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ABOUT CSA

The Centre for Security Analysis (CSA) was set up in 2002 with the initiative of Lt. Gen.
(Retd.) V.R. Raghavan and Mr. M.K. Narayanan (presently National Security Advisor). The
Centre is a non-profit, non-partisan independent think tank. It believes in a holistic and
multidimensional approach to security, transcending the traditional concept to include various
aspects of security such as food, health, environmental, economic, water, energy, societal and
political security. In short, the safety, honour and well-being of the citizen is the ultimate
security.

The Centre was established with the objective of providing a peninsular perspective to the
security discourse in India, South, Southeast and East Asia. It provides a platform for
academics and intellectuals of Peninsular India to put forth their views thereby enabling them
to represent the region's interests. The Centre also focuses on promoting public awareness on
security issues by organizing seminars, workshops, public lectures and roundtable discussions.
It has built a new focus on civil society and governance and its linkages with security. The
Centre endeavours to bring out publications in the form of books, bulletins and occasional
papers covering the events conducted and projects undertaken in the larger interest of the

public and policy makers.

The Centre has developed a special focus on issues related to Peninsular India, Sri Lanka,
South and Southeast Asia. The issues of conflict resolution and peace building and gender
affirmation have got added attention. It has undertaken research work on issues of immediate
interest to the society and Government. A number of project studies have been undertaken and

the studies published.

The CSA considers encouragement and development of the younger generation, as a very
important aspect and keeping that in view, has been organising regular intercollegiate debates.
These debates on issues of national importance provide opportunities for young scholars to

study, research and voice their views and ideas on different facets of security.



PREFACE

The Centre for Security Analysis (CSA) regularly organises events where policy makers
and analysts are invited to talk on key issues relating to different aspects of security. As
part of these events the CSA invites the heads of various foreign missions in India to
share the views and perspectives from their countries. CSA organised a Roundtable
Discussion on August 02, 2007 in which Ambassador Yasukuni Enoki, Ambassador
of Japan to India spoke on the ,Furtherance of the India-Japan Strategic
Partnership’. Subsequently, a Public Lecture was organised on August 04, 2007 in
which Mr. Mike Connor, British Deputy High Commissioner to Southern India
delivered a lectureon 6| ndi a and t he UK: Opportun
Partnershipo

Lt. Gen. (Retd.) V. R. Raghavan, President CSA, welcomed the speakers and the
audience. The proceedings of the events are summarised in this bulletin.

About the Speakers

Ambassador Yasukuni Enoki is Ambassador of Japan to India, concurrently to Bhutan,
since February 2004. Ambassador Enoki joined the Ministry of Foreign Affairs, Japan, in
1968. He earlier served as Counsellor in the Embassy of Japan in New Delhi during
1981-1983. In the intervening years, he had diplomatic postings in Australia, the US, and
the Mission to EU. He has held various positions relating to Economic Cooperation at the
Ministry of Foreign Affairs. His most recent posting was as Ambassador Extraordinary
and Plenipotentiary of Japan to South Africa, concurrently to Namibia, Botswana,
Lesotho and Swaziland. He has also served as the Director General of the Cultural
Affairs Bureau and Director General of the Middle East and African Affairs Bureau of
the Ministry of Foreign Affairs, Japan.

Mr Mike Connor is the British Deputy High Commissioner in Chennai and has special
interest in India, particularly on issues of trade and investment. He was closely involved
in the conceptualisation and design of the Joint Economic and Trade Committee
(JETCO). In London, Mr Connor also played a pivotal role in the creation of the Indo-
British Partnership Network, an organisation dedicated to the further improvement in
bilateral trade and investment relations between the UK and India. Mr Connor has served
in a number of posts across the globe, including Prague, Abu Dhabi, Bonn, Dar-es-
Salaam, Tehran, Moscow and Vienna. He has also served in the Foreign and
Commonwealth Office's Middle East Department and been part of the UK Delegation to
MBFR talks in Vienna (Mutual Balance Force Reductions; now "Conference on Security
Co-operation in Europe).
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PRI ME MI NI ST NRITABCEIHE FURTHERANCE OF
THE INDIA-JAPAN STRATEGIC PARTNERSHIP

Introduction
Lt. Gen. V.R. Raghavan (Retd)

For the first time in the history of independent India we have a unique conjunction where
India has the best of strategic relations with all major powers. This is an extraordinary
situation and as part of it, India-Japan relations have moved to a new threshold of
partnership both in economic and strategic terms. 2007 has been declared as the year of
India-Japan friendship and a huge set of programmes are being organized as part of this.

We are having the Prime Minister of Japan coming to India shortly to be followed by the
Defence Minister. Before that the Foreign Minister had come. So you can see that the
successive Vvisits create a dynamic relationship and partnership. We are therefore very
fortunate to have Ambassador Yasukuni Enoki who has seen the rising of the India-Japan
relationship to a unique level and has made a defining and singular contribution to the
new pattern of relationship.



Amb. Yasukuni Enoki
Japanese Ambassador to India

| arrived in India in December 2003 and there is something very unique in the remarkable
development of bilateral relations since then. This was boosted initially by politics, and
then followed by economics, and currently our challenge is how to promote people to
people exchange. Speaking of politics, in the year 2003 only seven ministers or former
ministers from Japan visited India and none from India visited Japan. But in the year
2006, 18 ministers from Japan visited India and 14 ministers from India visited Japan.
Out of these 14, 11 were Cabinet ministers. That means one-third of the Indian Cabinet
visited Japan in 2006. From 1952-2000, only five Japanese Prime Ministers visited India,
roughly one every ten years. From the Indian side, seven Prime Ministers visited Japan,
which is more or less the same frequency. There was a vacuum for 23 years from 1961 to
1984 when no Japanese Prime Minister visited India. That demonstrated the position of

I ndia in Japan®s Asian diplomacy. But there
2005, Prime Minister Koizumi visited India and last year Dr. Manmohan Singh came to
Japan. Now it i s tuld.rLastnDeceniider wei hadta eery impdotant” s

agreement to hold summi:t meetings alternate
only with India that Japan has committed in such a way. | understand that India has such
a practice only with Russia and Japan.

