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I t  is a great  priv ilege to deliver the first  Michael Dell lecture at  this fam ous 

universit y. I t  is rare that  a dist inguished universit y and a v isionary leader 

like Michael com e together. I  am  honored to be part  of this confluence. 

Michael is a rare indiv idual. A visionary at  a very young age, a dynam ic 

ent repreneur who unleashed a business revolut ion from  the dorm  room , 

creator of a business m odel that  disrupted the PC indust ry, the youngest  

Fortune 500 CEO at  the age of 27, Michael has been a role m odel for 

ent repreneurs all over the world. I  can go on and on about  his 

accom plishm ents. Let  m e close it  by these words. Even if I  subt ract  from  

him  all his ext raordinary achievem ents in business, he st ill rem ains as great  

an indiv idual as before, thanks to his courtesy, decency and humility.  

I  have decided to speak on the ÒFlat  WorldÓ phenom enon. I  will talk about 

the opportunit ies and the challenges that  the ÔFlat  WorldÕ brings with it .  This 

subject  should be dear to Michael and to m e as we have both benefited from 

the flat  world phenom enon. While I nfosys derives m ost  of it s revenues from  

the developed world, Dell does som e signif icant  m anufacturing in Asia. Asia 

is also an im portant  m arket  for Dell. Both I nfosys and Dell have derived 

signif icant  operat ional eff iciency and profitability  by the flat tening of the 

world. Both the firm s have always operated unconst rained by the 

geographical boundaries, be it  sourcing or processing the inputs or selling. I  

am  sure that  every one of us, here, has been exposed to the unfolding of the 

Ôflat  worldÕ phenomenon in some way or the other.  
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What  is a f lat  world? Tom  Friedm an used the term  Ôflat  worldÕ to popularize 

the power of globalizat ion. A flat  world is a world that  facilitates globalizat ion 

to f lourish. Globalizat ion is about  sourcing capital from  where it  is cheapest , 

sourcing talent  from  where it  is best  available, producing where it  is m ost  

eff icient  and selling where the m arkets are, without  being const rained by 

nat ional boundaries. Globalizat ion is nothing new. Nayan Chanda, a well 

known journalist , in his recent  book Bound Together -  a masterful history of 

globalization from the prehistoric days to the modern era Ð notes that  

globalizat ion is a process of ever-growing interconnectedness and 

interdependence that  began thousands of years ago, and cont inues to this 

day with increasing speed and ease.  

Globalizat ion provides opportunity for every nat ion to offer the best -value-

for-m oney products and services in the global bazaar without  being 

rest r icted by the bureaucracy, polit ical hindrance or xenophobia. I t  provides 

a corporat ion with an opportunity to hire the best  talent  in the world, and to 

list  on the best  stock exchanges of the world. A globalized corporat ion is 

different  from  a m ult inat ional corporat ion (MNC) . A MNC, generally, starts a 

subsidiary in a count ry to produce and sell in that  count ry alone. A 

globalized corporat ion, on the other hand, produces it s products for the 

ent ire world in a count ry or a region where it  is cheapest  to produce. I n a 

typical globalized corporat ion, product  developm ent  takes place where the 

hum an talent  and innovat ion is best ;  product ion takes place at  the factories 

situated in count ries where it  is m ost  cost -effect ive to produce;  and sales 

take place in count ries with high disposable incomes.  

However, we are far from  the ideal globalized world. Pankaj  Ghem awat , a 

well- respected professor of st rategy at  the Harvard Business School, argues 

in his paper Ð Why the world is not flat and what to do about it Ð that  

dom est ic focus is st ill the prim ary focus in m ost  sectors of the econom y even 

after a century of at tem pts at  globalizat ion. He shows that  internat ional 

telephone calls are st ill just  3%  of the total volum e;  foreign direct  
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investm ent  is less than 3%  of the total direct  investm ent ;  and internat ional 

tourists account  for less than 10%  of the total tourist  t raff ic. He concludes 

that  we are st ill a long way from  being a borderless world.  

