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From Start To Port

A nine steps framework for making India a great investment destination
Ajay Srivastava, [ Indian Trade Service officer |

FDI receipts of more than $250 billion in the last five
years prove global firms’ faith in the India story. Now,
with crucial reforms in place, what should we do to
become a top investment destination? We have to
become an excellent place for doing business.

This would mean working on enhancing the investor
experience. Not just at the beginning of the project but
at each subsequent step. From helping her choose the
right support package, identifying the location for
production to importing the raw materials, and
shipping the products. This would be the best red
carpet welcome to an investor. We propose a nine-step
framework for doing so.

One, identify sectors for priority treatment. Let us focus on industries where India’s manufacturing and
exports are weak. Consider electronics, computers, telecom, precision equipment, factory machinery
products. These constitute 70% of global trade, but India’s share is a low 0.7%. Most product groups
identified for support under the production-linked incentive (PLI) scheme are part of the list.

Two, recognise sectoral concerns. A sector may generate a large turnover, but net earnings may remain
small because of large import dependence. For example, for doing the iPhone’s final stage assembly,
China gets just $12, which is less than 2% of its retail price of $700. Assembling an EV battery from
imported lithium cells or making mobile phones from imported subassemblies fall in the same low value
add category. A better model may be inviting an anchor firm along with component suppliers and do
most manufacturing in the country.

Three, invite top global firms to become anchor manufacturers in priority sectors. We know their names.
With thousands of manufacturing units in most sectors, India needs a few large anchor firms in each
sector. Their use of innovation and technology will result in gains for all firms in the entire sector - the
way Suzuki did to India’s automobile sector in the early 1980s. Suzuki’s technology and India’s expertise
in casting, forging and fabrication were crucial factors. In less than 20 years, the sector’s productivity, and
not just Maruti-Suzuki’s productivity, went up by 250%. Mainly due to competitive pressures set off by
Suzuki. Today the automobile sector contributes to half the manufacturing GDP. We need a repeat of the
Maruti story for a few other sectors.
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Four, develop effective coordination with lead investors. One to one discussion at the senior level
thrashes out knotty issues and builds confidence. Both sides may discuss available location options or
extra support the investor may need. Nominating an officer to coordinate with government on the firm'’s
behalf for the entire project cycle is a good idea.

Five, provide ready to manufacture space. Delay in buying land and approvals drives away investors.
China and many other countries have hundreds of operation ready industrial zones. Each zone takes
necessary permissions for all future units. For example, a chemical zone will take approvals for effluent
discharge and quality. The investor will agree to follow these. Once ready, the investor moves in, installs
machinery, and starts production in a few weeks/months. Industrial corridors being developed across 32
places in India under the National Master Plan may adopt this model.

Six, ensure quick factory to ship movement. Slow factory to ship movement hinders India from becoming
a part of the production supply chain. We can reduce the time taken in transporting goods from factory to
port through dedicated freight corridors. Locating industrial zones near the sea is another option. Port
and customs procedures must be done in the industrial zone to avoid crowding at the port and ensuring
just in time arrivals.

Seven, review the import duty structure. This is also the key to signing happy FTAs. Our 90% of imports
by value take place in less than 10% product tariff lines. We must test the impact of lowering of import
duty on the production and export ecosystem of remaining products. For example, most electronic
products are assemblies of thousands of components manufactured across many countries. Components
combine into subassemblies and then into the finished product. A part crosses country borders many
times. In such a scenario, even a modest duty on components has a multiplier effect. For this reason, most
countries charge no import duty on parts or electronics products.

Eight, ensure predictability, reduce arbitrariness in policy regime. Avoid backdated policy changes.
Reduce scope for interpretation in tax laws by use of clear, unambiguous language. For example, both
India and Nokia interpreted the royalty provisions of the double tax avoidance treaty in different ways a
few years back. When Nokia shut its India operations, annual mobile phone exports from India fell from
$2 billion to zero; 10,000+ direct jobs were lost. India and Nokia’s loss was China’s gain.

Nine, set up systems for quick resolution of disputes. Firms enter into contracts with other firms and
individuals for the supply of goods and services. In case of dispute, parties approach the court for
enforcing the contract. Long delays at the Indian courts compromise India’s attractiveness. Quick
improvement is a must for improving investor confidence.