About economics, trade volume has just doubled in the last three years from 4.6 billion
USD to 8.6 billion USD. Investment has increased four times from 130 million USD to
520 million USD. The number of Japanese business facilities in India has just doubled.
Our challenge now is people to people contact. What is the level of two-way tourism?
From Japan to India in 2005, it was only one lakh. You have to compare this with the 17
million Japanese who go abroad every year. From India to Japan it is only half a lakh out
of a population of 1.1 billion. It is very low profile and without having a foundation of
strong people to people exchange, any bilateral relationship is very fragile. The initial
priority at present is how to promote people to people contact? That is why last year the
two tourism ministers agreed to set the target of 3 lakh for two-way tourism by 2010 and
5 lakh by 2015. Before my arrival in Delhi, we had only two Japanese direct non-stop
flights a week linking Japan and India though India had 150 with Singapore and 100 with
Britain. In addition, there were two flights by Indian carriers. But from October Japan
Airlines has decided to have a daily flight and another big Japanese carrier, All Nippon
Airways, has decided to start six flights a week. So we have good prospects for furthering
people to people contact. You have very good academic exchanges with American and
European institutes but with Japan, academic exchange is very low profile. During the
visit of Prime Minister Abe we have a very exciting programme in the first ever Vice
Chancellor®s meeting between Japan and | ndi
representative universities from Japan will accompany the Prime Minister to Delhi and



meet their counterpart Vice-Chancellors in India including those from 1T, 1IM, 1ISC,
JNU, Delhi University, Hyderabad University etc. So | hope that academic exchange will
be very much promoted after this Vice Chance

Having said so, what is the reason over the last three or four years, all of a sudden our

bilateral relations have gained whole latitude for development. | think that there are three

or four reasons. First of course is the scenario of India becoming an economic

superpower coming into reality and the BRICs report has contributed to this. This is the
perception of the Japanese side but there i s
in the early 1980s and comparing it with the present, there is a very distinct change in

mindset on the Indian side. Before 1991 FDI was regarded as something evil and as

another way of colonization. Indian people were very suspicious of any FDI and under

such an atmosphere it was very difficult for foreign companies to invest. But after the

liberalization of economic policy in 1991, FDI iI's very much wel come
Chief Ministers coming to Japan as the head of large business delegations to promote
investment to the respective states. We received such visits from Haryana, Gujarat, and

other states. The old perception or image is luckily changing in the presence of reality.

This is the No.1 reason.

The second reason is the change of |l ndi a*
expression, it is shifting from labour union leader to entry into the world executive board.
Non-alignment in the sense of representing the voice of laborers but without participating

i n the decision making process of world mar
Cold War. But after the end of the Cold War, my observation is that non-alignment has

lost its significance of old. India is also now changing its mind and decided that it is

better to join directly into the decision making process. Japan already has entered into the

board of directors of world management. Now India is coming into the same board. That

is the reason why India and Japan constituted the G4 for UNSC reform. Both India and

Japan are claiming new permanent membership of the Security Council. The G8 has

some psychological reservation with the terminology of G8 plus 5 but it is unthinkable

next year for the Japanese side to host G8
to address climate change, global economic developments etc. without India. | have no

doubt that India and China should be permanent members of G8 plus outreach

consultations. So this is another common ground for both India and Japan to work

together for world management. By the way last December for the first time we adopted

terminology of Japan-India Strategic and Global Partnership. | think the Indian side is not

so careful about the use of strategic. When its counterpart proposes, the Indian side

always accepts. But Japanese usage of strategic partnership is very restricted. Perhaps we

can use such a word only with the United States, Australia, somewhat with ASEAN

countries and India. The definition of strategic partnership means sharing common basic
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values such as democracy, human rights, market mechanism, freedom and also sharing
responsibility of world management. For many decades, India was positionedinJ apan ® s
Asian diplomacy as a local power having a problem with its neighbouring country
Pakistan resulting in hyphenation. But in the year 2005 when Prime Minister Koizumi

visited, his clear message was that India should be considered one of the three major

powers of Asia, along with Japan and China, and very balanced relations among the three

is the key for the stability and prosperity of entire Asia. That is the message we brought

from our side to India. So this is the second reason. India is now legitimately considered

as a major power in the board of directors of world management.

The third reason is that East Asia is now entering into the era of very rapid, growing
regional cooperation. This was unthinkable even ten years ago and when we discuss East
Asian regional cooperation, India is an indispensable player and between Japan and India
we have so much common ground to work together. This was demonstrated in a very
symbolic way before the launching of the East Asia Summit (EAS). There were two
schools of thought on the composition of the EAS. One was the ASEAN plus 3, only
Japan, China, Korea, excluding Australia, New Zealand, India. But another school of
thought, of which particularly Japan was a very strong promoter, said that we should look
at the reality of economic interdependence. India is no doubt a very important partner and
should be a member of East Asia. So this EAS should include 16 countries, ASEAN plus
3 plus 3. Now we are entering into the EPA (Economic Partnership Agreement)
negotiations. This EPA is very important. Of course we know the toughness of Indian
negotiators, so we are not so optimistic to reach the agreement with India very easily but

by the end of next year we hope to compl e

combinedconsti t ut es 60% of Asia“s tot al GDP. At
and India“"s is a |Ilittle |l ess than 10 %, SO

course of ti me, Japan®"s share wild/@ decrease

total of the two countries will remain more or less within the range of 50 to 60%. This
EPA is very important because it will be the largest EPA in Asia. If Japan has an EPA
with China, that may be the largest one but it is not easy for political reasons to expedite
such an agreement. So India-Japan EPA should come first.

