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T
he difference between a dream and a vision is that the 

former is usually a mere wish, while the latter is the end 

goal of a focused plan. All visions start out as dreams 

but not all dreams become visions, and this can be seen in 

the fortunes (and misfortunes) of three cities – Cyberjaya in 

Malaysia, as well as Hyderabad and Bangalore in India. All 

three had a dream of becoming an ICT hub – to be the “Silicon 

Valley of the East” so to speak. Yet, in the space of 20 years, the 

South Asian cities have outpaced the Malaysian one, leaving 

Cyberjaya a distant third in a three horse race. 
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The Indian Space Research Organisation demonstrates progression in the field of innovation, development, science and technology.

such as electronics, aeronautics, earth 

moving equipment and machine 

tools, and research organisations 

such as Indian Space Research 

Organisation and Defence Research 

and Development Organisation. 

These enterprises created a good 

pool of technical manpower in 

Bangalore, an important condition to 

develop IT industry anywhere. 

A large and sophisticated network 

of educational institutions supplies 

the human capital required by the 

software industry. Karnataka has 

one of the strongest educational 

infrastructures with thousands of 

schools and colleges adding to 

the talent pool every year. Of the 

66 engineering colleges, 26 are 

located in and around Bangalore. 

The Indian Institute of Information 

Technology, the Indian Institute of 

Science, a network of engineering 

schools, and the Indian Institute 

of Management contribute to the 

knowledge pool through their 

graduates and research activities. 

Many of the graduates who migrated 

to the United States for higher 

education and jobs form part of 

the social network that nurtures the 

local software industry. Investments 

made by government and other 

public institutions for specialised 

infrastructure such as technological 

and management institutions, 

and educational programs and 

investments by companies - in 

training programs, infrastructure, 

centres of excellence, testing 

laboratories, and so on – have 

contributed to the development. 

Bangalore has been identified as an 

ideal place to live with abundance 

of rich social infrastructure. This 

includes moderate climate, housing, 

parks and educational facilities. 

Over a period of time, the social 

infrastructure got strengthened 

further with all modern day 

attractions around.

India has taken over from China as home to some 
of the world’s most dynamic cities. Six Indian 

cities feature in the CMI Global Top 30, with the 
country’s primary technology hub, Bangalore, 

moving into the top spot for the first time.

– Jones Lang LaSalle (JLL) Investment
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In K. Ramachandran’s and Sougata 

Ray’s essay titled Formation of 

Information Technology Clusters: 

How Late Movers Follow Models 

Different from Early Movers, they 

explored the factors that have 

affected the different degrees 

of achievements of Bangalore, 

Hyderabad and Cyberjaya.

Some of the questions that 

Ramachandran and Ray explore 

are whether or not each of these 

three cities’ successes are the 

product of a natural evolution based 

on their geography and historical 

backgrounds, or whether they are 

triggered and made possible by 

human intervention. 

Bangalore, the Silicon Valley of Asia, 

houses the most prominent cluster 

in India. From a mere 13 software 

firms in 1991-92, the city now has 

a pool of over 1,200 software firms 

working in areas such as computer 

chip design, systems software and 

communication software, employing 

over 100,000 IT professionals. Host 

to over 200 international firms, It 

is ranked fourth as a global hub of 

technological innovation, behind San 

Francisco and Austin in the US, and 

the Taiwanese capital Taipei. 

India’s Jewel in the Crown
There are several factors – 

historical, geographical, economic, 

cultural, and political factors that 

have contributed to the emergence 

of Bangalore as the dominant 

cluster in India. Bangalore has 

been fortunate to be rich in the 

supply of both economic and non-

economic factors that make a place 

a preferred choice of business 

location. Among the advanced 

factors, highly skilled labour 

plays a very important role in the 

development of any industry. 

As software makes intensive use of 

human capital, availability of highly 

skilled technical and managerial 

manpower becomes the key location 

factor. Bangalore has a large, highly 

skilled IT talent pool available at a 

relatively low cost, which it owes to 

historical development of the city’s 

educational, research and industrial 

infrastructure. The seed was sown 

with the establishment of the elite 

Indian Institute of Science, a number 

of the largest and most prestigious 

public-sector enterprises in fields 
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The sheer volume of 

India’s tech ecosystem 

with 3,100 startups, 

and 800 more every 

year, the growth of 

the scene should go 

as far as 2,000+ new 

startups created each 

year by 2020, and job 

creation from these 

entrepreneurs go from 

65-75k as of today to 

250-300k by 2020.