My own view is that  globalizat ion has indeed advanced significant ly in 

indust ries where a corporat ion from  a count ry or a region has a dist inct ive, 

m onit izable com pet it ive advantage to offer in the global m arket . Exam ples 

abound. The com puter indust ry, investm ent  banking, hospitality indust ry, 

and educat ion sector are all clear exam ples of the prom inent  m arket  share 

that  the US has in the global bazaar, thanks to the dist inct ive com pet it ive 

advantages and brand posit ions built  up by the US com panies and   

universit ies in these sectors. 

Let  me give you a couple of exam ples of globalized operat ions leveraging the 

power of a f lat  world. Reebok and Nike are pret ty good exam ples of such a 

corporat ion. During the early eight ies, these pioneers of m odern sports 

shoes realized the huge m arket  potent ial for such shoes in advanced 

m arkets, and the t rem endous cost  eff iciency, qualit y and product ivit y of 

labor in count ries like Taiwan and South Korea. They hired brilliant  designers 

in their m arkets like the US and Europe to design leading-edge sports shoes, 

they got  them  produced in Asian count ries, hired brand experts and star 

brand am bassadors in G-7 count ries to create powerful brands and gained 

huge sales. The result  was a huge win for custom ers since they got  world-

class shoes at  a fract ion of the prevailing prices.   

A second exam ple is m y own com pany Ð I nfosys. In 1981, we realized that  

the dem and for software in developed world would skyrocket , thanks to 

reduct ion in prices of hardware and availabilit y  of inexpensive software 

engines that  support  robust  on- line t ransact ion processing on m inicom puters 

and super m ini- com puters. At  the sam e t im e, we saw a t rem endous 

shortage of skills in the developed world. Addit ionally, alm ost  every prospect  

told us about  the cost  and t im e overruns in m ost  software projects, and their 
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desire to bring engineering discipline to software developm ent . Being in 

I ndia, we found a large supply pool of technically- t rained talent  with 

excellent  work ethic available at  very com pet it ive costs. This led to the 

creat ion of the Global Delivery Model, a m odel that  is based on collaborat ive 

software developm ent . I n this m odel, about  20%  to 25%  of the work 

involving heavy custom er interact ion is delivered by our people at  or near  

custom er prem ises while 75%  to 80%  of the effort  with lit t le or no custom er 

interact ion is delivered from  scalable, talent- r ich, process-driven and cost -

com pet it ive developm ent  centers in count ries like I ndia and China. This 

m odel has resulted in the delivery of superior quality software at  a fract ion 

of the prevailing prices. Most  im portant ly, over 95%  of such projects were 

com pleted on t ime and within budgets against  the then-prevailing average of 

only 45%  of projects. This was a t rue win for our custom ers.  

One aspect  of globalizat ion that  has received m ost  at tent ion is Outsourcing, 

the globalizat ion of services delivered from  abroad. There have been several 

passionate argum ents for and against  outsourcing. Theory as well as data 

shows that  outsourcing benefit s a nat ion and her people, and that  

outsourcing is not  the cause of wage declines or job losses. Well- known 

econom ists, Paul Krugm an and Robert  Lawrence, found that  increased t rade 

does not  im pact  real incom e and that  low-wage US workers do not  suffer  

due to foreign t rade and com pet it ion. According to David Ricardo, even if a 

count ry could produce everything m ore efficient ly than another count ry, it  

would reap gains from  specializing in what  it  was best  at  producing and 

t rading with other nat ions. Heckscher-Ohlin theorem  notes that  a capital-

abundant  count ry will export  capital- intensive goods, while a labor-abundant 

count ry will export  labor- intensive goods. I n fact , a research by McKinsey 

shows that  US Corporat ions and it s investors actually benefit  from  

outsourcing their I T services to I ndia. 