The fourth reason is that 60 years after World War |1, Japan has come to recognize the
existence of good friends on this subcontinent. The Asian population is 3 billion.
Roughly speaking half of this 3 billion was more or less victimized by Japanese military
during World War 1. But among the other half, mostly in the Indian subcontinent, I wish
to believe there is no negative history of
vis-a-vis Japan or high expectations is not truly understood by the Japanese side. Over 60
years, we have apologized, and we will continue to apologize. Once | counted how many
times the Japanese Prime Minister or Foreign Minister had apologized in public



statements. It came to more than 80 but still we are told that it is not enough and that it is
very vague and ambiguous and we have to repeat it again. | understand the feeling and
we are determined to continue to apologise but with India we have to just talk about
Subhash Chandra Bose®"s story or Judge
Japanese artistes and without any psychological reservation we are able to exchange very
frank views for the architecture of 21* century Asia. India is, if | may say so, very pro-
Japan; at least there are very warm feelings. In Glimpses of World Historyawaharlal
Nehru has referred in one chapter how the victory of Japan over Russia gave
encouragement to freedom fighters of other Asian countries, which were suffering
colonization. Having very careful contact and maintaining good relations with our
immediate neighbours and overcoming the negative legacy of history is undeniably
important but at the same time it is equally important to promote friendship with friendly
countries.

How do we proceed from now on? There is no worry about politics and economics,
which are already on the right track, and we just have to accelerate current relations. Of
course perhaps we have to widen the basis of regular ministerial level meetings, for

example there is no such regular me et

Japanese counterpart, or tourism etc, but basically it is on the right track. With regard to
the economy, Japanese decision making is usually very slow but once they decide, they
will come in a massive way. | am really busy in receiving so many business delegations.
In Haryana, now there is no land for Japanese manufacturers because all of a sudden they
are coming rushing to Haryana simultaneously and hunting for land. So now they are
going to Rajasthan or Mumbai-Delhi-industrial corridor. In some areas we have to make a
very strong additional push, like scientific cooperation, academic exchanges, for which as
| said now we have good encouragement, tourism promotion, Japanese language etc.

There are two very important subjects that require very careful engineering to boost our
bilateral relations. One is defence. So far we do not have any comprehensive framework
of defence cooperation. This is mainly because of Japanese psychological reservations
and because we have a peace constitution. Now for the first time last April, Japan decided
to join trilateral naval exercises in the high sea near Japan with the US and India. In
September we have the Malabar naval exercises involving the same three countries as
well as Australia and Singapore. Thus we are very slow and cautious in our defence
cooperation with India. The Indian Ocean brings trade and energy to Japan, China,
Korea, ASEAN countries, India also, and they all have a legitimate interest in the security
of the I ndian Ocean. We can"t depl oy
the Indian Navy in case there is a need of help and in due course of time we may consider
to conclude some comprehensive framework of defence cooperation.
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The second and last subject is nuclear matters. This is a topic of national sentiment for
Japanese. But now that India and the US have frozen the text of their nuclear agreement,
and the negotiations for an IAEA safeguards agreement are underway, both India and the
US expect that the agreement will be approved by consensus by the NSG sometime this
autumn. Although this topic is at present under careful consideration by my Government.
Until now India has always been an “outlaw of the NPT regime” whose objective or
function was to discriminate from access to nuclear fuel and technology. But now the
importance of this agreement is to accommodate India into the mainstream of nuclear
non-proliferation. I ndi a"sasceasbuti sapapreer gt ipr
contribution to global non-proliferation, NSG acceptance will be a sign that it is more
useful for the international community to accommodate India inside of the non-
proliferation regime rather than keeping it outside as an “outlaw.” Once there is a
consensus over this new regime, it may possibly open so many new ways even for Japan-
India cooperation, including the possibility of Japan-India civil atomic energy cooperation.



INDIA AND THE UK: OPPORTUNITIES FOR ECONOMIC
AND BUSINESS PARTNERSHIP

Introduction
Lt. Gen. V. R. (Retd.) Raghavan

Apart from the roundtable discussions, seminars, workshops and outreach programmes,
the Centre for Security Analysis also organises a series of lectures with the various heads
of foreign missions in India which allow us to understand the perspective from different
countries. The purpose of the CSA is essentially to widen the understanding of security as
an issue that goes beyond the purely military into other dimensions such as economics,
societal, political and environmental issues. This larger matrix of security is primarily
driven by the economic dimension. Therefore, the economic imperatives of security
which are underpinned heavily by business and trade relations between countries are a
major area of interest for the Centre for Security Analysis.

Today we all agree that geo-politics is giving way to geo-economics in some ways. The
Goldman Sachs report on BRICs economies has talked about what the global architecture
would be like of major powers in the next 50 years. There is also a report by the Boston
Consulting Group which examines 100 companies from rapidly developing countries
which will make a global impact. Of these they list 44 that are Chinese and 21 that are
Indian. This explains the global scenario that is going to emerge in time. In geo-political
terms, all indications show that in the two decades to come, states are going to face
greater pressure. They will be under increasing pressure from human rights issues, from
weapons of mass destruction and from terrorism but fundamentally from the shifting of
sovereignty from the states to international organisations, regional organisations, multi-
nationals and even to non-state players in some ways. In that scenario, two countries are
being listed as the new and rising powers-China and India. The great asset of India is that
it is being recognised as a stabilising element unlike China about which uncertainties do
exist in the minds of major policy planners. It is quite clear that India is not going to be a
source of conflict in the decades to come. As a well known analyst has quoted, India has
resolved its political destiny by choosing to work as a democracy and as a liberal
economy. In that context some have said that India in addition to being a rising power
would be a bridging power which bridges the developed and the developing parts of the
world.