ICT  HUB

IT  CENTER

According to Ramachandran and 

Ray, the Indian technology sector 

has been rapidly developing 

since the 90s and have supplied 

to a large number of Fortune 500 

firms. To promote rapid growth 

of IT industry, central as well as 

and many state governments 

have created software technology 

parks in which the necessary 

infrastructure is readily available.

Notable examples include 

Bangalore's Electronic City and 

Hyderabad's HITEC City, which 

offer not only office space and 

communications links, but several 

social amenities, as well. The 

software parks located in these cities 

have also played an important role 

in allowing firms to develop clusters, 

which are international and local 

firms that have made these cities 

their operating base. 

Source: Microsoft Ventures
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Since Texas Instruments located 

their 100% export oriented 

unit in Bangalore in 1984, many 

more blue chip multinationals 

like Digital Equipment, Hewlett 

Packard, and IBM have followed 

suit leading to a cumulative 

investment of $1.3 billion by 

2001. Bangalore continues to 

remain the most favoured location 

for a number of multinationals. 

During 2001-2002 Bangalore 

The International Touch
attracted about 40 percent of the 

112 FDI ventures established in 

India. Further, the emergence of 

entrepreneurial and managerial 

Brahmins who are better suited to 

the knowledge intensive industries 

like that of software and IT 

enabled services is an important 

socio-cultural and ethnic factor 

explaining the formation of this 

industry in India and particularly  

in Bangalore. 

Over the years, Bangalore has 

become one of the most important 

locations for most Indian IT majors 

both home grown firms like Infosys, 

Wipro, and Microland and others 

like TCS and Satyam, who came 

later. While the promoters of Infosys 

hails from Karnataka, that of Wipro 

obtained technology for computer 

manufacturing from the Indian 

Institute of Science in Bangalore and 

decided to make it its home. 
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1. BANGALORE 2. HO CHI MINH CITY

3. SILICON VALLEY

4. SHANGHAI

5. HYDERABAD

6. LONDON

7. HANOI

8. AUSTIN

9. BOSTON

10. BOSTON

Top 10

11– 20

21– 30

  1. Bangalore
  2. Ho Chi Minh City

  3. Silicon Valley

  4. Shanghai

  5. Hyderabad

  6. London

  7. Hanoi

  8. Austin

  9. Boston

10. Nairobi

11. Dubai

12. Melbourne

13. Pune

14. New York

15. Beijing

16. Sydney

17. Chennai

18. Paris

19. Manila

20. Seattle

21. San Francisco

22. Shenzhen

23. Delhi

24. Raleigh-Durham

25. Mumbai

26. Hangzhou

27. Los Angeles

28. Dublin

29. Nanjing

30. Stockholm

JLL City Momentum Index (CMI) identified six Indian cities as the world’s 30 most 

dynamic places that have the ability to embrace technological change, absorb rapid 

population growth and strengthen global connectivity, with Bangalore topping the chart.
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By 2020, Bangalore will become the single largest 
IT cluster on the planet — overtaking Silicon Valley 
— with 2 million IT professionals, 6 million indirect 

IT jobs, and $80 billion in IT exports. 
– McKinsey & Company
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If Bangalore is the crown jewel 

of India’s IT industry, Hyderabad 

comes a close second. The city’s 

reputation can be traced to the 

establishment of the Software 

Technology Park of India (STPI) in 

the year 1991-92. Since then it has 

grown rapidly to harbour 1154 firms 

with software exports of 51 billion 

rupees in 2002-03. The top ten firms 

contributed more than 58% of the 

exports from Hyderabad with 7 

firms having exports of more than 

one billion rupees. 

The industry has grown particularly 

rapidly in the last three years. About 

one third of the registered units are 

foreign companies contributing about 

40% of the total investments. More 

than 500 firms registered with STPI 

are in the process of starting their 

operations. Once these firms become 

operational, formation of IT cluster in 

the city will get a major boost. 

In the past few years, the state 

government has been able to 

attract a number of leading foreign 

multinational firms and Indian firms 

to set up operations in Hyderabad 

by providing better infrastructure, 

The Case of Hyderabad
concessions, hidden subsidies and 

local demand through e-governance 

projects of the state government. It 

has simultaneously backed local IT 

firms such as Satyam Computers 

and InfoTech Enterprise to grow 

and flourish. 

