India and Singapore – a special friendship

“It is not easy to do business in India if one is looking for another Singapore type environment that does not exist in India or indeed, anywhere else. Investment in India is not simple or systematic. If you are going to be bothered about cleanliness, the honking of cars or get upset over delays and people not saying what they mean or not meaning what they say – then please do not go to India. But in doing so, you have missed a golden opportunity to be involved in a new era of an awakening giant which the world accepts as a land that is going to offer many opportunities in the foreseeable future. It will not be without risks and frustrations. But the rewards will commensurate with the risks and the frustrations.” Sat Pal Khattar, Chairman of Network India gave this advice to businessmen, entrepreneurs and policy makers in Singapore in a business talk organized by the Singapore Institute of International Affairs in 2003.
 The mindset in Singapore has changed much since. Businessmen and policy makers are looking past hurdles and establishing closer ties with India and there is general enthusiasm in the island to be a partner in India’s rise to prosperity.
This paper is divided into three parts. The first part seeks to highlight the mutual benefits that the two countries stand to gain with increased cooperation in new areas and the progress that has already been made in this direction with the signing of the Comprehensive Economic Cooperation Agreement in 2005. The second section looks into Singapore’s role in bringing India closer to ASEAN and acting as India’s gateway to the region. The final part explores the possible partners and opportunities that Global India Foundation can utilize by venturing into Singapore and add to its contribution in the process of building stronger ties between India and Singapore and the South East Asian region in general. 
India Singapore relations – what makes them great partners?

India and Singapore have long historical ties since the 14th century when Singapore was a one stop point in the ancient trade routes between India and Southeast Asia. This was followed by the colonial era, in which British Singapore was governed by the East India Company out of Calcutta until 1867. Singapore flourished as an entrepot and free-port in between India and China. There was however a period of coolness in the 1980s, when India supported the Vietnamese invasion and occupation of Cambodia, and Singapore strongly opposed these activities. Bilateral ties became warmer again in the mid-1990s. In 1994, Singapore’s PM Goh Chok Tong launched the aptly named “India Fever” which marked the beginning of this ongoing era of warmer relations. India also had begun a Look East policy, and this coincided with Singapore’s desire to balance its engagement with China, by helping to bring India into Southeast Asia.

Singapore and India can make great partners as each is the answer to the other’s vital needs. Exploiting the comparative advantage of the other party forms the basis of a great collaboration opportunity between India and Singapore. 
Singapore is a largely resource dependent economy. It shifted its focus in trade from mature economies to newly liberalizing countries within Asia and started following a strategy of expansion within its own continent. The strategic repositioning was discussed at the 1993 Regionalization Forum, and encapsulated in the policy document, Singapore Unlimited (SEDB, 1993a; 1993b; 1995a; 1995b). Amongst Asian economies, India has an edge in offering benefits to Singapore in resource dependent sectors like BOP, IT etc. Its alliance with India increases Singapore’s value as a high-value investment hub with strategic linkages to a resource-abundant location. India’s modern reality as an economic giant with nuclear capabilities (in a world facing an energy crisis), a space capable friendly nation which is also an important regional power and an increasingly important player in international politics offers a unique set of benefits to Singapore as a close trading partner. Transparency and democracy (though both have their shortcomings) are also reassuring advantages that India has over China. 
India has as much if not more to gain from close relations with Singapore by importing Singapore’s competencies in management know-how, technological capabilities, corrupt-free administration, experience is public housing, urban redevelopment, mass rapid transit, airport management etc. MNCs and other corporations all over the world are apprehensive of dealing directly with third world economies because of factors like unreliable infrastructure, extensive red-tapism, corruption in the political system and overall inefficiency in the work force. The establishment of industrial parks in India as a joint venture with Singapore is simulating a ‘Singapore-styled’ business environment in these parts which overcome such hurdles and provide a business friendly environment to attract MNCs. Keeping in mind the positive reputation of Singapore in the global markets, Singapore’s involvement adds credibility to any joint venture in a third world economy like India.
At the CII Partnership Summit luncheon session in honour of Mr. Goh Chok Tong, Senior Minister and the former Prime Minister of Singapore in January 2006, Shri Kamal Nath, Minister of Commerce and Industry answered queries he had often faced about why should Singapore be India’s choice for close trade relations. The Minister said: “Besides our political ties and the presence of people of Indian origin, India sees Singapore as a model for financial discipline; as a major hub for attracting investments into India with Singapore already having emerged as the fifth largest foreign investor in India; and as providing an avenue for capitalizing on the synergies which represented the phenomenal potential for both countries to increase bilateral trade in goods and services as well as investments.”
 
A big step towards realizing the potential that India and Singapore hold for each was made with the signing of the Comprehensive Economic Cooperation Agreement in June 2005. Trade Relations between the two countries have now expanded to include a broad range of cultural, political, economic, educational, human relations development and people-to-people exchanges.

