ajay: It has to be done at every level, and yes public-private partnership is now the fashionable word, but yes, it is required to be done. I think you have to engage at every level right, from elementary school right through to creating more institutions of learning. We don’t have enough, I think, high quality, let us say for instance, scientists who talked about R&D. I think we need to change the curriculum. So you have to engage, the industry has to engage with the educational institutions to change these things. So you need many more IIT-like institutions. 

Question: How much is the industry doing it? 

Ajay: It is doing some thing. It will increase. It is doing some thing…not to say that is not doing anything. In India, nothing is enough, we have large problems, such a large population, we can always do more.

Question: What is interesting about India and China and all these places is that they are now going through an evolution, what they are experiencing is a paradigmic shift, and no one has quite got their arms around the concept, so there is a lot of frustration about what exactly is there, sometimes one doesn’t know. I think you might be surprised with China’s intellectual capacities right now, and its openness with its ethnically homogeneous nature. The real question is I have heard through 2 days the idea of creating wealth and distributing it. I have heard 20,000 applications and ideas for creating wealth, and no one has actually talked about even one actual concrete idea about how to create distribution of wealth in India. I am wondering, success, uplifting, quality, all those nice words. I have not been backed by any concrete ideas. I am wondering if either of you have any notions that have been put forward in government to actually change that dramatic aspect of our social structure and economy. Creating wealth, everyone says open economies, vested interests who have lots of capital who wanted to go to places like India. What really happens about distributing it? Any specific ideas that even that you know that have been put forward in government or that have been talked about in the corporate circles? 

Alan: I wouldn’t want to comment about what may or may not have been discussed in the government of India, I have no idea. But just one example, the company I work for is owned by charity. Everything that we do goes up, 66% of what the profit we make that goes as the dividend, which obviously is a portion of the profit made goes to the trusts, and for a 100 years, those trusts have been contributing may be in a relatively modest way to this country. That is one model. Recently, our group Chairman went to Kolkata laid the foundation stone of a new 25 million dollar Cancer hospital in Kolkata as a contribution to east India, because we noticed that the patients coming in, 1/3rd of the patients coming in to the Tata Memorial hospital are from the east, and typically they come late, too late. Cancer obviously needs to be addressed as soon as possible, so we are one corporate, and most of the good quality corporates in this country are doing similar things to us. Aramos, Infosys, and HDFC, are all in their own way contributing to improving the quality of life in this country. Now, you can argue whether it is enough, whether there are other things and what we can do together with the government, and what the government can do, those things are, I am not a voter in this country, and I don’t want to be drawn on it. It is happening, and there are good examples, the issue is obviously there is an enormous need and what can we do to uplift the people who haven’t been benefited so far? 

Question: There are so many problems and there is so much that we can do. In things like this, there is too little money spread over too much stuff. Isn’t there some way we can give rationing, look let us do this first, let us put our money here, let us solve this problem, let us move on, instead of everyone is putting little bit of money in every place.

Dharen Chadha: Can there be a road map?

Ajay: Each one has a role, a desire to do something, and as long as they are improving in whatever way they are doing, it is good. You can’t…I think in a democracy you can legislate OK we can only address education, let everybody do health, I don’t think that would work. Each one who suffers whatever that need is it is, I think...it is much better have it spread out as it is being done. At least I don’t believe in that.

Alan: I think the fundamental problem is India sadly still remains a poor country. GDP per cap of $600, whatever its performance, whatever it’s potential, we remain a poor country. So the first priority must be to generate the wealth before we are going to decide how we are going to decide to distribute it, and there are so many things we see as we go home tonight, the infrastructure and everything else blocking that progress. So let us generate the wealth before we think the ways of either taxing it or government to do something with it or for us to give it away.
Question: Can I add a simple observation to that, Dharen? 

Dharen Chadha: Yes.

Question: That is exactly the model China tried and is ruined, and that is exactly the model that Hu Jintao, and Wen JiaBao, and the current leadership in China are tearing their hair over, because that is what Zeming tried, essentially trickled down economics and its failed terribly in China. That is how they see it. It created lots of wealth in very little pockets, and they are dying to change that and can’t figure out how. That is why apart from the episodic, I was wondering if…you know there was policy recommendation for distribution of different models of economics, but that is 

Alan: I much prefer to have 1000 dollars ahead than 600 dollars ahead, but to say China has failed, I think is highly contentious. They were smart when they started with agricultural reform, and the massive success which Deng Xiao Ping had in the early days when they freed the agricultural markets, and India still hasn’t done that. You just need to go to rural India to see the waste and the consequent waste of life. Clearly, there are issues in China. There are 64,000 social unrests in China last year. There are very significant issues of distribution of wealth. Everyone has problems. Would you prefer to start 1000 bucks ahead or 600 bucks ahead? Would you prefer to start with their infrastructure? The thing we have above them, and one of the reasons why we don’t have 64,000 or 67,000 incidents of social unrests is we are a democracy. The contract that the Communist government has made with the people is work, live but don’t ask for democratic rights. At some stage this equation is going to be questioned and there is going to be tension, and I don’t know how they will resolve that.

Dharen Chadha: I think it is time to say thank you to these 2 gentleman, thank you very much Ajay and thank you very much Alan. That brings us to the end of the seminar. We could have a little bit of Q&A if you want to on the overall sessions that we have had, the overall proceedings. We will be posting every single one of the presentations and speeches that were made on both websites; I think Momentum as well as ISA for you to access. We will also do in about a week’s time a complete summary of all key conclusions and learnings. As I was saying we are breaking new ground in terms of theories so it is difficult to summarize as you go along, we have done what we can, we really need to spend a little bit of time to crystallize all this in our mind, and that will take about a week or so. We assure you that both websites will have this for you to access. Are there any questions you have on the overall theme, any comments, any observations that you want to make? It is late, I know, it is Saturday evening. 

OK. Thank you very much ladies and gentlemen for being such a lovely audience for enriching the debate and I hope you enjoyed these contents as much as we enjoyed putting it for you. Thank you very much and good night. 

Organizer: I will just take 2 minutes. Vishal, Kadambari, and I am sure there are others, they have really worked hard over a very long period of time to make this happen, so we are very grateful to them for helping us to put this together. I also like to thank the sponsors, my own company the Tata group, DNA, Proctor & Gamble, Colgate, Castrol, and Hindustan Lever. We had Media partners who worked with us-NDTV Profit, Business World, Exchange for Media, big thanks for them, to Event Partners, Show Biz who had a very difficult time, thank you very much to them as well. I would be failing if I did not thank Ranjit Salvi and his team from ISA. So very big thanks. I hope you had a very good time. Thank you. 
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