What  are the benefit s of a f lat  world? I s it  a panacea for the ills of world 

t rade as m ade out  by the proponents of globalizat ion, or is it  all bad as 
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m ade out  by several journalists, special interest  groups and hum an rights 

organizat ions?  Let  m e cover a few benefit s f irst , then talk about  som e 

concerns, and finally how we can overcom e som e of these concerns.   

First , a f lat  world is clearly a powerful plat form  for leveraging global 

intelligentsia in enhancing the innovat ion power of corporat ions in the 

developed world. I ndia and China, thanks to their huge populat ion and their 

focus on higher technical educat ion, have becom e reservoirs of technical 

talent . Every year, China produces 600,000 engineers and I ndia produces 

450,000 engineers. I n com parison, the US produces 70,000 engineers, 

probably of a higher quality. Several global corporat ions have realized the 

im portance of sourcing this global talent . For exam ple, General Elect r ic (GE) 

has setup an R and D laboratory, the largest  R and D center of it s k ind 

outside the US, in Bangalore and over 1000 GE researchers work on leading-

edge solut ions out  of this facility . Microsoft  has established R and D facilit ies 

in China and I ndia. I ndian units of US firm s like Cisco System s, General 

Elect r ic, I BM, I ntel, Motorola and Texas I nst rum ents f iled over 1000 patents 

in the year 2004 alone. Manufacturing firm s like Ford and Boeing see I ndia 

as crit ical for their global supply chain and R & D. I  can go on and on. The 

im portant  point  is that  there is a vast  pool of highly-educated talent  in 

several em erging count ries that  can add value to the giant  corporat ions of  

the US and the West . 

Second, the dem ographics of the West will result  in a large num ber of old 

people and ret irees in the next  25 years. There is likely to be short fall of 

labor even for basic services. For example, the share of the US populat ion of 

people aged 65 and older is projected t o increase from  10.7 percent  in 2003 

to alm ost  14 percent in 2015. Current ly, the baby boom ers alone represent 

around 27%  of the total US populat ion, and account  for nearly half of US 

consum er expenditure. Addit ionally, the ret irees would require services with 

very eff icient  cost  st ructures since their post - ret irem ent  disposable incom es 

will be low. Count ries like India with dem ographic advantage can provide 
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m any of such services Ð account ing, legal, tax advice, t ravel and hotel 

bookings, m edical appointm ents, and m edical analysis -  rem otely at  a 

fract ion of the cost  in the US.  

Third, globalizat ion enhances the com pet it iveness of corporat ions. I n a 

com pet it ive m arket  which US is, corporat ions are forced to cont inually 

im prove their eff iciency, t r im  their costs and reduce the product  prices to 

obtain larger m arket  share. This is possible only if corporat ions can leverage 

the power of the flat  world by m oving som e of their funct ions to less 

expensive places in the world. Such com pet it ive posit ioning requires 

reduct ion of cycle t im es and im provem ent  of product ivit y. One way of 

achieving these reduct ions and im provem ents is to use the power of 24-hour 

work-day by com bining the prim e t ime of the US with the prime t ime of 

count ries like I ndia and China which have abundant  skilled professionals. 

These count ries are 10 to 12 t ime zones away from  the US. Such a m ove will 

also enhance the profit s of US corporat ions so that  they can em ploy m ore 

US labor, pay them  bet ter com pensat ion and invest  m ore in R and D. Thus, 

it  is a win-win-win proposit ion for the corporat ion, the local labor and the 

outsourced count ries.  