CECA is meant to be an FTA- plus arrangement. This implies that negotiations would go beyond tariff reduction on merchandise trade into other areas of trade negotiations viz. services, investments, standards, and movement of natural persons. Specifically, the JSG has recommended that the CECA should be an integrated package of agreements comprising of five major components: FTA on merchandise and services trade: bilateral investment agreement on promotion protection and co-operation in foreign investment flows among the two countries: refining existing Double Taxation Avoidance Agreement: an agreement to liberalize Air Services, including an Open Skies Agreement for Charter Flights: and finally a work program for economic cooperation in all areas of trade and investment cooperation, including cooperation in Tourism, setting up of an India–Singapore investment fund, and a setting up of a second India Centre in Singapore to harness Singapore’s strengths as a business hub for Indian companies.

The agreement is Singapore's first comprehensive bilateral economic agreement with a South Asian economy. Since the CECA was signed, trade with India has been increasing steadily, reaching a record S$19.9 billion in 2006, a 20% increase over 2005. India is currently Singapore’s 12th largest trading partner worldwide while Singapore is among India’s 7th largest trading partners.
 More importantly, India is Singapore’s fastest growing trading partner among the major economies.
 
Various parts of the CECA have been implemented or are making steady progress. In the sector of housing and infrastructure, CESMA International has brought with itself more than 40 years of Singapore's experience in public housing and is developing township in Andhra Pradesh and other cities in India. 
Other successful ventures include the Bangalore High Technology Park with Singapore investments. The International Technology Park Limited was launched in 1994 as a forerunner for a new generation of Singapore-developed industrial parks in India. It offers a state-of -the- art futuristic workplace that provides a one- stop solution to companies in the field of information technology, financial services telecommunications, electronics, biotechnology and software development. ITPL was marketed as an environment that cuts through the red tape and bottlenecks that are a part of India’s infrastructure and operating environment. Designed to accommodate resource-dependant operations’ of firms, it was envisaged that these industrial parks would enhance the competitiveness of Singapore-based companies that redistribute particular operations to reap location advantages from Indian sites. 
In the field of trade and business, CECA has helped Indian companies expand their operations both into Southeast Asia as well as globally. Singapore’s open and accommodating policies on entry of professionals have facilitated Indian companies’ establishment in the city-state. 
An outfit called “India-Singapore CEO Forum,” comprising of select chief executive officers in the corporate sector and co-chaired by steel magnate Ratan Tata, chairman of the Tata Group, from the Indian side and Koh Boon Hwee, chairman of DBS Group Holdings Ltd and DBS Bank Ltd was formed in 2007. The CII, the Singapore Business Federation, and International Enterprise (IE) Singapore constitute the joint secretariat of the CEO Forum. The CEO Forum’s mandate is to make recommendations to the two governments for enhancing bilateral ties. Singapore is home to some 2500 Indian companies with diverse business interests. 
 In order to assist Singapore companies to operate in India, a Network India was set up in October 2002.

In the Free Trade Agreement part of the CECA, all Indian-made products, with the exception of cars and tobacco products, are allowed duty-free entry into Singapore, while India in its turn, has agreed to remove or reduce the tariff on all but a fifth of its imports from Singapore by 2010 in products ranging from plastics, pharmaceuticals and instruments to electronic and electrical goods. The watertight Rules of Origin stipulation that India requires of products from Singapore ensures that no third country products enter into the Indian market.

In the banking sector, three prominent banks of Singapore, the DBS Holdings, the Overseas Chinese Banking Corporation (OCBC) and the United Overseas Bank are being given equal treatment with other Indian banks, as is the case of the Indian banks already in operation in Singapore (the State Bank of India, the Indian Overseas Bank and the Indian Bank).
 
On the education front, greater interaction between students is being facilitated by the Asian Business Fellowship for India. The Fellowship sponsors Singaporeans for market immersion programmes such as internships in Indian companies as well as full-time postgraduate and executive programmes at top Indian institutions, such as the Indian Institutes of Management (IIM).

IIM Bangalore has started to offer management education in Singapore, operating out of Bhavan’s Indian International School.
 The National University of Singapore and the Indian Institute of Technology Bombay (IITB) signed an MOU on 29 March 2005 to establish a joint graduate engineering degree programme for training human resource relevant to a number of industrial sectors in both countries. 
 Singapore is playing the role of a catalyst and facilitator in setting up an Asian consortium for the revival of Nalanda, the ancient Buddhist seat of learning into a Centre for Buddhist and Secular Learning.
 
Such initiatives are growing in number and adding to the circle of businessmen and professionals from India and Singapore who share a deep understanding and appreciation of the life and business of the other nation.