The UK?" s nphis sontextj iongaing toibe interesting. Its huge expectations and
aspirations from its transatlantic relationship with the United States on the one hand and
its equations with the European Union on the other are yet to be resolved. They will
continue to create an impact on European Union foreign and trade policies which are



going to be a lesson in statecraft of which Britain is truly the mother of all policy making
institutions. That divided focus of the United Kingdom is going to be a hallmark of its

policies for sometime. | would like to quote from the Grant Thornton International
Business Report which says that®* UK f i r ms are | ess focused on
growing economic powers like India and China than their European and American
counterparts. Mr . nMitka s C admsodutdyxdtal, tirsely land

topical. Let me conclude by noting that the two Prime Ministers of India and the UK have

put together a forum called the India-UK Roundtable which meets every year in India and

London. It met a few months back in London and we prepared a paper for the Indian

Foreign Office to present at that forum. The priorities in that report, in the order of
precedence, are foreign and defence policies, home affairs issues which really means

terrorism, economic and trade issues, science and technology, sustainable development,

expansion of educational and cultural links which is an equally: important issue, the

number of Indian students going to the UK is coming down, which Is creating anxieties

both for us and the UK, and finally the UK * s p o | | far ingasce, thet potdeinsf

faced by the Indian medical practitioners which has left many of theminano-man“ s. | and
All these are realities which we must also bear in mind.

| have great pleasure, therefore, in welcoming Mr. Mike Connor and also Mr. R.
Seshasayee. dvresenceJoday &dds specialeamteént to this presentation.
He is the Managing Director for the last nine years of Ashok Leyland, one of the premier
automobile companies. Mr. Seshasayee has played a significant role in terms of
influencing policy by being on the National Council of the Confederation of Indian
Industry for almost two decades. He has been the Chairman of various councils of CllI
including on eighth plan, economic affairs, defence, surface transport and international
trade and WTO issues. He was a member of the Government of India delegations to Doha
and Hong Kong ministerial rounds of WTO in 2001 and 2005. He is also the past
Chairman of CII Southern Region and the immediate past President of the CII. He is also
the Chairman of the Board of Governors of the National Institute of Technology and
served as the Director of ICICI Bank, EID Parry and Sundaram Asset Management
Company Ltd.



Chairpersonds Remarks
Mr. R. Seshasayee
Managing Director, Ashok Leyland

Mr. Mike Connor is an old South India hand and he has a particular soft side for this part

of the country. He has done tremendous work in building the Indo-British Partnership. It

used to be called the Indo-British Partnership Initiative and later t he , | mwast i at i ve"
dropped. Mr. Connor played a phenomenal role in strengthening this initiative. Mr.

Connor was instrumental in the conceptualisation, design and setting up of the Joint

Economic Trade Committee (JETCO) and established it in Delhi in January 2005. He has

travelled widely, has a tremendous canvas of interest and is a great friend of India.

In a subject of this nature, talking about trade and investment opportunities, it is
sometimes legitimate to ask , D we need to have seminars or workshops to talk about
opportunities for trade in a free world? At the firm level, firms choose to buy or sell
based on the competitive position and if British goods are competitive, Indian buyers will
buy these and vice versa. So what influence will this gathering today have on the course
for trade and investment? While we take a lot of things for granted, there are certain key
framework issues which continue to require debate, focused attention and when they
mature to the level of being taken up at the policy level they could have decisive
influence on the course of trade. At the policy level, or the framework level, particularly
in the context of the need to look at bilateral relationships more closely than multilateral
relationships and in the context of the current WTO process, we need to push the trade
agenda around by switching links to get into bilateral relationships. The need to
strengthen relationships between certain key countries and trade partners has utmost
relevance today and we need therefore to have framework arrangements to accelerate
trade investment s. I n this context, today" s
between the two countries is relevant.



Mr. Mike Connor
British Deputy High Commissioner to Southern India

| have been associated with India for many years. | was for five years the head of the
department in London dealing with trade and investment in South Asia. As a result, | was
able to visit India and other countries in the region three or four times a year. Since 2005,
| have had the privilege of being the British Deputy High Commissioner to South India
living here in Chennai.

It is very easy to be overawed by India’s sheer size and diversity - a continent more than a
country. In the last decade, India has transformed the way it sees the world and the way
the world sees it. It has become much more outward looking and has strengthened its
partnership with its friends across the globe. The relationship with the UK is no different.
This modern bilateral relationship has got more scale, breath and complexity than our
relationship with any other country. The sheer scale, breadth and complexity of our
relationship make it unique. The new British Foreign Minister, David Miliband, when he
was first Minister for Schools and later as Minister for the Environment made it a point to
visit India. He visited because he believed that British politicians of his generation who
did not understand how the world looked through Indian eyes were not going to
understand the world very well. This is one of the key elements in the immediate future
that will help develop our relationship even further.

We are ideal partners in more ways than one. Indians are among the most visible,
successful communities in the UK. The British-Indian community represents only 2% of
our population but it contributes some 4% to our GDP and their companies are investing
in India from the UK. For instance, in October this year Lord Swaraj Paul will be in
Chennai for the opening of his Caparo facility. A massive 600 crores are being invested
as a part of this in the first two phases. Lord Karan Bilimoria, who is the British Chair of
the Indo-British Partnership Network, is investing heavily throughout India. There are
many such examples of UK investment across India. But our relationship goes deeper
than this and we have a great deal in common - democracy and freedom of expression,
language, business culture, legal, banking, financial structures, passion for curries and the
madness about cricket. We share a proud, vibrant and secular democratic tradition and
our partnership is very strong and expanding on several fronts such as political, counter-
terrorism, education and training, climate change, development, economic and trade.
However, we cannot afford to be complacent about our relationship as there is much
more that we can do together. India's population is very young; 50% (or 550 million) are
under 25 years of age! They are ambitious and keen to see India take its leading role in

the worl d. T he UKThs miea anhitiomepd oppsertunityiisla wia-n t .

win for both countries.



