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Forging Closer Ties
with South Asia

Over the past few months, a number of important bilateral initiatives were
formalised between Singapore and countries in South Asia. During Pakistan
Prime Minister Shaukat Aziz's visit in May, Pakistan and Singapore formally
endorsed the proposal to sign ajoint declaration with ASEAN on cooperation in
combating terrorism. Both countries also reaffirmed their commitment to conclude
aFree Trade Agreement as soon as possible. In June, Prime Minister Lee Hsien
Loong visited Indiato sign the landmark Comprehensive Economic Cooperation
Agreement. A couple of months later, in August, Singapore signed an Open
Skies Agreement with Sri Lanka. Where ties between Singapore and South Asia
are concerned, significant strides have indeed been made.

The Institute of South Asian Studies (ISAS) has been kept busy with aflurry of
activities that have accompanied the growing interest of Singaporein South Asia
and vice-versa. In May, Prime Minister Aziz delivered the Second ISAS
Distinguished Visitor Lecture on promoting an environment for security and
cooperation in Asia. In August, West Bengal Chief Minister, Mr Buddhadeb
Bhattacharya, spoke at the Second SICCI-1SAS Global Business Leaders L ecture
on investment opportunities in West Bengal. More recently, the Chairman of the
Pekistan Senate, HE Mr M ohammedmian Soomro, shared his views on economic
liberalisation in Pakistan. At the same time, eminent individuals such as
Dr Narendra Jadhav, Chief Economist at the Reserve Bank of India, and
Dr Urjit Patel, Executive Director, Infrastructure Development Finance Company
Limited, India, have shared their views and insights at seminars organised by the
Institute.

In our ongoing effort to highlight the latest developmentsin South Asia and the
region's relations with Southeast Asia and the rest of the world, the Institute has
produced aregular series of working papers and background briefs. In addition,
two major studies — a competitiveness analysis of Indian states and cold chain
management in India — have been completed and will be published shortly. A
summarised report of the latter study, undertaken jointly by the Institute and the
Federation of Indian Chambers of Commerce and Industry, is presented in this
newsletter.

In this issue, we introduce a section called 'snippets’, which looks at the recent
happenings in South Asia, particularly in Sri Lanka, Maldives and Bhutan. This
newsletter also contains articles on ties between Southeast Asia and Pakistan,
economic development in Indian states, Millennium Devel opment Goalsin Nepa
and the Gandhara-Buddhist scul ptures from Pakistan.

We hope that you will find the newsletter informative and we look forward to
your continued support in our enterprise.

Assoc Prof Tan Tai Yong
Acting Director



Singapore-Iindia CECA:
Promising New Opportunities

Excerpts from the Keynote Address by
Mr. Lim Hng Kiang, Minister for Trade and Industry,
at the CECA Seminar, 15 July 2005

India has been on a
path of restructuring
and reform for well
over adecade now, and
its re-entry into the
global economy is
reshaping trade flows
radically. Singapore
businesses have been
participants in that
process. Over the past
10 years, trade
between Singapore and
India has tripled to
almost $12 billion in 2004. Last year alone, bilateral trade grew by
50%. Indiais now Singapore's 14th largest trading partner, and also
our fastest growing trading partner.

With the signing of the Comprehensive Economic Cooperation
Agreement (CECA), the bilateral trade route has widened. The
CECA will aso provide opportunities to deepen relations between
our two countries, and our two regions.

Benefits of the CECA

First, the CECA improves the investment regime significantly. It
levels the playing field between Indian and Singapore investors;
both will be treated equally in each other's countries. Qualifying
companies will be able to enjoy tax exemption on capital gains
from their investments in India. India has also agreed to bind its
new liberalised rulesfor rea estate and joint ventures for Singapore
investors. This lends greater certainty and will boost investor
confidence. Also, Singaporean investors will be able to take
disputes with the Indian government to an international arbitration
tribunal.

Second, the CECA will make Singapore imports into |ndia more
cost-competitive. The tariffs on approximately 75% of Singapore's
domestic exports will be eliminated or substantially reduced over
five years. This includes important sectors such as electrical and
electronics, instrumentation, pharmaceuticals and plastics.

Third, the CECA will help to cut cost and time-to-market for certain
products through Mutual Recognition Agreements (MRAS). These
MRAswill eliminate the need for products which have been tested
and certified in Singapore, to be re-tested for entry into the Indian

market. To begin with, we have agreed to conclude MRASs in
electrical and electronic products, and telecommunications
equipments.

Fourth, the CECA will boost trade in services. In general, service
suppliersfrom Singapore are guaranteed access into India's market
and will be treated on par with domestic suppliers. Indiahasalso
made specific commitmentsin financial and telecommunications
services, from which Singapore companies stand to gain. Under
the CECA, both countries have also committed to negotiating
MRAs for five key professions - accounting and auditing,
architecture, medicine, dentistry and nursing. Once completed,
qualified professionals in these areas will be able to move more
freely between Singapore and India.

