














Figure I: Policy Framework in Karnataka

move development to the Tier 1 and Tier 2 cities.
Karnataka has a lot of locational advantage and is
trying to leverage the locational advantage that it
has.

The government is also trying working in a big way
to improve skilling by tying up with corporates
like CISCO, Intel who are keen to skill people

in the their respective areas through centers of
excellences that have been established in colleges.
Also, Karnataka is one of the privileged states

that have a substantial government funding to roll
out Electronics skilling in the state. Also the state
has R&D hubs and Education ecosystem that is
conducive for innovation. The government has
also partnered with several private enterprises for
creating accelerators and is looking at a startup
policy in the near future. It has also made vision
groups with Industry leaders in various sectors like
Kris Gopalkrishnan for IT and Kiran Mazumdar
Shaw for BT. The government has also opened

the first IOT (Internet of Things Lab) in the

state in collaboration with NASSCOM. Also, the
government sees public policy as a consultative
process and the government looks forward to
hearing and implementing suggestions for a better
Karnataka.

Institutional Innovation

Institutional Innovation can happen only when
there is a necessity. Food is a necessity. There is

a need to leverage Information Technology and
Biotechnology to use it for Food Technology. Almost
80 percent of Karnataka gets its income from
agriculture. In Karnataka alone a lot of agriculture

produce is exported and imported back after value
addition from other places.

The finance minister’s budget is an exercise that
helps one to look at policies that can change the
trajectory of growth of the country. The need is

to dream and achieve big for the country. India is
human resource rich and this is its major advantage.
Agriculture is a major sector requiring systematic
innovation by startups who should be assisted

by the government in realizing the vision of the
country. Reducing the problems of the startups is a
major challenge for the government.

Innovations need not all be transformational.

Some of them just can be incremental in nature.
Incremental Innovation Technologies (II'T’s) or
delta incremental technologies can yield significant
gains for people. Companies that use R&D have seen
remarkable growth in India over the past 15 years.
Some remarkable innovations have happened at an
unorganized level. The need is to document these
and make them institutionalized and systematized
for improvements.

Amul is a remarkable story of innovation in which
traditional strength was leveraged for the white
revolution in milk in which India is a world

leader. Some times it is advisable to combine new
technology with traditional ways and produce

an innovation. An example that comes to mind is
thalidomide and curcumin that has been combined
to be used a medicine for cancer. Another example
is the Rice Bran oil which India was producing in
small quantities (less than 1000 tonnes) used as



non-edible oil. Today with value addition and 300
innovations built into it, it is used as edible oil with
production of 1 million tons. It is the cheapest and
best oil for the heart. Similar kind of case in wheat
mill. There was a consumer demand for ‘Chakki Ka
Atta’, the demand was met by producing a chakki
within the mills in Karnataka. A case of silent
innovation that resulted in drastic increase in sales
of wheat.

Innovations need not all be
transformational. Some of them just
can be incremental in nature.

The need for institutional innovation is essentially
to understand 20-25 sectors and allow sub-leaders
to drive the agenda. It is best left to specialists who
are experts in the sector. Also, need is to formulate
polices around core strengths like food processing.
The need is to work with love and affection and
strive for excellence and perfection in all endeavors
with the experience of the old and the strength of
the youth in taking India ahead on manufacturing as
well as food processing. The imperative is to include
people across rural and semi urban locations for the
fruits of innovation to be truly democratized.

Five Broad Areas Requiring Transformational
Innovation

The Five broad areas requiring transformational
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Fig. 2: Areas and policy suggestions for Transformational Innovation
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innovation include:

1. Micro Enterprise

2. Education 2.0

3. Sustainable and Productive
Farming

4. Access to Healthcare

5. Building a Sustainable
Bangalore

Industres

Karnataka’s Innovation and
Competitiveness Landscape
The state according to the State
Competitiveness Index 2015

has strong demand conditions,
factor conditions and has a
considerable presence of related
and supporting industries.
Karnataka is the IT hub of India and home to the
fourth largest technology cluster in the world. The
state also has seen solid infrastructure development
with three domestic and two international airports.
Similarly, the state is home to twelve minor and one
major port. The highways (6,540km in May 2015

up from 4,688km in May 2014) and power sectors
(approximately 15,000 MW of installed capacity in
June 2015) have similarly seen rapid growth in the
recent past.