Economic and Business Partnership

The challenges before India have been debated at length and for the most part, very
constructively and typically comparing India with China, considering India's unused
foreign exchange reserves, its infrastructure bottlenecks, dependence on oil imports, and
WTO commitments. They also discuss relatively slow agricultural growth, a growing
tendency to rely on the services sector, growing rural-urban migration, increasing income
disparities between performing and non-performing states and barriers to FDI. As these
are well debated I will not go into the details but would recommend Edward Luce's book
"In Spite of the Gods™ which is an interesting British perspective on this debate and the
analysis is revealing and articulate.

The real challenge, according to me, is in discovering where the opportunities are, for
India and as well as its partners and in converting these into drivers of equitable and
sustainable growth. I will focus on a key element of this partnership and draw attention to
what | believe are some opportunities for our economic partnership.

Trade and Investment

How strong really is our trade and investment partnership? In October 2000, | was asked
by a then Indian minister why more British companies were not investing in India. The
answer then was simple: British companies were amongst the most active overseas
investors in the world. But it was easier and more profitable for them to invest elsewhere
than it was in India. In short, the risk return ratio was out of kilter. Despite this, the UK
has remained the third largest investor in India over the last fifteen years and if we take
away Mauritius through which a lot of countries channel their investments, the UK is the
second largest investor in India. An increasing number of British investors are coming to
South I ndia. I have already mentione
shipbuilding company, has transformed into a high-tech company and is manufacturing
components for Nokia here in Chennai. Hampson in Bangalore are manufacturing high-
end components for the automotive and aerospace industries and there are others who
have very serious plans to invest in Southern India. Therefore today the risk return ratio
is much more in the balance and my advice to UK companies is that you cannot not be in
India if you are serious about international trade and business.

But there are still problems for UK companies. The UK economy is now primarily a
service sector and this is reflected in the existing British investments in Southern India.
Scope International is the main BPO operation for Standard Chartered Bank and it
employs 5000 to 6000 people. There are many such examples of a strong British service
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sector presence in India. This is an area where the JETCO comes in because it is in these
very sectors that there are blocks in India on investing.

Financial Services

The City of London is one of the most successful financial centres in the world and the
city recognises the importance of India to its future. To mark this fact, a few weeks ago,
the Lord Mayor of the City of London formally opened a new City of London Office in
Mumbai. The new City Office in India aims to help UK-based financial services
companies to establish themselves in India and make the most of the many opportunities
that the market has to offer. It will also encourage Indian firms to establish or expand
their operations in the City of London.

In February 2007 the City of London Advisory Council for India established three
priorities for this work:

91 The development of the Public Private Partnership (PPP) model for infrastructure
development.

1 Improving access to capital

91 The development of the corporate debt/bond market - on which the City of London is
undertaking research for publication later this year.

This is a real opportunity to take partnership to the next level, but there is still a limitation
on the access that major British financial organisations have to the Indian market:

T In the insurance sector, LIloyd*"s of London
insurance markets in the world, but is currently prevented from operating in India.

9 Foreign joint venture partners are limited to 26% in their shareholding. Ironically this
industry needs more capital in order to diversify its services and it is the foreign
shareholders that can bring that capital. India has undertaken to raise the FDI limit in
insurance from 26% to 49%. Could it happen in the next session of Parliament?

1 Inbanking, there are still several regulatory barriers, although some banking reforms
have been adopted. Higher ceilings on foreign shareholding in banks would
encourage transfer o f expertise, strengtt
consumers with wider access to financial services etc.

9 British law firms are prevented from practising in India.



Legal Services

Af ew weeks ago, t he UK ®ewlaningtotheMar Assosiatioasr was i n
and Bar Councils here that British lawyers had no intention of practicing at the Indian

Bar, but would like to be able to open commercial law firms to operate corporate law

practices in India and in the UK. This is a real issue for India to address. The negative

impact of this is quite profound because major international corporations want to use

their corporate lawyers to advice on investment. If British and indeed international law

firms are allowed to practice in India, they will bring with them expertise, business and

major employment opportunities. They do not want to deprive Indian lawyers of work.

UK firms, probably more than firms from any other country, have a strong tradition of

employing Indian people to run their companies here in India right to the highest

management levels for instance, Scope International, Standard Chartered Bank's BPO

operation, HSBC in Hyderabad and Logica in Bangalore are all British investments with

an Indian employment. Of course, foreign lawyers must be properly regulated and

consumers protected, but we must be carefulnott o pr ot ect today®"s jobs
tomorrow"s.

Retail sector

Napoleon accused England of being a nation of shopkeepers. Maybe we are and today |
am proud to say that many of our retailers are of Indian origin. We certainly have serious
expertise in the retail sector. | would urge India to move further towards the removal of
FDI caps on retail, as this would bring great benefit to Indian consumers, farmers,
logistics companies, indeed the whole supply chain from farm gate to dinner plate. Food
retailers in the UK have indicated the extent to which they are willing to invest in
logistics and agriculture in India if they are permitted to establish a business of sufficient
scale. | have seen for myself in Central Europe, after the fall of communism, where
foreign retailers were allowed to invest and the people who benefited most were the
farmers, because their products reached the consumers in the way that the consumers
wanted them, so there are tremendous benefits that this can bring to an economy.

