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US Investors Now Expect Deeds from Mukherjee

FM expected to do more on the pace of reform & address fear that frequent increase in interest rates are ma king credit more difficult to obtain

FRAWKISLAM
WASHINGTON. DC
Micially, the missionof Pra-
nab Mukherjee's just-con-
cluded trip was toattend the
second annueal meeting of the In-
dia-US Financial and Economic
Partnership. The finanoe minis-
ter brought with him perhaps the
most star-studded Indinn econom-
ic team to visit Washington for a
hilateral event.

The delegation included chief-
tadns and key officials of nearyall
major economic and regulatory
institutions that overses the $1.5
trilliony Indian economy, among
them, Reserve Bank of India Gov-
ernor Duwwuri Subbarao and the
country's Chief Economic Advis-
er Kaushik Basu. Similarly the US
side, led by Treasury Secretary
Timothy Geithner, also had heavy-
welghts, including Fed Chalrman
Ben Bernanke and Securities and
Exchange Commission chairwo.
man Mary L Schapiro,

Thelr presence made the meet:
ing of the Financial and Econom:-
ic Partnership, a permanent cabi-
mit-level forum launched last year
to discuss bilateral economic and
financial regulatory policy, the
“highest level economic and fi-
nancial meeting ever” betwean 1n-
dia and the United States. as de-
scribid by a joint statement the
twosides issued.

As expected, the policymakers

from the two countries discussed

a bropd spectirum of lssues cover-
ing all aspects of their economic
relations, even though it resulted
in no major treaties. That inclod-
e thie challenges both nations ans
facing during these tough eco-
nomic times, expansion of bilat-
eral trade and investments, fi-
nancing of the much needed
infrastructure development pro-
jects in India, and cooperation in
multilateral forums such as G-20
to bring about “sustained, and
balaneed global growth.”

Mo doubt, at a time when com:
mercial ties have become an lm-
portant element of their strategic
relations, the earnestness both
sides showed in gathering such
anextraordinary collection of se-
nior pollcymakers signal how se-
rious they are in taking the thes o
the next level. It also reveals the
distanoe India and the United
States traveled in advancing thelr
commercial ties since the early
1990, when Mew Delhi began im-
plementing market reforms.

As they stated in the join com-
muniqué, in the past decade, “In-
dian exports to the United States
grew by nearly 180% and Ameri-
can exports to India increased
ower four times” and “combined
bilateral US-India foreign dires
imvestmment grew by nearly 165%
between 2005 and 2000."

But besides attending Financial
and Economic Partnership mest-
ing, Mukherjee had another im-
portant mission: reassuring US

Reading between the lines: FM at a US alrport recently

and global investors about the
health of India Inc. Complaints
about the dirsction of the economy
had been growing both within In-
dia and ouiside over the past few
months. Many were even begin.
ning to ask whether the country
can fiulfill its vast economic poten-
thal under its current leadership
For the first time in several
quarters, the growth rate had fall-
en below the psychalogically im-
portant 8% mark. Sustained in-
flation, corruption charges
against several high-ranking offi-
clals and, above all, the govern-

ment’s decision (o go slow on re-
form had made investors
nervous. The international inves-
tors' anx ety was refllected inade-
creasa in investments in the first
half of the year

The peneral mpression over-
seas is that while certain issues,
guch as corruption, were beyond
the governmont s and the finance
ministry's control, the responsib-
ility for the slow pace of reform
rested squarely with them. Even
on infiation, the Reserve Bank of
India's decision to raise the inter-
est rate has not won many friends

amang businesses, who fear that
the move might make credit morns
difficult toobtadn.

Throughout his three-day stint
in Washingion, Mukherjes used
the unique bully pulpit this city
provided to counter critics and
makes the case that recent sed-
hacks are an absrration, and that
the Indian economy s on the
right track.

At his first public appearance, a
conference jointly hosted by the
Confederation of Indian Indas-
try and the Brookings Instifu-
tion, the finance minister said In-
dia’s economic reforms are
constant and that structural re
forms have been completad. "R
forms in the muiual funds mar
kit, insurance sector, banking
sictors, pension, ete are under-
way and the pecessary legisla-
tions have been introduced in the
Parliament,” hosald,

Theminister alsosignaled tothe
Amerlcans and other interns
tional imvestors that they will get
apieceal §1 trillion pie, when In-
dia modernizes its infrastructure
inthe next fow years.

Mukherjee also launched a
media blitzkrieg, granting exclu-
sive interviews to more than half
a dozen influential news outleds
from Washington, including the
wWall Street Journal, Beuters,
Bloomberg and several Indian
mdia organizations,

In interview after interview, the
finance ministér stressed that

while he was concerned about in-
fation and & slow first quarter
growth rabe, India’s economy is
going to pick up steam the rest of
it year

Orverall, it was an effective charm
offensive by the sepiuagenarian
Mukherjee, whose recent Wash-
ington visits have all generated
headlines. {In 2008, he signed the
historic civil nuclear cooperation
agrecmienton behall of India.)

But what is going toreassure the
investors in the United States and
other countries s, more than his
words, ishis actionsback home.

Infact, his host, Geithner, did re-
mind the minister of that, polite
1y and genthe At a joint press oon-
ference on Tuesday, the Treasury
secrotary recalled that Amerkcan
companies that are trying (o en-
ter the Indian market are still fac-
ing many hurdles “in sectors
such as banking. insurance, man-
ufacturing, multi-brand retail
and infrastrocturs.”

Feforms in the banking and in-
surance sactors, [0 addition to in-
vestment in infrastrecture, will
help both India and the United
States, Gelthner sald, stating the
obvions.

(Frank Isiam s the co-mthor of the
book Rercieing the American Droam.
A Cirizens Gride. He isalwoa member
of theaduisory committat ol the U5
Export-Import Bank and the D part-
mental Commerce Induztry Trodé
Advisory Committes.}
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