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Sateguarding local joint venture:

by DR UTTAM GUPTA

Narepresentation to the government, Cll has

siiggested that a foreign company should

given approval to set up a 100 per cent sub-
sidiary only alter two years - cuphemistically
described as the cooling period - from the day
joint venture (V) in which itis already involved
eives its nod for the same.

Apprehending seriousthreatto]Vand conse-
quential adverse effect on Indian partner and
other shareholders. CIl opines that the cooling
period will give adeguate time tothe JV toconsol-
idateand putitsell inthe position of being ableto
meet the challenge posed by 1000 per cent sub-
sidiary. This is mere wishlul thinking. 1o say the
[easl.

Access Lo latest technology/know-how and
innovative ways of doing things is a prerequisite
for the survival of ; any company and its growth,
TH now. JVs got all these from MNCs without
much problem.

This was because the latter stood to gain from
whaltever equity was ollered - in some cases.
exceeding 50 per cent - even as the 100 per cent
subsidiary route was not available.

Now: il an MNCis allowed tosetup a 100 per
cent subsidiary, it is most unlikely that it would
titke any interest in the alfairs of the |V This is
especially true. il the lonmerintendstooperate in
the same area as the latter. In fact, the MNC's
prime goal would be toensure closureof the [Vin
order to establish complete hold of its 100 per
centsubsidiary inthemarket. The et of its being

privy to sensitive inlormation about the [V will
helpit achieve this goal faster.

Thus. talkofl so-called cooling periodisineon-
sequential. Even if demand is conceded. this
wouldonly mean postponement of Doomsday by
a lew more vears.

The |V could survive only il the Indian part-
ner is reasonably conlident that it can continue
without the support of the MNC. But such cases
are few. Indeed. these are what one may deseribe
as Indian multinationals. which can take on for-
cign companies notonly in India. but in overseas
markets too: However. no policy decision can be
taken with such anarrow focus,

A suitable approach towards [oreign invest-
ment should tiake inteaccount the need for main-
taining the viability of the majority of JVs. These
include ventures where even though no Indian
company is involved, but, signilicant equity is
held by the public and financial institutions (for
instance. Plizer India). And. finally. we must also
not forget the impact on companies which are
L0 percent Indian-owned. Inthe event of unfet-
tered and large-scale entry of 100 per cent sub-

hy are our policy-makers

so keen on giving MNCs a
red-carpet welcome even at the
cost of knocking out our own
companies?

sidiaries. survival of companiesin all these chie-
gories will be endangered. Given. the MNC
approach and ways of deing things, largeséale
loss of employment and income is inevitahle,
Which means unprecedented socio-econojnic
problems as well, Additionally, we have:to don-
sider the impact on the country’s BOP situation
due o increase in owlgo of foreign exchahiee
towards repatriation of prolits eic, =

Whal is the gairrin permitting 100 per dent
subsidiaries of MNC: Why are our policvmaliers
sokeentogive them ared carpet welcome, déch il
the cost of knockinz out our own COMparmey: Is
there something more to it than just a globalisa-
tion maniaorfor that mattér, psvchological &tis-
faction of getling words of appreciation [fom
developed countries? The pro-NMNC lobby-pfen
talks of consumer wellare, It argues thar thd so-
calledintense competition due to the presefide ol
100 percentloreign ownedcompanies will refuli
mthu*«-L:rrral'l.'nFIHUIlqu:lth"quu}mndu.l'ml.u.n
low prices. This is amyth.

The writing on the wall is ¢clear. Once [Vs dnd
wholly-owned Indian companics are .mlIh:-
lated. Itltlmrwntl‘uruﬂn-:mnmlmlnpmué vill
take even consumers lor i ride, ”]L’L,I.HL'ITILII:I‘tLr‘Jl
nur.dal::dnwnuminirmpuunn:mt]w:iuuaﬁlun
of allowing 100 per cent subsidiaries ol MNCS, T
shouldmuster thecourageof saving 'No ' tathem.
its this is the only viable way of protecting/safe-
guarding the interests of the [V and wholly-
owned Indian companies. In the absence ol more
attractive options (read 100 per cent -foreign-
owned), MNCs would remain wedded to |V @