Fourth, globalizat ion helps a nat ion overcom e it s supply challenges. Thanks 

to t rem endous focus on innovat ion in developed m arkets, there is 

considerable dem and for qualif ied professionals in the US. The US has 

always been at  the forefront  of innovat ion, thanks to it s world-beat ing 

talent . However, there is a huge shortage of professionals in m ost 

engineering areas, in general, and in Com puter Science, in part icular, in the 

US. The enrollm ent  of students in Computer Science in the US, I  am  told,   

has gone down from  52,196 in 2001 to 48,046 in 2005. I nterest ingly, over 

40%  of the enrolled students are from abroad, part icularly from  I ndia and 

China. Asian students account  for over 44%  of the total student  visas in the 

US. Data shows that  the US has benefited from  im m igrat ion. A World Bank 

study noted that  a 10 percent  r ise in the num ber of skilled imm igrants as a 
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share of the US labor force tends to increase future patent  applicat ions by 

0.8 percent and university patent  grants by 1.3 percent .  

Given that  the living condit ions in these talent -supply ing count ries are 

im proving and the opportunit ies there for research are increasing, it  is likely 

that  these well-qualif ied people will return to their nat ive lands. I f the US 

corporat ions have to leverage their expert ise, it  is necessary to outsource 

som e of the advanced work to these count ries. I t  is best  to remem ber the 

v iews of several well-known corporate leaders in the US that  this count ry 

m ust  have favorable im migrat ion policies to enable the local corporat ions, 

part icularly, the technology firm s, to retain foreign students to cont inue and 

enhance the com pet it ive posit ion of these corporat ions.  

Fifth, globalizat ion expands the m arket  geographically. Most  corporat ions 

with t radit ional products like food, clothing and autom obiles have found that  

the m arkets in developed nat ions have m atured and the growth rates are 

low. Hence, they have started focusing on emerging m arkets. The 

opportunit ies offered by the flat  world have enhanced the purchasing power 

in these count ries, m aking these m arkets im portant . For exam ple, I ndia and 

China are som e of the fastest  growing m arkets for auto and air line 

indust ries. A recent  report  by PricewaterhouseCoopers notes that  the BRI C 

count ries Ñ  Brazil, Russia, I ndia and China Ñ  will account  for m ore than 40 

percent  of the forecast  for global light  vehicle assem bly increases, and 

represent  52 percent  of the indust ry 's forecast  for global capacity expansion 

during 2005-2010. Thus, providing outsourcing opportunit ies in som e 

sectors to these count ries will open up huge opportunit ies for corporat ions in 

developed count ries like the US in other areas. This again is a win-win 

proposit ion.  

Sixth, the flat  world paradigm  is sine qua non for a peaceful world. I t  is 

generally agreed that  m ost  of the anger, v iolence and terrorism  that  we see 

today is due to the huge econom ic div ide that  exists between the haves and 
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the have-nots. A sure way to reduce this div ide is to focus on bringing the 

poorer world into the m ainst ream  by making them  t rade partners so that  it  

is a win-win proposit ion. A world concent rat ing on im proving the qualit y of 

life through internat ional t rade is likely to be a peaceful world. Thanks to the 

m ult ilateral t rading system , ideological blocks get  weakened. Once t rade 

becom es the focus of relat ionship between two count ries, any geo-polit ical 

differences are likely to be resolved peacefully since no polit ician will be 

ready to lose t rade and bring down the econom ic well being of his /  her 

people.   

Having covered the benefit s from  the flat  world phenom enon let  m e now 

address som e of the concerns expressed in this count ry about  the flat  world.  

Clearly, the first  concern is about  the loss of som e jobs in the short  term .  

Crit ics argue that  globalizat ion favors outsourcing and increase in 

im m igrat ion, both of which result  in job losses and lower wages. These are 

clearly im portant  views. Robert  Feenst ra, Professor of Econom ics at  University 

of California (Davis)  and Gordon Hanson, Professor of Econom ics at  University 

of California (San Diego)  have examined the im pact of outsourcing of labor 

intensive com ponents on the US m anufacturing firm s. They concluded that  

outsourcing raised the real wages of US workers. Take the case of 

im m igrat ion. Philippe Legrain in his recent  book, ÔI m m igrantsÕ, notes that  

f lexible advanced econom ies can absorb large num bers of im m igrants 

without any cost  to nat ive workers if the inflows are reasonably predictable, 

and with only a short - term  cost  to them  if they are unexpected. Legrain   

looks at  how cit ies like London, New York and Toronto have benefited from 

the diversit y of imm igrants. Quot ing several studies, Legrain also concludes 

that  the influx of im migrants does lit t le or no harm  to the wages or  

em ploym ent  prospects of nat ive workers.  