Public Private Partnership

We constantly hear about and experience andt he consequence of I ndia
problems and the need for investment. A possible solution, which has worked in the UK,
is Public Private Partnership or PPP. The Indian government has identified this as a
critical component of economic growth in India. In the UK we have over 800 PPP
projects providing high-quality services involving some £60 billion private investment.
The projects include transport, education, health, justice, defence, water and municipal



services. This may not necessarily work for India but India can draw on the expertise and
experience from the UK.

The UK model often means that the private sector designs, builds, finances, operates and
maintains facilities that are used by the public sector. The way to think about UK style
PPP is that you get the high-quality building or service now and that it is paid for by the
people who use it, when they use it, over the life of the project. I commend the work of
both IFSL (International Financial Services, London) and Partnerships UK in the City of
London who can offer PPP training for government officials and the private sector.

Indian Investment in the UK

India is now one of the largest investors in the UK. Over 50% of all Indian investment
into the EU is into the UK. These investors range from the major Indian companies like
Tata Steel, TCS, Infosys, Wipro, Satyam etc. There are also many more mid-cap
companies that have realised that they can grow rapidly by using the UK as a platform for
their international expansion plans. One of the key roles of the British Deputy High
Commission in Chennai is to help Indian companies invest in the UK. India will bring
with it the modern management techniques that have made companies like Ashok
Leyland and Tata Steel the success that they are today. The UK learns and benefits from
it.

One of my key messages is that the British economy is one of the most open and liberal
in the world, and therefore one of the most successful. For its part the Indian economy
has benefited enormously from the liberalisation process that was initiated by Dr
Manmohan Singh in the early 1990s. The British Deputy High Commissioner"s role in
Chennai is to encourage even more Indian firms to invest in the UK and provide the help
and advice for such investments.

Creativity and Innovation in UK

The UK is trying to educate the world about modern Britain. The UK has one of the most
creative and innovative business environments in the world and

1 A firm in the UK called Bodymetrics has pioneered a software/hardware solution that
allows shoppers to try on sizes and eventually purchase perfect-fitting clothes online.

1 The R&D specialists in Queen Mary's College have developed a nanotech face-mask
that blocks or Kills viruses on contact.

91 The Imperial College is trying to generate power from the circulation of blood
glucose within the body.



There was recently an analysis about the top 25 innovations in the world in the last
century. Of the top 25 innovations over the last 25 years, key parts of the first four come
from the UK:

91 The internet (Berners-Lee created HTML and its rules of usage);

91 The cell phone with GSM services, General Packet Radio Service (GPRS) and dual-
mode 3G started in the UK;

9 The first programmable computer was invented about 50 years ago in the UK;
9 Fibre optics.
1 A more recent example includes the I-POD.

Hal f of Eur op e " -scienge wdmpanmies dreybased inghe €Kl Britain'o
research culture is perhaps the most productive in the world — one spin-off business for
every $27 million of research funding, compared to one for $80 million in America.
Indeed the UK is disproportionately successful in science and technology. The UK has
one of the most creative and productive scientific and research communities in the world.
With just 1 per cent of the world"s
internationally recognised scientific prizes every year. Knowledge transfer activity from
universities has increased substantially, with spin-out formation, licensing income, and
patent applications increasing four-fold since 1998. The quality of our skills base is cited
by most R&D intensive companies as the major factor in deciding to put new R&D
investment in the UK. It is therefore critical that we continue to develop wide and long-
standing partnerships with India’s research and development community that yield truly
cutting-edge technologies. Over the last fifteen years Indo-UK technical collaborations
have accounted for 11% of all Indian collaborations with overseas firms.

Education is one of the greatest export earners in the UK. It has doubled in the past five
years, surpassing insurance, oil and aviation, and by 2020 could contribute to over £50
billion a year to the British economy. An increasing number of Indian students are going
to the UK. 40 percent of the Indian students going to the UK come from southern India.
We have a fund called the UK-India Education and Research Initiative (UKIERI) and
£25 million have been dedicated to this fund for the strengthening of research links. In
2006, UKIERI reached out to a large academic community in both India and UK and
awarded 26 research fellowships, 86 travel grants, 24 standard and 6 major research
awards, 10 PhD scholarships, 11 schools cluster partnerships, 3 professional and
technical skills development partnerships and 6 collaborative programs delivery. South
India accounts for the largest proportion of the awards under UKIERI.

popul a



Conclusion

We must not forget some of the areas where our two countries are working together
substantially like climate change, the environment, terrorism, education and training. The
world is changing too fast and too often for us to afford any complacency about our
relationship. We need to train ourselves to look beyond our comfort zones, look at newer
areas of partnership and newer levels of collaboration. This was the rationale behind the
JETCO: "It's great that a lot is happening, but how and where can we do more?" The
JETCO was formed on the terms of reference that it was for the British private sector and
not for the British bureaucrats to set the agenda. This is why the JETCO has been
successful in certain key areas.

Earlier this year, Gordon Brown, who was the then Chancellor of the Exchequer, told a
large gathering in Bangalore, "Globalisation requires at its heart, what democracy
provides best - openness to the flow of ideas, people, capital and goods, the potential of
every individual unleashed, and public institutions capable of holding decision makers to
account.” We are benefiting from the policy of becoming more entrepreneurial and
understand what the private sector wants.

| am hugely optimistic about the future of the relationship between India and the UK:

9 Our bilateral trade is worth over £8 billion and rising

T In1991 UK investment in India was Rs. 479 million. Last year it was Rs. 78 billion.
This year alone we need to take account of Vodafone“s massive investment here.

