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Striving for growh

Sat hi sh Govi nd

W TH a popul ation of nearly a billion, India's growh rate started picking
up seven years ago after it enbraced bold economc reforns, bringing it
close to the | eague of Asian Tigers.

It no longer strives for self sufficiency but aspires for economc
growth and self-reliance. There is a broad consensus anong t he peopl e that
no matter which party governs, India s reforms will continue at a brisk
pace.

The reforns have i nproved the people's quality of |ife besides
generating about six mllion jobs per year. Today, India has a 300-nillion
strong niddl e class with considerabl e purchasi ng power. The consuner has a
great variety to choose from be it fast food, cars, television or
conmput ers.

The | ndi an econony i s poised for continued growth, aided by a stable
policy environnent that pays special heed to the fundanentals and the
systemis ability to maintain a sustai nabl e pace

I ndi an exports have grown fast in the post-liberalisation period,
averagi ng 20 per cent in three years begi nning 1993-94. They were ai ded by
a stabl e exchange rate nmechani sm increased conpetitiveness of |ndian
goods and decline in the interest rate of export finance.

In a nove to elimnate del ays, bureaucratic red tape and corruption,
conmpani es no | onger need licences to operate. Foreigners are welconed to
make i nvestnents and are even allowed to hold majority stakes in |ocal
firns.

The refornms were initiated by the then Prime Mnister P V Narashi ma Rao
bet ween 1991 and 1996, whi ch brought new conpani es and products to India.
The new governnent under current Prine Mnister Atal Behari Vaj payee has
sent an unequi vocal nessage over its comitment to reforns.

India's | arge donestic market and the growing m ddle cl ass i ndeed
attracted considerable foreign investnents and sone of the | argest
conmpanies in the world. Looking at the i mense potential presented by the
vast sub-continent, nmore nultinational giants are investing in India. They
i nclude i nformation technol ogy heavywei ghts | BMand Hewl ett Packard, car
manuf acturers General Mtors and Toyota, and food conpani es such as Coca
Col a and McDonal ds.

Currently the annual foreign capital inflowinto India is about US$10
billion and the governnment plans to attract nore investnents. India showed
its econonmic resilience during the regional financial and econonic crisis,
with its rupee unaffected by the sharp gyrations experienced by the other
Asi an currenci es.

India is Malaysia's |largest trading partner in the region. FromJanuary
to Novenber |ast year, total trade between the two countries anpunted to
RMB.9 billion. Malaysia's exports which totalled to RM/. 1 billion include

pal moil, petrol eum products, transport equi pnent, pal molein, cork and
wood. Inports fromlndia anmounted toRML. 8 billion and they conprise nmainly
meat, non-ferrous netal, iron, steel, vegetables, fruits, textiles and
yarn.

India's rapid pace of liberalisation offers tremendous opportunities for
Mal aysi an busi nessnmen. During the visit of the then Prine Mnister Rao to
Mal aysia in 1995, he said there was roomfor greater cooperation between
the two countries. He added that India could learn a | ot from Ml aysi a
especially in the privatisation process it had just started. Ml aysia has



had a headstart in the privatisation policy.

Rao said with the private sector taking over the running of
infrastructure facilities in India, the government could concentrate on
devel oping the rural areas. The visit resulted in the signing of 10
docunments paving the way for greater bilateral cooperation. The process of
bi | ateral econom c cooperation was taken a further step during the visit
of Prinme M nister Mahathir Mohamad to India in Decenber 1996 where he was
acconpani ed by a | arge conmmerci al del egati on.

Mal aysi a has identified several priority areas for investment in India.
They are in the el ectronics sector, roads and hi ghways, m neral
extraction, textiles and garnents, sports equi pnent, finished rubber
products, precision engineering, oil and gas, and power dgeneration.

Infrastructure projects such as power and tel ecomuni cations have al so
been opened for private investnent. Foreign tel econmuni cati on conpani es
now have the opportunity to participate in the fixed line and cellul ar
phone sectors.

Simlarly, power generation, which was dom nated by public sector
institutions |like the National Thermal Power Corporation and the Nationa
Hydro Power Corporation, is being suppl enented by i ndependent power
pr oj ect s.

The I ndian H gh Comm ssioner to Malaysia, P S Sahai, says India has
al ways | ooked to Mal aysia for investnments and expertise in infrastructure
projects as this is Malaysia's forte.

Val ued at nore than US$5 billion, the bulk of these infrastructure
proj ects conprise power plants, airports, ports, roads and bridges. O her
projects are industrial townshi ps and technol ogi cal parks, |eisure and
entertainment facilities, tourismsports as well as comercial conpl exes.

Sahai says Mal aysia and I ndia have the potential to work together in the
hi gh technol ogy industry as well as human resource devel opnent. “India
could al so energe as an inportant partner for Ml aysia in the devel opnent
of the Multinmedia Super Corridor,' he adds.

Sahai says India has a great deal to offer to Malaysia in terns of
i nvestnent and expertise in information technology, inline with
Mal aysia's anbitions in the multinmedi a sector.

He adds that in line with this anmbitious plan, India could provide
trai ned personnel. “India' s renowned force in engi neering and programm ng
is prepared to collaborate with Malaysia in providing the required
training facilities,' says Sahai

O her areas of possible cooperation include heavy engi neering,
devel oprent of small- and nedium sized i ndustries and other high
technol ogy projects including space sci ences.

The Hi gh Commi ssi oner says India hopes to see nore joint ventures with
Mal aysia in the engi neering sector and col |l aboration anbng SMs. In this
endeavor, the Indian governnent has taken several steps including
organising visits by its chief ministers fromdifferent states to Mal aysia
to pronote the respective states to potential investors. “W are hoping
that the chief mnisters and nmentris besar from Mal aysi an states will conme
to India for simlar purposes,' adds Sahai.

However, he says one should not expect an inmmediate financial gain in
ventures initiated by Indian conpanies as this would nost likely be in the
technol ogy sector. "The potential benefit to Ml aysi ans presented by these
i nvestnents however, will involve the creation of val ue-added outputs.'
Wth the recovery of the Ml aysi an econony, there has been renewed
i nterest by Ml aysian conpanies in India. The fornmer Ml aysi an Hi gh
Conmi ssi oner to India, Datuk Marzuki Mhamad Noor, said recently sone of
the proposals that were put on hold during the econom c crisis are being
t aken up.



He said Mal aysia has a strong interest in India s infrastructure sector
and is looking at airports, which India proposes to privatise. The
national car nmaker, Proton, is also looking at India and is carrying out
prelimnary studies.

Marzuki said ties between the two countries, cenented by hundred years
of association, remained strong. In the 1970s, Indian investors were the
first to venture into the textile, palmoil and other sectors in Ml aysi a.
Today they are in nore high tech areas such as machi ne tool s, medici ne,

i nformati on technol ogy and software devel opnent.

There is now al so reverse investnent as Mal aysi an conpanies go to India

to take part in infrastructure projects such as power, road and ports.
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