My view is that  short  term  job losses are inevitable if we want  to create new 

opportunit ies for a larger num ber of people in the medium term , and to    
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provide bet ter value- for-m oney for a large num ber of consum ers. Let  me 

give you an exam ple. A few years ago, I  was asked by a journalist  in 

Aust ralia about  m y views on the loss of jobs in Aust ralia, I  took the exam ple 

of I ndia and dem onst rated how the ent ry of m ult inat ionals had benefited 

consum ers in a big way even though there was som e loss of jobs in the 

short  term . I  told the Aust ralian journalist  that  I  would any day accept  

benefit  to a vast  m ajorit y of people at  the cost  of a sm all num ber of jobs 

which is likely to get  redist r ibuted over a short  period of t ime. Let  me 

elaborate this with a few exam ples.  

I n my house, my old, wonderful Indian refr igerator has been replaced by a 

gleam ing new one from  a South Korean com pany. This indeed has led to 

som e loss of j obs in I ndia since m any com ponents for the new refr igerator 

are im ported from  South Korea. However, when the South Korean and the 

Western firm s like Sam sung, LG, Elect rolux and Whirlpool started their 

m anufacturing in I ndia and sourcing com ponents locally, they created m ore 

jobs than the jobs that  were lost  earlier.    

I  use a Toyota car to get  to m y office. India had just  a few car 

m anufacturing firm s prior to the ent ry of com panies like Toyota, Honda, 

Ford, GM and Suzuki. Hence, prior to the ent ry of these auto m ajors from  

abroad, the consum ers had very lit t le choice in select ing the cars. The 

qualit y of cars was very poor. When the global auto m ajors started 

expanding in I ndia, the I ndian players reported m assive losses and som e of 

them  were even forced to shut  down. This resulted in loss of jobs.  

Meanwhile, the ent ry of global m ajors expanded the car m arket  and I ndia 

now is am ong the fastest  growing car m arkets of the world. This has 

resulted in a boom  in the auto com ponent  indust ry creat ing huge 

em ploym ent  opportunit ies in this sector. The story is the same even in the 

case of elect ronic equipments and com puter hardware indust ries. I  use a 

Dell com puter in the office. We too had our com puter m anufacturers, not  

very eff icient , but  they had indeed created lots of jobs. These jobs were lost  
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since m ost  of the com puters and laptops are im ported into I ndia, today.  

Current ly, firm s like Flext ronics, Dell and Nokia have their m anufacturing 

locat ions in I ndia creat ing thousands of new jobs in I ndia. While I ndia lost  

about  3 to 4 m illion jobs due to the closure of these old and inefficient  

dom est ic com panies, the count ry has created at  least  three t im es the 

num ber of such jobs, thanks to these new m ult inat ional com panies. More 

im portant ly, we have seen keener com pet it ion in the m arket ;  prices have 

com e down;  and the consum ers have benefited im m ensely. Thus, while 3 to 

4 m illion jobs were lost  in the short  term , the count ry has seen benefit  to 

300 to 400 m illion consum ers.  However, we must provide new opportunit ies 

to those people who have lost  their jobs. This has indeed happened. A recent 

OECD report  noted that  I ndia adds over 11 m illion jobs every year, thanks to 

globalizat ion.   

I n the case of the US, the job m arket  has adjusted it self posit ively. I n a 

recent  speech, Federal Reserve Board Chairm an Ben S. Bernanke noted that  

a Ôposit ive churnÕ in the US job m arket  has resulted in higher-paying jobs.  