With respect to people, the state has around 5% of
the country’s total population with a literacy rate
of 75.6%, just above the Indian average of 73%. It
has plenty of avenues for higher education with
fourty four universities, the fifth highest number
in the country, as well as almost three hundred
polytechnics and over two hundred engineering
colleges. Skilled labour is in plenty in Karnataka
and adequate policies for skilling and education will
help it further boost innovation and productivity.
As of 2014-15, exports from the state were worth
$52.02 billion, around 13% of India’s total exports.
Karnataka has close to 50 IT/ITeS SEZs, three
software technology parks and dedicated I'T
investment regions. Bengaluru, the capital, has a
very strong cluster of IT and biopharmaceutical
companies.

Building Trust for Innovation and
Competitiveness

A major issue in any economy is trust. Trust must
prevail between innovators, government as well as
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corporations and civil sector in respecting laws and
building institutions that drive innovation at the
state level. Karnataka has had good success in the
area but more can be achieved by systematically
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Fig. 3: Microeconomic Competitiveness of Karnataka




Context for Firm
Strategy and
Rivalry
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- Good policy environment for encouraging
investment and innovation e.g.
- Solar Policy 2014-21
Factor - ESDM Policy 2013 Demand
Conditions €« . Aerospace Policy 2012 _> Conditions
- Good rates of IP filing
- Sophistication of company operations and openness
to foreign and local competition especially in globally
competitive sectors like IT, BT and FT

|

- The state has approx. one fi
India’s land area

- Large Skilled labour Force

- Good FDI investments (6% of India’s
FDI Inflows and access to credit)

- Good economic geography and improving Related and
infrastructure Supporting

- Great scientific and technological Industries
infrastructure but lack of interconnections

phisticated and demanding local
omers and needs.

- Demand for goods and services is
disparate in rural and urban areas.

- Relatively robust quality, safety and
environmental standards.

- Rising middle class in the state

- Great agglomeration of firms in IT, Biotechnology, Telecom
and Electronics, Automotive, Engineering and Animation,
etc.

- The government is looking at boosting both Industries and
related and supporting industries with them.

Fig. 4: The Diamond as applied to Karnataka

Trust and Competitiveness Effect on Karnataka's Diamond

Context for Firm
Strategy and Rivalry

- Low level of trust in market
competition leads to collusion and
informal cartels as well as corruption.
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- Trust in regulators and rule of law
also critical for smooth functioning

- Independent regulators critical for
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for appropriate resource are the main considerations
allocation. - Essential for the consumer to

- Rent seeking reduces trust ) trust the producer.
and forces creates an Related & Supporting - If the consumer does not trust the
atmosphere of corruption Industries and Institutions producers sale may not happen

- Inadequate / arbitrary policy - Effect is a slowing down
design leads to erosion of trust. economy with low level of

- Risk of the market is in the form - Low level of trust in institutions consumption and investments
of the trust that the goods and undermines the rule of law. - Safeguards in the economy
services produced will be - Low level of trust leads to non include quality certifying
consumed. sharing of know how resulting in institutions as well as branding of

lesser network externalities of the product

agglomerations

- Trust in Institutions undermined
when they harass companies.

- Vicious cycle also leads to poor
quality services as nobody is
willing to provide them in an over-
regulated economy.



increasing the level of interdependence and trust
that accompanies transparency and accountability
among government and people.

More focus on Intellectual property especially since
a lot of businesses in Karnataka are knowledge

Suggested Recommendations

The suggested recommendations for improving the
innovation landscape include:

intensive can help it to become the largest IT cluster
in the world. Along with this more interactions
between firms, universities, civil society and
government in a systematic manner can build trust
among different stakeholders in the innovation
process.