The state government partnered 

with private companies to promote 

IT literacy too. This includes 

campaigning and facilitating the 

setting up of a number of pioneering 

international quality institutions in 

the area of IT, biotechnology, life 

sciences, business management and 

insurance, all in emerging growth 

areas. All of them are designed to 

be of international repute. Creation 

of a finance district to house a 

number of institutions and agencies 

is expected to lead to a cluster of 

financial organisations in Hyderabad. 

The entrepreneurial leadership is as 

much reflected in these initiatives as 

much in brand building around them. 

The entrepreneurial leadership of 

the state is reflected in a number 

of ways. For instance, Andhra 

Pradesh was one of the first states 

in India to formulate an IT policy in 

1999. Recognising the emerging 

global opportunity in the IT 

Enabled Services sector (ITES), 

thye state formulated a separate 

ITES policy in 2002. 

The current strategy of Hyderabad 

to encourage setting up of a 

number of high quality private 

schools for primary and secondary 

education is relevant in this context. 

Some of the other initiatives that 

make sense in this context include 

creation of a number of parks, 

botanical gardens and other 

eco-tourism centres, major urban 

afforestation program all over the 

city, promotion of tourism in a big 

and concerted way and building 

the image of Hyderabad as the first 

choice to live. 

These are all strategic variables 

forming part of a grand strategy 

based on the emerging industrial 

location factors. These strategies 

are synergistic with the current 

efforts to promote tourism in the 

whole of Andhra Pradesh, including 

Hyderabad. There is a definite and 

conscious effort to make Hyderabad 

and surroundings and the state as a 

whole attractive for the knowledge 

and service driven industries to grow. 

It is such qualities of entrepreneurial 

leadership that provide the necessary 

fuel to push the state to a higher 

production function and enter a new 

and higher paradigm.

Hyderabad touted to be 
the next silicon valley of 

India. The second leading 
IT capital of the country 
is already hosting the 

headquarters of Microsoft, 
Facebook and Google. Uber 
too is setting up its largest 

international office in 
Hyderabad.

Hyderabad transformed from a quiet administrative center of an agricultural 

state into a digital, technology and pharmaceutical hub.
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The experiences of Bangalore 

and Hyderabad show that their 

growth can partly be attributed to 

well-laid plans and organic growth. 

These include strong state support 

coupled with factors such as world-

class educational establishments, a 

ready talent pool of human capital, 

and attractive incentives.

 

Granted that both Bangalore and 

Hyderabad have had a few years’ 

head-start over Cyberjaya, the fact 

is that Cyberjaya has yet to capture 

the market or the imagination like 

its Indian counterparts. Instead 

of being the Southeast Asian hub 

for ICT firms, the Malaysian city 

is more or less home to mostly 

call centres and customer service 

operations. Definitely not what it 

was envisioned to be. 

There are several reasons 

as to why Cyberjaya has not 

yet reached that stage of 

development. For one thing, it 

does not have the human capital 

pull factor that Bangalore and 

Hyderabad has. While there were 

institutes of higher education 

established in the city shortly after 

it was built, such as Multimedia 

University and Limkokwing 

University, none are churning out 

the type of graduates that the 

ICT industry needs. It has been 

said that one problem with ICT 

education in Malaysia is that the 

curriculum does not keep up 

with the fast changing trends of 

the real world. That is why most 

international firms prefer to bring 

in talent from abroad. 

Another reasons is that the 

government’s plans for Cyberjaya 

has somewhat been altered over 

the years. Originally, it was the only 

Multimedia Supercorridor (MSC) 

hub in Malaysia, and companies 

based there were given incentives 

and guarantees that were unique 

to the area. Now, MSC status has 

gone beyond Cyberjaya, to more 

attractively located areas such as 

the KL Sentral CBD. So the question 

is, if companies can be located 

near the heart of the city, why 

would they want to locate in a far-

off, remote city like Cyberjaya? 

Cyberjaya today is 
home to more than 500 
technology companies 

in Malaysia and a 
number of Multi National 
Comnpanies (MNC) such 
as; Hewlett Packard (HP), 
DELL, Fujitsu, Motorola, 
AMD, DHL, HSBC, Shell, 

BMW and Ericsson.

 

While Cyberjaya has not become what it was set out 

to be, it still has a part to play. For one thing, its lower 

rental costs is a plus point. While big-name MNCs may 

be able to afford the high rents of commercial centres 

such as KL Sentral, those with more modest budgets 

would be better served operating in Cyberjaya. 

Then through time, with improvements in transport 

and lifestyle options, then perhaps the big boys will 

come to roost. Join the discussion on this topic at 

internationalbusinessreview.net  
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The Cyberjaya Conundrum
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