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COMMENT

Uttam Gupta assails the Government's attitude bordering on contempt towards expatriates of Indian origin

carried an advertisement putting up

forsaleaplantowned by an NRI from
the United States. [t was neither a run-
down plant. nor asick unit being offered for
sale under the BIFR-sponsored rehabilita-
tion package. Rather, it was anew partially
built plant which could not be commis-
sioned for want of [unds, lunds that the NR)
had tied up with a forelgn bank, but could
not be procured for want of timely approval
by the Ministry of Finance under its
External Commercial Borrowing (ECB) pro-
gramme,

The NRI was lured to Invest in Indla by
the high-voltage publicity/propaganda. the
reformist Government had unleashed. Not
quite aware of the impending hurdles, and
virtually carried away by the promise [rom
the highest authorties in Indian
Government of a smooth passage, this pro-
moter took the plunge in 1991 itsell,

Despite the bitter faste right in the begin-
ning—preliminary clearance was possible
in six months against the assurance of a few
weeks only—the NRI was determined to go
ahead. Then, began a seemingly unending
journey on a road that passed through the
jungle of Indian bureaucracy.

The NRI had totake as many as 37 clear-
ances from various authorities in the con-
cerned state (where the plant was to be
located) and almost hall as much [rom the
Government of India. You cannot possibly
have an economic model to determine
which clearance took how much time and
the precise contribution of each in the over-
all delay.

However, going by the reported NRI's
own experience, it took him almost two
years 1o get possession of the land from the
State Government and anothertwo vearsio
get a no-objection certificate from the agri-
cualtural angle. A further delay of about six
months by the Union Finance Ministry
served as the last straw on the camel's back
forcing the NRI to abandon the half-com-
plete plant. not knowing how much of the
money already sunk could be retrieved by
way of sale of the plant or claim for damages
that he was contemplating.

That we need rapid development bears
no repetition, When we talk ol this. it isnot
merely growth as measured by GDP. More
importantly, itisthe improved guality of life
for the common man. which does nol auto-
matically come from rapid GDP growth.
Even economists like Amartva Sen no
longer believe In the " trickle-down™ theory.
The country needs heavy investment in
infrastructure including social infrastruc-
ture — health care, safe drinking water.
education and social security etc — besides
@ host of employment generating schemes.
But, where are the [unds?

The Government has been persistently
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until a few years back. were supporting
whatever development we had. have
started declining. These are still undeér pres-
sure (due to rampant inflation and [ood
needs alone swallowing the bulk of their
incomes), The declining trend will, there-
fore, accelerate.

The capital market cannor assure a
steady {low of [unds. 1 fluctuutes with
impunity. Some times. it 15 lush with
funds. at others. the tap runs dry.
Moreover, the lunds from here need not go
where these are needed the most or desir-
able from the national angle. Who gets and
how much lunds depends on the market-
based signals, track record ol the promoter
and the kind of business [orwhich itisseek-
Ing Munds. s

Prospectsolinternational ald/asststance

are becoming progressively bleak. The IDA.
which provides virtually interest-free loans
to developing countries like India, for lund-
ing priority projects. isin serious trouble fol-
lowing the US move to drastically: cat its
contribution by as much as 25 per cenl
India has been geiting about US S 900 mil-
lion per annum in the Nineties; the money
is usedfor projects like health care and pro-
vision forsafe drinkingwater. Much of this
could bein jeopardy.

The liberalisation of rules and regula-
tions lor encouraging forelgn Investment
had opened enormous possibllities. Funds
did come [rom lorelgn institutional
investors (Fllshand overseas corporate bod-
ies [OCBs): But, the bulk of these came as

1-portiolio; investment’ i, the, Indian stock.
These are not directly linked with develop-
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ment, Such lunds flow in and flow out
depending on market trends and the
Covernment's liscal policies,

Inflows through  forelgn direct Invest-
ment (FDI) route are |deally soited to a
developing country as these stay in the
country permanentlyand contributetosus-
tained economic development.  Even
amongst the loreign direct Investors, who
brings the money Is even more important.

For foreign companies/muliinationals,
the prime consideration for Investing In
fndia is to muke good profits, as {ast as pos-
sible and repatriate the snme in full to their
home ground. This |s precisely what they
have done all dlong in the past through the
[oreign subsidiary route funtil end 80s, with
minarity equity holding and early 90s, with
majority holding) and are now seeking to
achleve predominantly through 100 per
cent subsidiaries.

The profit motive will also influence the
cholce of segment of the economy. they
wotld invest in and which part of the coun-
trv. In any case, multinationals are unlikely
o invest in arens like Infrastructure i.e.
power, roads, houstng or for that matter. in
social services like education, health, family
wellnre. deinkingwater, where investment
is necded tie most

[ sharp contrast. the NRI s nol gulded
by profit motive alone, He has an emotional
attachment to his motherland which does
not decline with the length of stay abroad
and may. Infact, increase; Quite clearly, the
nattonal  sentiments  dwarl the  profit
motive,

All this is not theoretical. The foreign
investment in mainland China ls predomi-
nantly rom the Chinese who had lelt the
country several years ago. In'viesw ol these
[aciors, luring NRIE to invest In Indla is
bound to be' a big soccess provided the
Governmen! extends to them a warm wel-
gome shedding its present attitude ol indif-
lerence and. in some cases. even treating
them with contempt.,

Flow of funds [rom the kith and kin of
Indian soll s the only means of solving our
BoP problemsand eflectively managing the
external debtl. Development of the inlra-
structure including social infeastructure
cah also bank greatly on this source. While
seeking investment [rom MRls, even the
problem ol repatriation and resultant pres-
sure on {oreign exchange also does not
exist, unlike investment by MNCs/{oreign
compeanies which would just not care lor
attendant destabilising elfects on Indian
gEConomy.

I'he need ol the hour is to evolve a com-
prehensivepolicy toattract NRIs, assurethem
single-window clearance withiinnareasonable
ime frame for setting up projects and, above
all, treat them with warm allection.
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