Singapore – India’s gateway to ASEAN 
For India to emerge as a big player in the Asian region, it must increase its trade and investment with the rest of Asia. Much of India’s economic boom is driven by domestic production and consumption, instead of extensive trade. China on the other hand, trades very heavily with the rest of Asia and is on its way to becoming the de facto centre of the continent in terms of trade, finance and currency. In 2005, while trade with China accounted for 9.3 percent of ASEAN’s total trade, trade with India amounted to a mere 1.9 percent.
 Recently attempts have been made to bring India closer to the region as part of India’s Look East policy.  India must continue to increase its economic stakes in ASEAN and East Asia through vigorous trade and exchange in newer and strategically important areas in order to carve out a space for itself at the Asian political centre stage and share power with China. 
There is immense potential for ASEAN and India to leverage on each other’s comparative advantage. While ASEAN is blessed with abundant natural resources which its manufacturing sector thrives on, India is strong in services and has a large pool of intellectual talent and skilled workers. The ASEAN-India partnership can gain from cooperation in diverse areas including infrastructure development, energy, science and technology, defense, education, trade, investment, tourism etc.

The ASEAN countries also recognize the role India can play in the “Initiative for ASEAN Integration (IAI)” aimed at helping the lesser-developed countries of ASEAN, namely Cambodia, Laos, Myanmar and Vietnam to catch up with the rest of the grouping. India is already involved in development initiatives in these countries in many areas such as defense, combating drugs and illegal trafficking, trade, investment, and project assistance.

Singapore is supportive of India’s quest to become an influential player in the international community. Singaporean leaders have expressed their support for India’s candidature for the U.N. Security Council on several occasions.
 Further, they believe that India can play a balancing role within the Asian community which is growing closer through a series of Free Trade Agreements between various countries.  Singapore is keen to act as a ‘middleman’ between India and ASEAN and boost the process of exchange and cooperation between them. Keeping this in mind, Indian government has also placed Singapore at the heart of its ‘Look East’ policy. 
India’s interactions with ASEAN so far and the important role of a facilitator played by Singapore in that process goes a long way to prove that India has a trustworthy friend in Singapore who deeply appreciates the country’s place in the region’s political and economic landscape. Singapore helped India to upgrade its partial dialogue with ASEAN into a full dialogue in 1995 and to join the ASEAN Regional Forum in 1996, and later to join in the ASEAN plus 3 process. With Singapore’s active support India initialed an agreement with ASEAN at the 9th ASEAN Summit in Bali in October 2003 to start talks on the ASEAN-India FTA.

Furthermore, the Confederation of Indian Industry (CII) has launched the ‘Bridge Singapore’ initiative to help Singapore serve as India’s gateway to ASEAN, China and East Asia and bring the business communities of the region closer. On top of its agenda are initiatives such as organizing specific seminars in India and Singapore on Tourism, Infrastructure, Special Economic Zones etc with greater participation from the ASEAN region as well as sending multi-sectoral delegation to third countries in the ASEAN region. It further aims to create awareness amongst Indian exporters to look at Singapore as a gateway for their products and services into the Southeast Asian region and explore benefits from Singapore’s FTA with Australia, New Zealand, Japan and the United States of America.

Singapore’s Senior Minister Goh Chok Tong, one of the most prominent initiators of CECA largely represented the Singaporean sentiment when he said the following in New Delhi in April 2003: 'My own vision is for Singapore to serve as a bridge between India and China. Both India and China have the potential to be among the world's largest economies in 25 years' time. If Singapore can serve as a bridge to facilitate economic interaction between these two giant economies, can you imagine the benefits that will accrue to all three countries?' He added: 'Economically, the CECA is the first step towards greater integration of the Indian and ASEAN markets.'

