
Preface

South Asia is one of the fastest-growing regions in the world. Despite conflict and

strife, it has managed to pull through and is well set on the path to growth and

prosperity. Most of the countries in the region undertook economic reforms, albeit

gradually, since early eighties. However, despite reforming all areas of trade,

industry, and the financial sector and creating a congenial environment for foreign

investment, the region attracts less foreign direct investment (FDI) than emerging

economies in East and Southeast Asia and Brazil.

For each South Asian country and the region as a whole, this book describes the

FDI policy, situates it against its trade and structural adjustment programme,

analyses the FDI reform process and the evolution of FDI policy, and presents the

prospects and reforms required. The book also describes the Chinese experience

with FDI and draws policy lessons for the South Asian region. It empirically

analyses the determinants and impact of FDI inflows in South Asia using both

time series and panel methodology. The book establishes the impact of FDI on

output growth, domestic investment, and exports—a point of debate among both

academics and policymakers in South Asia. The empirical exercise tries to answer

some of the debatable questions such as whether FDI promotes growth, crowds-in

domestic investment, or crowds it out, and the link between FDI and exports.

Hence, the book blends descriptive and empirical analysis and encompasses all

aspects of FDI inflows that are relevant to policy.

Given its comprehensive nature, it is hoped that this book will help

policymakers, academicians, and all interested in the region to understand the

complex nature of FDI policies in South Asia and the reasons for the relatively

low inflows.

This book would not have been possible without the kind support and help of

many individuals and organisations. First and foremost, we would like to extend

our sincere thanks to Prof. Manoj Panda, Director, Institute of Economic Growth,

New Delhi; Mr. Sunjay Joshi and Mr. Samir Saran, Director and Vice President,

respectively, Observer Research Foundation, New Delhi; and Prof. Rajat Kathuria,

ICRIER, New Delhi, for their kind cooperation and encouragement in completing

this project. We take this opportunity to show our greatest appreciation to Dr. Rajiv
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Kumar, Prof. B. Kamaiah, Dr. Shekhar Shah, Prof. Rajesh Chadha, Prof. Shashanka

Bhide, Prof. Arup Mitra, Prof. M. R. Narayana, Prof. Pushpagadhan, Dr. Jayant

Menon, Dr. Douglas Brooks for their support over the years. We are grateful to our

colleagues in respective organisations for their encouraging words. We would like

to express our sincere thanks to Dr. Ashwani at Central University of Haryana,

Mahendergarh; Mr. Prabhu Prasad Mishra at IEG; Rohit Sinha at ORF; and

Ms. Sakshi Chawla and Manish Chauhan at FICCI for their research support. We

would like to place on record our gratitude to Mr. Surit Das at IEG for patiently

going through all the chapters. We thank Sagarika Ghosh, Sahadi Sharma,

G. Shanthy, and Nupoor Singh from Springer for all the help. Last, but not the

least, we would like to express our heartfelt love and gratitude to our parents,

families, and friends for their help and best wishes for the successful completion of

this book.
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