Creating and Seizing Opportunities

Through the CECA, Singapore and India are now poised for
tremendous gains through increased flows of goods, services,
investments and talent. Beyond opening up trade, the CECA also
provides a framework for collaboration and cooperation in areas
like intellectual property, science and technology, education and
media.

The CECA haswidened the road for Singapore and Indiato engage.
And because Singapore is ahub for Southeast Asia, the CECA will
also deepen linkages between Southeast Asia and India. India's
Prime Minister Manmohan Singh and Commerce Minister Kamal
Nath have called Singapore India's gateway to Southeast and East
Asia. India's Finance Minister P. Chidambaram sees Singapore as
"afunnel of world investments' for India. Singapore is proud to be
ableto perform thisrole.

Already, some Indian companies such as eSys, VSNL and Bilcare
are basing key regional or international operationsin Singapore. |
hope that the CECA makes Singapore even more attractive as a
launch pad for Indian companiesinto theregion. | welcome Indian
companies to join the ranks of more than 7,000 multinational
corporations currently based in Singapore, including well-known
Indian names like Satyam and Tata Consultancy Services.

As for Singapore businesses, let me urge you to explore the
possibilities, whether it is market access, services or investment.

| want to add that Singapore is not aone in seeking to engage India.
Many countries are beginning to catch the India "fever". Major



economies like the United States, Japan and Chinaare also interested
in the potential of the vast Indian market. Singapore companies
should thus seek opportunities to team up with foreign firms to
enter India

As India opens up, opportunities are developing in many sectors.
Indidsreal estate development, for example, is expected to grow
at a pace of 30% annually and perhaps more so now that its rules
on foreign direct investment have been loosened. Companies
like Ascendas and Keppel Land have already scored some
successes in India. With the commitments under the CECA, |
hope more Singapore companies with real estate experience will
seize the opportunities that are now available.

But real estate is not the only sector where opportunities lie.
Companies involved in two of Singapore's main exports,
electronics and processed foods, will aso benefit from the CECA.

Delphi Corp isaworld leader in mobile electronics, transportation
components and systems technology. Its exports of automotive
components such as sensors for occupant protection systems and
electronic engine control modules will now have tariffs of 15%
eliminated either immediately or within five years. This will
boost its competitiveness.

Tal Hua Food Industries, a 50 year-old local company, makes
soy sauce and exports it overseas. Under the CECA, tariffs on
soy sauce will come down from 30% to 15% over five years,
making Tai Hua's products more attractive to import. And with
this preference, enriching the cosmopolitan culinary scene of
India could be another benefit of the CECA. Apart from these,
other industries like pharmaceuticals, instrumentation equi pment
and transport equipment also stand to gain.

Indiais big, and Singapore is small. It is not possible to know
everything and be everywhere. So as you consider how to make
use of the CECA, | hope two words will feature strongly -
networks and focus. The business chambers will play akey role.
Sustain the momentum of engagement. Form clusters and consortia
to identify opportunities, share information, and rally the effort
to tap the India market. Ask yourself: how can you work together
to leverage on each other's strengths and capabilities? Which states

and cities should you focus
on first?

Alone, the prospect of
breaking into a large,
competitive and complex
market like Indiamay prove
daunting. But if we can poal
our resources, knowledge
and expertise together, |
believe our companies can
more than cope with the
demands and match the
competition.

This was precisely what a
group of Singapore companies did in Chennai. In partnership with
Tamil Nadu Industrial Development Co., they developed IT Park
Chennai, a 1.5 million s feet business park. The project was carried
out by Ascendas, Tiong Seng, Architects Team 3, KPK Quantity
Surveyors, Meinhardt Consultants and Buro Engineers. Their
success shows that by working together and focusing on our strengths,
Singapore companies can profit from the opportunities that India
has to offer. Companiesin the aviation sector have also formed the
Singapore Airport Consortium to tap into the growing Indian airport
and aviation sector. These initiatives should continue.

On the government's part, we are prepared to collaborate with
you to help form the alliances and consortia that you need. With
this in mind, |E Singapore launched the iPartners Scheme in
October 2003. It allows companies to come together and combine
their resources, complement product offerings, achieve economies
of scale, reduce time-to-market and pursue larger projects. |
encourage companies to take advantage of this scheme.

The government will also do what it can to help you make full
use of the CECA. Our immediate objectiveisto increase avareness
and understanding. In the coming months, workshops and seminars
will be organised for various sectors to facilitate Free Trade
Agreement literacy, so that businesses can then take the next step
of actually using the CECA.

Our agencies will also work with you to identify and tap on
business opportunities. |E Singapore is primed to help Singapore
companies succeed in India. In the months ahead, it will beleading
several business missions to India, targeting sectors such as
information and communication technology, automotive
components, infrastructure and logistics. Participate in these
missions. | also invite you to share more ideas that you may have
on how we can collaborate to make the CECA work for us.

Asyou use the CECA, your experiences and views will form a
valuable part of the process. Our longer-term objectiveistherefore
to continue engaging with you to improve the CECA. It is not
a closed book, but aliving document that will be reviewed and
adapted as time progresses. With your input, we hope that the
CECA can be continually improved for the mutual benefit of
India and Singapore. m










