1 24,000 Indian students now study in the UK

1 In 2006 some 800,000 British people visited India and about 400,000 Indian people
visited the UK

1 In 2004 there were only 19 direct flights a week between the UK and India and now
there are over 100

Gates are being opened but there are still certain questions: How can we strengthen and
broaden our existing partnerships? Where do you feel the gaps lie? How can we try and

bridge these gaps? How can we translate some of the challenges and problems into
opportunities?

UK Trade & I nvestment (UKTI ), tthelpsBitishiti sh Go
companies to do business overseas and overseas companies to invest in the UK,
recognises the importance of India to the UK. The number of staff working for UKTI in
India is being increased. Our new Trade and Investment minister, Sir Digby Jones is a



real friend of India and | know that his actions will have a more powerful impact than my
words in improving even more our bilateral trade and investment relationship.



DISCUSSIONS
Mr. R. Seshasayee

Therewer e four interesting underpinnings 1n to
how today®"s trade functions with tariff Dbarrt
flows between nations it is very difficult to determine what is British, what is American

and what is Indian. There is an identity crisis. In the case of Tata Corus, | am not sure

whether Corus has become Indian or Tata Steel has become British, because Tata Steel

certainly holds the ownership control of Corus but in return the capital that has financed

this deal is pretty much from outside India. So it is very difficult to determine

nationalities of businesses now as they become so diffused. We need to look at where the

job gets created, where value addition takes place and where wealth finally rests. | think

the conventional template that we are using in terms of identifying the origins of the

goods and services is no longer valid in terms of fashioning a policy towards trade and

investment.

The second interesting thought is about the residual barriers that we still have in India
relating to financial and professional services. It is very legitimate for the British
financial industry and the professional services industry to complain about it. The issue is
not putting barriers against Britain but the presence of barriers in India against everybody
else. This is a complex issue not merely because there are political positions with regard
to the wisdom of opening up services but there are also a number of nuances with regard
to reciprocity in these areas. We need to address this policy framework in order to be
convinced that we are not giving away opportunities for growth by our fears in terms of
what would happen to the financial and professional services in India. We need to pay a
lot more attention to the net effect of dismantling these barriers in the context of the
Indian economy.

The third interesting thought was with regard to the issue of knowledge partnership.
Certainly people of my generation will endorse that Britain was the first choice for
education. | think the figure of 24,000 students in the UK is a grossly under-represented
situation compared to the potential for knowledge partnership. There is so much more
that can be done by leveraging the resources in Indian universities and strengthening our
natural partnership. The last point is that it is important that we create an environment in
which we get to know each other better. You talked about the fact that Britain has not
done a particularly good job of marketing the new UK. | equally feel that India has not
done a good job of marketing the new India to UK. We are not strangers and Britain has
known India for centuries. What | believe is that the UK industry still has the images of
India that it was familiar with forty years ago. This needs to change, it is easy to build the



new image of India in Brazil but it is far more difficult to build the new image of India in
the UK. Even if we are thick friends there are changes taking place and we have to be
alive to these changes and alive to these opportunities that these changes throw up.

Mr. Somi Hazari

Would a free-trade agreement between the UK and India or the Comprehensive
Economic Partnership Act (CEPA) be able to facilitate and achieve increased trade
between our two countries?

Mr. Mike Connor

There is no prospect of a free-trade agreement between the UK and India because we
have to do our negotiations through the European Union. So what is happening already
because of the concerns about the slow pace of Doha, some might say the failure of
Doha, is that talks about talks for an EU-India Trade Treaty are taking place. As to
whether or not this treaty will overcome the barriers you mentioned depends on what is
negotiated. In some of the treaties that are taking place, Singapore-India for instance,
barriers are being removed. The last thing that we want our calls for liberalization to do is
destabilise the Indian economy. So it has to be a managed process. At the moment it
seems to be driven by political issues outside the economic sphere that are making these
decisions, rather than economic drivers.

Mr. B. S. Raghavan

We will have to take care to see that the investments flowing into India from different
countries including the UK do not create regional imbalances and several kinds of
divides. For instance, the investments flow to only known devils, we have to ensure that
the other India is not neglected. I can give three areas as an example — the first is agro-
processing. | was a member of the International Commission on Peace and Development
where we produced a report called Uncommon Opportunitieshat was presented to
Boutros Ghali. We have pointed out that focusing on agro-processing and corporatizing
agriculture alone can produce 100 million jobs and will bring an export revenue equal to
the present export revenue. The second area is horticulture. North-eastern India can be a
bastion of development and a bulwark of our economy, but it is totally neglected.
Concentrating on horticulture and hydro-electrical power in the north-eastern region can
help the growth of our economy by leaps and bounds. The third area is hospitality and
tourism. | think the CII is not doing enough to think outside the box and only known
devils are capturing these investments. We must think of new ways of channelling these



investments so that there are no regional imbalances, economic disparities and divides are
created.

Mr. Mike Connor

Foreign companies invest in Tamil Nadu more than in other states because it is relatively
easier for them to invest in Tamil Nadu. This is my risk-return ratio argument. We have
to be careful about engineering these issues. | absolutely agree with you on the agri-
business, horticulture and tourism. Why is it that the flower markets in Amsterdam and
London are supplied primarily from East Africa and not India? It is because markets have
enabled it to happen. With regard to tourism, the number of tourists coming to India is
increasing dramatically. There is a huge opportunity and British companies will be
queuing up to provide the facilities for that missing gap of three and four star hotels that
young British people and other Europeans and Australians want to use. All of this brings
us to market forces.

