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FDI, economic securlty should be in sync

FORMER DIRECTOR GENERAL. Clf

VERY country in the world,
without exception, is facing a
resource crunch in  this
valatile, uncertain time of
immense challenges. The countries
that have the ability are seeking exter-
nal resources, in the form of foreign
investment, to enzble development
and growth at the highest possible lev-
el. India too seeks foreign investment
which brings in technology, provides
employment and generates additional
resources. It has been estimated that
as a result of India's efforts, the per
capita FDI 15 about 360, This is good
and India is the country registering
probably the highest growth currently.
But to generate mamy millions of
new jobs, owvercome poverty and
address the multiple issues India has
athand, $100 per capita FDI would put
India at a much higher place in the
world. Can it be done since FDI has
actually done well, been on the rise?
And can it be done in a world where
competition for FDI is fierce, with
countries offering attractive incen-
tives to potential investors?
Competition is the spice of life. It cre-
atos pressures and gives rise to creative
ideas and strategies. India can thrive!
First, the issue of eligibility for for-
eign investors to have more than a0
per cent equity in a company. This is
largely permitted today. It was amajar
issue earlier, a2 non-issue now. Even

defence industries and insuramce
allow T4% foreign equity holding in a
joint venture. India has crossed a
“mental” bridge in allowing over a0%
foreign equity helding, having
realised that equity is only one aspect
of “control” and “regulation”.
Second, the processes and proce-
dures, which are never quick or
time-bound in India. There is no
“gingle-window” clearance in reali-
¥, especially where the
Federal/Central Government and
State Govermment are both
involved, This has to change. Many
countries have an “empowered”
Board of Investments (Bol) for pro-
meotion as well as clearances. Hecog-
nizing the hierarchy of bureaueracy
and the reality of decision-making,
the “Bol" should be provided the See-
retariat by the Prime Minister's
Office (PMO). This was so in 1991-08
when the Foreign Investment Promo-
tion Board (FIPB) operated. The Bol
ar FIPE needs to be headed by a Sec-
retary to the Government of India
who has the sendority to command
respect. Proposals should be cleared
or returned within 90 days. There is
an organisation, “Invest India"”, but
to get to £100 per capita FDI, the
Prime Minister's Office needs to get
inon the act in greater measure.
Third, India needs to frame a
dynamic strategy and plan for an
outreach to the top 300 companies of
the world to imvest in the country.
Much iz written about change in
supply chains and relocation of
industries, but India has seen little
henefit of these ideas. Vietnam and
Thailand in Asia are the real benefi-
ciaries. And, their Bols follow an
aggressive premotion strategy as
well as an efficient approval
process. The top 300 companies

chains

have significant supply
across severzl countries and their

partnership would be eritical.

Fourth, many policies are worded
vaguely. This leads to lack of clarity
and delayed decision-making. Poli-
cies must be specific in wording and
clear to all readers. This is a chal-
lenge for the Indian policy and
process making authors. Every time
something is drafted which is subject
to different interpretations, there is
delay and there iz scope for corrup-
tion. Delay is equal to disaster

Fifth, stability and continuity of
policy, of procedures. No U-turns, no
surprises! No retrospective actions.
These issues haunt the foreign
investors where India is concerned.
India has been known to follow stop-
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2o policies, change procedures at
will and consistently failed to give
cenfidence of continuity. This is a
big izsue for zll foreign investors.
The only real assurance can be pro-
vided by law and legislation passed
in Parliament as done to do away
with retrospective action

Sixth, India is known to be a diffi-
cult place to find reliable joint ven-
ture partners. These are companies
in the public and private sectors.
The tendency of foreign investors is
1o focus on a few Indian companies
for partnerships because of their
reputation for reliability and triest-
worthiness. The govermment cannot
resolve this issue. It is a private sec-
tor issue and there have been many
joint ventures (JWs) which break up

because of “cultural” mismatch.
Both sides act in haste to conelude a
JV without thinking through every
detail. Caution is the best way for-
ward and the perspective must be
long-term, not short-term.

Seventh, there is a constant need to
“educate” foreign investors on India.
It is one country, but not one market.
It is one country, but almost every
state iz different from every other
state. Huge differences exist in terms
of customs, cultures, languages, from
state to state. State governments have
a five-year life and change happens,
bringing new policies.

These are some of the issues
which must be hammered into the
minds of foreign investors so as to
help them avoid mistakes and then

blame India. Investment education
is in India's best interests.

Eighth, whilst Indian strategy is
focused mainly on the large
economies of the USA, Japan, South
Korea, UK, France, Germany and
Italy, there is a need for country-spe-
cific strategies and plans so as to have
the right focus in terms of technelogy
and company. And, smaller economies
are equally crucial, such as Israel,
UAE, Singapore, Norway, Sweden,
Finland and Denmark with specific
strategies for niche technologies. The
Indizn government has understood
this and their foreign and trade poli-
cies reflact thiz reality. Indian indus-

try needs to adapt and adopt.
Ninth, India needs to have a Foreign
Investment War Hoom using

advanced digital technologies to have
the most up to date data of trade,
investment, companies, technologies,
sectors, personnel, diaspora role ete.

The FDI War Room is an essential
strategic piece of the FIDI plan because
data is critical and, in today’s age, data
is constantly changing.

These are some key issues to raise
the FDI level to 3100 per capita.
India's global position would then
be far more significant. Also, the pos-
itive impact on employment, devel-
opment and growth considerable! At
the same time, the national econom-
ir security interest must be taken
care of. It can be ensured in a variety
of ways, even learning from the
structures and practices of several
other countries. The National Secu-
rity Couneil Secretariat is the right
organization to ensure this. In the
last couple of years, India has actu-
ally taken some long overdue and
pssential steps relating to economic
security. This process and policy
need to be sustained




