Good afternoon!
I would like to thank the ICF for inviting me to speak to you about R&D
in India and in particular in the Aditya Birla Group.
Before going into the topic, I would like to give you some information
about the Aditya Birla Group. The Birla family is one of the foremost
business houses in India. The fore-father of the Birla family is Shiv
Narain Birla, a member of the Marwari community from Pilani, in the
western state of Rajasthan. He moved to Bombay around 1857 to
establish a trading house. His son, Baldeodas Birla moved to Calcutta
in 1881 to set up his own business. Since then, the Birla family has
grown into one of the wealthiest families in India .

Today there are four big business groups belonging to the Birla family
The largest one of them is the Aditya Birla Group, which was named
after Aditya Vikram Birla, who lived from 1944 to 1995. His son, Kumar
Mangalam Birla, is now the chairman of the group.
On the next two slides you can see some detailed information on the
Aditya Birla Group.
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A GLOBAL PLAYER IN DIVERSE SECTORS
• A metals powerhouse, among the world’s most cost-efficient aluminum
and copper producers.

• The largest producer of carbon black
• No.1 in viscose staple fiber
• The fourth-largest producer of insulators

• The fifth-largest producer of acrylic fiber
• Among the top 10 cement producers
• Also present in mining, chemicals, agri-business, telecom, retail,
textile, IT, energy, and financial services,
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While India is often viewed as a cradle of R&D activity, it must be
noted that most of the activity in this country is conducted by foreign
multinational companies that have chosen India for the talent pool, the
lower cost or for the addressing the local market needs.
For several years, the awareness of the need for Indian companies to
increase the focus on R&D has been on the rise.
Dr. Abdul Kalam, former President and considered the father of India’s
aerospace program has been and continues to be a big promoter of
research in industry, academia and national laboratories.
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The drive has continued with the current government to increase the
focus on science and technology, with the Prime Minister himself willing
to designate the next fiscal year as the Year of Science in India.
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It is clear that R&D activity has often been associated with industrial
development, hence the US, Europe and Japan have historically
invested in science and technology. This is especially true when it
comes to those technologies associated with raw materials,
fundamental to the industrial growth of a nation, such as metals,
cement, or textiles for example. There is high demand for these
materials today in the BRIC countries, and so one can expect that
considerable manufacturing capacity will only be added in those
regions. The technologies utilized today are based on old processes
where innovation is often required to deal with sustainability issues
such as lower grade or scarce raw materials such as minerals (for
metals or cement), petroleum by-products (i.e. carbon black feedstock),
or forestry products (pulp). One would expect that the new generation
of these technologies will come from countries like India or China.
In India the pharma sector has taken the lead in R&D spending and the
generic pharma industry has become an economic success, with India
having the second highest number of FDA approved plants after the
US. The other manufacturing sectors are beginning to make a move.
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Another factor is that just like in the rest of the world the innovation
craze has hit India, with books, publications, conferences, and recently
Tata Automotive was recently named among the top innovative
companies for the introduction of theTata Nano.
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Typically, people can relate to four categories of innovation: product,
process (as in manufacturing processes), business process, or service.
Often product and process innovation are the areas that have to be
sustained by research, development, or engineering efforts.
In my experience, I found that there can be four major reasons why
companies innovate. First and foremost, a visionary leader is at the
helm. Innovation, to be successful, like any other corporate initiative
has to start in the board room. It must always to be present on the
company agenda.
Often market changes and customer needs require companies to
innovate their product lines, ranging from incremental to breakthrough
innovation.
Legislative changes have forced innovation in several materials and
applications due to safety findings or environmental requirements.
And finally sustainability is currently driving many changes leading to
the usage of biobased raw materials, green chemistry, reduced water
usage.
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Industrial R&D is not part of the Indian DNA and changing the culture
has its challenges. One the fundamental issues is that historically
Indian companies have operated with licensed technologies. This goes
back to the period known as of License Raj, when the government
controlled what each company was allowed to manufacture in certain
materials. As such Indian companies are used to dealing with turn-key
technology processes, and they may not appreciate the challenges
associated with the development cycle of new technologies.
The absence of an R&D culture requires the institutionalization of
research and technology management processes
One has to establish processes within the group to get the right amount
of funding. How do you recruit, how do you provide for career
development?
Last week there was a report in the Economic Times of India stating:
What is really lacking is the collaboration of industry, government and
academia. I think they just do not know how to cooperate in R&D. In
countries like Germany, Holland and the US, companies rely on the
fundamental understanding of new technologies at the local polytechnic
institutes. Here there is not yet a structured way to collaborate. There is
a certain level of mistrust.
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How is the industry responding? In our case the chairman, Kumar
Mangalam Birla, has the vision to reach $65 billion by 2016. He wants
to become a global leader and to be in control of our own technology.
We cannot afford to continue to license technology. This would be
expensive and worst of all, you never build some true internal
capabilities. So he launched a clear message to his business leaders,
inviting them to spend more in R&D.
I think, he was somewhat dissatisfied that things were not moving fast
enough, so in 2006 he established a centralized corporate R&D for all
the businesses. So, that is how we started.
We started to look at the best way to run an R&D center. You have a
centralized model, like BASF has in Ludwigshafen, Germany. Other
companies like GE have multiple R&D centers in Shanghai, Bangalore
and North America.
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In India the location is very important. Some of our units, that had put small
technology centers near their plants, which are usually located in remote areas,
had to hire scientists and engineers, who like to live in metropolitan areas. That is
why most of the R&D centers are in Bangalore, Hyderabad, Mumbai. When
choosing the location for our center, we wanted to be close to our headquarter in
Mumbai. So our R&D center is now in Mumbai.
I am coming from a group, which has many chartered accountants. Naturally they
look closely at the financial situation of the group. In India you can actually
maximize your R&D benefits by obtaining an approval by the Department of
Science and Industrial Research (DSIR). If you do research and outsource it to
some other company, in this case our businesses are outsourcing their R&D to
us, you get a 125% tax deduction. Whenever they do R&D within their legal entity
(in-house) they get 150% tax reduction.
So a lot of this thinking went into why we established a stand-alone science and
technology company. The other issue is that we are a family-owned conglomerate
of independent companies. There is no such thing as a legal entity named Aditya
Birla Group. If we generate intellectual property (IP), it has to reside somewhere.
The IP is typically owned by the R&D organization and the business that sponsors
the work.
If you do something at the corporate level like R&D services, you ask yourself,
what can be shared across the group. The technologies are quite different,
ranging from metals to cement and textile. But there are simple things from
sharing analytical services to simulation, modeling and engineering.
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The R&D discussions started in 2003, but it was 2006 when this
company was formed. The site is just outside of Navi Mumbai. If you
drive on the highway from Mumbai towards Pune you can see our
technology center on the left.
We bought 20 acres of land from a pharmaceutical company and
established a technology center with 28,000 m2 including a
multipurpose scale-up facility of 2,300 m2, where we have metal
casting, a chemical pilot facility, two fiber spinning lines, a mini-carbon
black reactor. I don’t think that there is a comparable building with
multiple technologies being developed under one roof anywhere in
India .