Mr. R. Seshasayee

While huge opportunities exist in all the areas that you have mentioned, we need to first
get the Indian capital itself to move into these opportunities. There are issues relating to
the creation of market forces. This can be addressed not merely by persuasion but also
by political will. Once this takes place the resulting capital flow or the entrepreneurs that
will come in do not need to be persuaded. Once you create enough market potential,
capital flows will follow. I do not think Indian capital or the overseas capital needs
persuasion to look at opportunities in general. As you said it is not only the known devil
but also the unknown devil in the detail, in terms of several missing linkages that we have
in infrastructure and issues relating to our legislative framework including dismantling
the agricultural inter-mediation process which is today a major bottle-neck in creating a
market for agricultural produce. This has been on the agenda of the CII for many years
now, but still we do not have more than four states which have managed to pass
legislation to dismantle this bottleneck. Therefore, we are creating several barriers in the
belief that we are protecting vulnerable sections of our society but in the process we have
also driven away market forces.

Prof. Gopalji Malviya

India and the UK have several common concerns including the internal security
dimension and fighting terrorism. Should there not be more intense cooperation between
the two countries on these issues including science and technology and education? The
two countries should also think of vigorously increasing military cooperation and
cooperation on issues of internal security.



Mr. Mike Connor

By the nature of the question we do not shout about the nature of the cooperation because
that would defeat the object in many respects. But, | can assure you that cooperation is
deepening and widening across the complete spectrum. Exchange of information on
terrorist security issues is taking place. It is not unique to the India-UK relationship but is
global.

Cmde. Shekhar

Do you think the time is right for a British-Indian training and education initiative? Just

as we have the Indo-British Partnership, we could focus on a training and education
initiative considering the need for knowledge exchange and knowledge management,
opportunities available on both sides, shortage of avenues for higher education in India

for the masses who want it and the availability of British educational institutions. | s n * t
there a need to focus on this in a structured manner?

Mr. Mike Connor

These discussions are taking place but there are certain issues like the dual recognition of
qualifications that need to be addressed. There are also some barriers to foreign
educational institutions being allowed to establish themselves in India. We have talked
about 24,000 Indian students in the UK but there are less than a thousand British students
in India and we have to address this huge difference. One way is to have joint degree
COurses.

Mr. R. Seshasayee

There are three levels of problems with regard to knowledge and skills. One is at the
primary level. We have less than 10 percent people who eventually make it to higher
education. We cannot afford to build a vibrant economy and a vibrant nation if we do not
improve this percentage. The second level relate to skills. The CIl did a study of Tamil
Nadu state and we identified that in the next five years there is going to be a gap of more
than half a million jobs in specified areas of skills. Cll started an initiative with City and
Guilds to get skills imparted for specified areas. There are more than 3000 odd skills that
are being recognised today as being necessary to build a modern economy. We teach less
than 90 skills. Therefore, we have ceased to be contemporary in terms of skill
development and brought in this effort to get private institutions to adopt these skills in
order to measure up to the standards of City and Guilds. This has not taken off
sufficiently, because we are involved in efforts to construct a structure within which
| T ] whish are very severely regimented and controlled by the state governments, can
cooperate. The third level is the higher education. There is a draft legislation pending for



quite sometime now for permitting foreign universities to set up colleges in India. There
is no political consensus on this issue. There is also a fourth level which relates to
collaborative research. Cll has recently formed an innovation grid which has Cambridge
and Imperial College as its members. Cll is a conduit to channelize some of this research
into Indian industry and Indian academic institutions. This cooperation is likely to be
strengthened further. This is an important way of strengthening Indo-British partnership
because there is a lot to be gained on both sides in terms of adding IPR content and
research content to industry competitiveness.

Mr. M. M. Rajendran

Today in our country, particularly in higher education, one of the major problems is the
lack of adequately trained faculty. Is there something that the UK can do in collaboration
with Indian institutions for faculty upgradation? Secondly has the UK looked into the
reasons for the fall in the number of students going to the UK? Today the youngsters who
are looking for bright prospects prefer to go to the United States for several reasons. Two
of the most important reasons are, they are able to get financial assistance much more
easily than in the UK and they are able to get much better exposure and training in state
of the art subjects like bio-technology and nano-technology. Is this a correct portrayal of
the situation? Is the UK taking steps to provide state of the art education to attract many
of the Indian students?

Mr. Mike Connor

We made a mistake in the early 1980s when we started charging full fees for international
students and we lost a generation of students, particularly Commonwealth students. We
are trying to recover lost ground on that. 24,000 students are low but the vast majority of
students are post-graduate. The Cambridge university cluster is at the forefront in the
world for bio-technology and nano-technology is a major area of development in the UK.
But, one the key issues is that there is nervousness about intellectual property. That is a
factor because British universities have changed. British Vice—Chancellors are no longer
sitting in an ivory tower and a number of business spin-offs just from the Cambridge
cluster alone are having a major beneficial impact on the UK economy. Some of these are
tiny companies that own a tiny element of their GNP and they are nervous about that. It is
not directed at India but it is a global issue. The opportunities are there and the UK needs
to get better at making students aware of the opportunities. But, as | said our focus is
primarily on post-graduate students from India. With regard to faculty development I will
tread cautiously. What is clear to me is that the students who go from India have some
difficulty at the beginning, transferring from a much more directive form of education in
India to what could even be described as an adversarial form of tutorial education,
particularly post-graduate or under-graduate in the UK. So, we have moved away from



teaching people what to think to teaching people how to think and have benefited from it.
It is of course for India to think on what it wants to do. | know that the British Council
will be more than interested in this and I also know that it is not for the British Council to
make a judgement of what is needed in the Indian education system.

Lt. Gen (Retd.) V. R. Raghavan

| am grateful that the central theme is really of collaboration and cooperation. Mr. Connor
has eloquently spoken not only on the question of opportunities but also mutual needs
and mutual necessities which will drive the future of Indo-UK cooperation and that he
sees this as an area of great opportunities is very heartening news. Thank you for making
this an extremely stimulating discussion.