Nurturing an investment is like growing a crop. Smart global firms are the quality seeds that grow in a
supportive environment. Returns for such an approach are high. Samsung started small in Vietnam 10
years back but, lured by good experience, expanded its operations to export more than $50 billion of
products now. Its success also pulled others. The nine-step framework will enhance India’s appeal as a
credible manufacturing and investment destination.
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THE HINDU

Recalibrating India-Nepal ties

The relationship has never been free of controversy as both countries have not
changed their perspectives of each other

Sujeev Shakya, [ The author of ‘Unleashing the Vajra: Nepal’'s Journey Between India and China’
and ‘Unleashing Nepal’]

When Foreign Secretary Harsh Vardhan Shringla
arrived in Kathmandu on November 26 and spoke in
fluent Nepali to the media, there was some hope that
the visit would go beyond the traditional exchange of
pleasantries. When he departed, the hope was that his
visit would be the beginning of a continued dialogue
between the two countries that have had a strained
relationship since the imposition of a five-month-
long blockade in 2015 in Nepal just as the country
was recovering from a devastating earthquake.

In the past five years, the only glimmer of hope to
work on the relationship was the constitution of an
Eminent Persons Group. The Group was disbanded
after submitting its report, the outcome of which is still not known. Nepal thought that the Eminent Persons
Group would be the foundation for reworking the relationship between the two countries, but for India, as a
former diplomat put it, it was just one of the hundreds of initiatives or administrative mechanisms. The Foreign
Secretary did not touch upon the issue of the Eminent Persons Group in his latest address. His speech was not
different from speeches made in the past, and the joint statement from both the governments was a usual nicety.

Unchanging perspectives

The Nepal-India relationship has never been free of controversy as the perspectives of both sides are yet to
change. Many in Nepal continue to equate being anti-India with being nationalistic. Politicians and political
parties whip up such sentiment and compete with each other on who can be more extreme, especially before an
election. Prime Minister K.P. Oli won the 2017 election partly because he projected himself as someone who
stood up to India during the blockade. He again whipped up nationalistic sentiments when he got the Nepal map
amended to add new territory. This was a good way to deflect attention from the poor management of the
COVID-19 pandemic by his government. His government’s excuse was that after India released its new map in
November 2019, Nepal wanted to discuss the map with India but the latter did not provide any time for a
discussion.

India continues to think that by providing largesse to Nepal in the form of aid and development projects, it can
win Nepali hearts. But despite pouring billions of rupees into Nepal over decades, it has still not been able to do
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so. Therefore, it needs to reflect on what it is not doing right. Two issues are important to understand here. First,
all aid to Nepal from countries other than India and China go through the Plans of the Government of Nepal.
Indian aid is seen in Nepal as a favour bestowed on a constituency it wants to garner support from rather than a
contribution to Nepal’s planned development. Second, India competes with China in providing aid outside
government budgets. And China picks up projects of visibility and strategic location. Chinese involvement in
Nepal has increased since the April 2015 earthquake and Nepal is surely an area of strategic influence in
China’s Belt and Road Initiative.

People-to-people ties

The Foreign Secretary raised the issue of people-to-people exchanges between the countries, a welcome
development. In the past two decades, two significant changes have happened in this area. First, Indian workers
in Nepal constitute a big part of the workforce and send about $3 billion to India every year. In terms of
remittances to India, Nepal ranks eighth. So, the Government of India needs to keep in mind that many
households in India are being run with remittances from Nepal. Second, Nepalis have migrated in the past 20
years to more than a hundred countries; India is not the only country that Nepalis rely on for jobs or education.
This is a new Nepal comprising young people with global aspirations. Nearly three-fourths of the population of
Nepal is under 35 years of age. India needs to engage beyond its current constituency, the minuscule proportion
of the population who are above 65. Meanwhile, Nepal needs to plan how it engages with the youth in mainland
India for whom Nepal is just like Bangladesh or Myanmar, areas they study about in geography in school but
know little about.

There are some fundamentals that we simply cannot forget: geography will not change, the border will remain
open as millions of livelihoods on both sides depend on it, and China is going to be a big global player with
varied interests in the neighbourhood. Therefore, the India-Nepal relationship has to be recalibrated. The hope is
that the Nepali-speaking Foreign Secretary who has Sikkimese ancestry will be able to rethink the dynamics of
the relationship as he reflects on his visit to Nepal.
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