We do have DSIR approval and we are considered an R&D institution,
even though we are basically the corporate R&D center for the group,
because of the status we achieved. At some point we will need to take
on some related R&D work for non-group entities. We will start with
some analytical services and eventually will perform some contract
research.
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We have laboratories, scale-up facilities , modeling capability, analytical
labs, and a knowledge center which address the needs of our
manufacturing buisnesses. We do process, product and application
developments.
Our campus reflect the complexity and diversity of our Group.We try to
create a multi-disciplinary technology campus. In our cafeteria you may
see a metallurgist, a textile engineer and a polymer chemist sitting at
one table.
We believe that this kind of diversity will bring more and more
innovation.
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Recruiting is also a major challenge. There are a lot of good
universities in India. But few universities in India prepare their PhDs
with strong research capabilities. We recruit from the institutes of
technology across India. But about half of our population has a PhD or
at least has done some post-doctoral work either in Europe or the US.
Of course, we try to balance this, by also bringing in people with
industrial experience.
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Because of our corporate nature, we are trying to build some common
technical platforms, which are important for our businesses. If you are
in carbon black and cement, combustion is a common platform.
Many of our projects are dealing with sustainability.
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Here is a list of points to be observed if you want to set up a world
class R&D. When you try to develop something from scratch, there are
many elements you have to develop. You need to maximize your core
competencies, you need a critical mass around the areas that are
important to you. You need some high level domain expertise. You
need some best-in-class scientists or engineers. Recruiting and
retention are very important. You have to look at the next generation
technology, it may not be immediately aligned with the group‘s
interests today, but it might be in the future. We look at open
innovation, i.e. partnerships with universities and other research
institutes all over the world.
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Here you can see a picture of the unique construction of our technology
center. The sun is the Birla logo and Aditya is the sun god in Hindu
mythology. When you fly into the Mumbai airport and sit on the left side
of the plane, on approach you might see this building, which is shaped
as a rising sun. The pyramid and the fins, symbolic sun rays.
The building is in total compliance with Vastu, comparable to the Feng
Shui in China. Trying to maximize the energy flows and stimulating the
innovative activities.
Thank you for your attention.
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