According to the Fed Chairm an, over the past  decade, nearly 16 m illion 

private-sector jobs have been elim inated each year in the US, while m ore 

than 17 m illion jobs are being created per year. Another study by Prof. Lori 

Kletzer which Prof. Jagdish Bhagwat i quotes in his paper -  ÒThe muddles 

over outsourcingÓ -  corroborates this. Prof. Kletzer exam ined three types of 

m anufacturing indust ries by classify ing them  into low, m edium  and high 

im port  com pet ing, based on the change in the im port  share during 1979Ð

1994. Across the three groups of indust ries, about  two- thirds of the people 

who were displaced earlier were reemployed within two years, with about  

half of that  group ending up with jobs that  paid roughly as m uch or m ore 

than their previous jobs and the other half experiencing a wage cut  of 15 

percent  or m ore. 

During the period 1965 to 2006, the share of im ports in the US economy 

increased from 4.4 percent  of GDP to 16.8 percent . Em ploym ent  m ore than 
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doubled during that  t im e, and the unem ploym ent  rate rem ained around 4.5   

percent  at  both the beginning and end of this period. The average real 

com pensat ion per hour in the US has nearly doubled since 1965.  

The second concern is the possible lowering of qualit y of life for people in the 

developed world. Let  us look at  the data on per-capita GDP of the US it self. 

According to a recent  paper published by the Econom ic Policy I nst itute, US 

t rade with China has elim inated product ion that  could have supported 

2,166,000 US jobs during the period 1997 to 2006. However, during the 

sam e period, the per-capita GDP of US increased from  $ 31,011 in 1997 to 

about  $ 43,500 in 2006. This has happened because the US corporat ions 

have used innovat ion to m ove up the value chain, and created new products 

and services which other count ries have not  been able to do. The US has 

been able to export  several high-end and innovat ive products with higher 

product iv it y or higher revenue per person. I n com parison, the sales revenue 

per em ployee of products exported out  of China or I ndia is low. The US has 

always been and will cont inue to m ove up the chain in term s of higher sales 

per em ployee. 

What  is the solut ion to the tem porary loss of jobs in the US brought  about 

by the flat  world? Even fam ous economists like Paul Sam uelson have warned 

about  the loss of jobs result ing from  a flat  world. Let  m e share my views on 

how to stem  the loss of jobs. First , people who are entering the workforce 

m ust  be well equipped to m anage changing dem ands of workforce. To m ake 

this happen, they must  be provided indust ry-oriented educat ion and 

t raining. Second, the exist ing skill levels of the labor force m ust  be 

increased. I  understand that  the Trade Adjustm ent  Program  which looks at  

offering up to thirty m onths of job t raining, income support  and health 

insurance support  is already looking into this.  

I t  is best  to rem em ber the words of Jagdish Bhagwat i, a well- known free-

m arket  econom ist , who has argued that  the US will always m aintain her 
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suprem acy in global t rade and will retain her prosperit y if she cont inues her 

focus on higher educat ion, innovat ion, and m erit -based imm igrat ion policy to 

at t ract  the best  and the brightest . He notes that  the US is a reasonably 

f lexible, dynam ic and innovat ive society and that  the dynam ic twists and 

turns of the US econom y will produce higher-wage jobs.  

Finally, let  m e reiterate that  we need a flat  world because it  spreads the 

convict ion of the US in free t rade to the rest  of the world;  it  benefit s 

consum ers from  all over the world;  it  helps create a world with bet ter 

opportunit ies for everybody in the world;  and finally, it  brings global t rade to 

focus, shunning terrorism  and creat ing a m ore peaceful world.     

As a great  adm irer of the US, I  am  ext rem ely opt im ist ic that  the US will 

cont inue to be the unquest ioned leader in prosperit y in this f lat  world 

through scient if ic and technological innovat ion.   

Thank you.            

 