GIF in Singapore – opportunities and possible partners
Global India Foundation was set up with the purpose of making relevant policy suggestions to the Indian political leadership and for providing well researched scholarly viewpoints to the Government on current initiatives or future efforts needed to realize the goal of a developed, prosperous and powerful India. Given the new and much needed emphasis on cooperation and exchange with ASEAN by the Indian Government, GIF needs to analyze the relationship between India and South East Asia – current developments, challenges as well as new and innovative areas of synergies to support Government ventures and bridging the gulf between expert opinion and policy-making. Establishment of permanent staff and premises in Singapore would greatly boost scholarly and Track II initiatives undertaken by GIF for this purpose. Singapore is the hub of ASEAN based research and Track II activities. Participating in the host of events and mutli-party research efforts that are conducted in Singapore would allow GIF to provide the Indian Government with valuable and exclusive suggestions and insights.   
Recent years have seen an increase in the importance of Track II diplomacy in the India - Singapore as well as ASEAN political processes. Government officials on all sides realize the value added by involving think tanks and policy analysis groups in the official process. Several commendable efforts have also been made to formalize the place for such non-governmental bodies in the diplomatic, planning and implementation stages.  In 2005, India and Singapore established Track II diplomacy for exploring new areas of co operation under CECA. The dialogue is meant to be an annual interactive forum aiming to bring non-government organizations, think tanks, policy makers, members of parliament and businessmen of both countries closer. The ASEAN Regional Forum (ARF) uses a three tiered framework process including Track-I 1/2, activities approved by ARF and involving scholars and officials from member states acting in their personal capacity as well as Track-II which provides a non-governmental forum for academics, scholars, researchers to interact in their private capacity with a view to developing structured regional processes. India participates regularly in meetings on Confidence Building Measures and other Track I and II activities such as disaster relief, peace-keeping, maritime issues etc.
 One of the oldest of such efforts were made in 1988 when ASEAN-ISIS (ASEAN Institute of Strategic and International Studies), an association of non-governmental organizations registered with ASEAN was formed. Its members include the most reputable think tanks from the ASEAN nations. ASEAN-ISIS succeeded in obtaining recognition from the ASEAN member states as a valuable mechanism for policy making by institutionalizing the meeting between the Heads of ASEAN-ISIS and the ASEAN Senior Officials since ASEAN Senior Official Meeting (SOM) in Singapore in 1993. In addition to its recognition, ASEAN-ISIS has also contributed significantly to the emergence Track II diplomacy. ASEAN-ISIS has impacted ASEAN policies in a number of ways including the setting up of ARF, ASEAN economic community, and dialogue for growing regionalism in East Asia.
  Thus the framework for inclusion of independent scholarly opinion in the inter-governmental process has already been set up. This presents a great opportunity to GIF which the Foundation can exploit by positioning itself uniquely on both ends of the spectrum – India and Singapore and bring India closer to South East Asia. 
GIF’s presence in Singapore would give it strategic benefits. It would allow the Foundation to attract the best of local scholars as well as network with the premiere think tanks of Singapore and South East Asia that are working on issues related to ASEAN and the region in general. There is growing curiosity and respect for India amongst the Singaporean scholarly circle. Increasingly, many Singaporean researchers are focusing their efforts on studying India and its relationship with the region. Having a permanent premise in Singapore, would allow GIF to attract such talent making its overall team of researchers more dynamic. Also, the Singaporean government is keen to learn about India and welcomes non-governmental bodies to provide solutions to challenges involved in working in India as well as present the Indian perspective on various issues to them.  
Having a base in Singapore would also allow GIF the opportunity to collaborate, interact and network with think tanks based in Singapore and studying international issues and relations involving Singapore and ASEAN on a regular basis. The Institute of Southeast Asian Studies (ISEAS) and the Singapore Institute of International Affairs (SIIA) would make particularly great partners for GIF.  ISEAS is a semi-governmental institute, founded in 1968 and is dedicated to the study of socio-political, security, and economic trends and developments in Southeast Asia. The Institute assists international, regional, and local researchers in the networking process and encourages the fullest interaction and exchange of ideas.
 SIIA was founded in 1961 and is Singapore’s oldest think tank. It is a leading institution for policy relevant research in Singapore which utilizes policy and public advocacy and dialogue to forge closer partnerships between countries for growth and stability among other goals.
 Both ISEAS and SIIA as well as other such think tanks actively collaborate with similar such organizations from around the world. Developing a robust relationship with such NGOs and working in conjunction with them would allow GIF to develop significant reach and insights to draw upon for research and vigorously push for India’s place in the region.   
Being at the helm of affairs in both New Delhi and Singapore would allow the team of GIF to address the information gap that each group suffer from and hence act as a true facilitator of a lasting friendship between India, Singapore and ASEAN. 

Conclusion
India and Singapore will make special friends because their’s would be an alliance of two nations that respect each other and deeply value what the other has to offer to them. The existence of political will, complimentary comparative advantages and appreciation for each other’s national interests enable a sustainable relationship between the two countries. The CECA has converted cooperation possibilities in many areas into a reality. Singapore is keen on facilitating a closer relationship between ASEAN and India. Thus, an alliance with Singapore can be treated as a huge step towards building a stronger economic and political presence in ASEAN nations for India.  
GIF has a vital role to play in this process through Track II diplomacy. The Foundation must utilize the opportunity of establishing its presence and actively participating in the processes occurring at both ends. This would allow GIF to address the concerns of stakeholders from all the three sides – India, Singapore and ASEAN nations as well as enable it to treat perception gaps and to bring mutual benefits to everyone’s recognition. Collaborating with other NGOs in the region would help GIF to promote a relationship of trust and confidence with strong economic and political benefits as the basis for a close and durable friendship between India and Singapore.
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