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There is much controversy in the media about the causes of economic development. Your task is to choose 3 articles that discuss or even touch on this issue (the article can be about trade, international finance, etc. in general, but with a section on the developing/underdeveloped economies) written between now and the time the assignment is due. Find arguments that disagree with each other if possible and that implicitly or explicitly make assumptions and arguments supporting the three perspectives on development that we have discussed here: liberal, dependency, and institutional theories. Mark the sections that you will explicate .  You may find examples of all three approaches to development in one article; Nonetheless, choose three articles on different aspects of development.  
You can either copy and paste the article in a word document as I have done in the example below, and highlight and write comments within the article, or you can print the article, highlight the parts you will discuss, and write your discussion on a separate piece of paper. Your discussion of the three articles should cover no more than 2 pages.
Please respect FT.com's ts&cs and copyright policy which allow you to: share links; copy content for personal use; & redistribute limited extracts. Email ftsales.support@ft.com to buy additional rights or use this link to reference the article - http://www.ft.com/cms/s/0/7a0ebf68-40af-11e0-9a37-00144feabdc0.html#ixzz1IDM9jw3r
India: The false fixation on FDI
By Vivek H. Dehejia
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These days it seems that just about every failing in India can be blamed on corruption and poor governance. This is an economic  liberal view.  Traditional societies have poor governance and lots of corruption because they haven't adopted liberal principles like the rule of law.Rostow would probably make this argumentThe latest “victim” is inward foreign direct investment (FDI), which fell off sharply last year, according to a report by the United Nations Conference on Trade and Development. This has led to much hand-wringing in the domestic and foreign press arguing that this development presages bad times ahead for India.

The common thread in the commentary is that the drop in FDI is a sign that foreign investors are losing confidence in the Indian economy and that this bodes ill for future growth prospects. Liberals believe that growth or "take off" depends on factors like an influx of funding entering the economy. Of course India has already "taken off," some economic liberals would say.  The belief in the value of FDI to development conforms to Vernon's product cycle theory---where investment not only brings funds but diffuses technology.
Commentators have noted, in particular, that while FDI has fallen in India, it has continued to rise in other Asian markets, notably China and Singapore. They have also pointed out that a shortfall in FDI could pose balance of payments difficulties for the country, especially at a time of rising inflationary pressure. Indeed, even  also bad for development; developing countries need to export, says the economic liberal.(one of Rostow's sources of investment capital)  the Reserve Bank of India, the country’s central bank, has taken note, and laid the blame at the doorstep of opaque and cumbersome regulations.

Before we hit the panic button, it is important to keep matters in perspective.

First, it is hazardous to draw inferences from a single datum, in particular, monthly or quarterly changes that are volatile to begin with. If FDI shows a secular decline over several years, then there might be something to worry about. That is not the situation in India. Inferring from the limited information that we have that a drop in FDI is worrisome for the Indian economy is premature, at best.

Second, the structure of India’s economy is fundamentally different from that of East Asia: the engine of growth from the start has been high domestic savings and investment fuelled by the large domestic market in a sort of virtuous circle.An institutional choice; India embraced ISI in the beginning--also to avoid dependency a' la Wallerstein. India has not - to date - embraced the East Asian model of FDI-driven, export-oriented growth which is critically dependent on integration with the global economy. contradicts Wallerstein's view of static core-periphery relations. This is not to suggest that FDI is unimportant in India, but it does not have the crucial role it holds in these other countries. A drop in FDI in China would be existential; in India, it is not.There is an economic liberal assumption in this article that FDI is mostly good for the economy--again.  
Third, we need to remind ourselves of basic economics. FDI, like all investment, is an input, not an output. We should care about it only to the extent that it boosts productivity and growth in the long run. Beyond that, what matters much more than the composition of national income is its growth rate. On that score, India continues to tick along at a healthy 8 - 9 per cent, just below China amongst major economies.

Fourth, do not forget that inward FDI is only one side of the coin. The observe is the large flow of outward FDI from India, much of it taking the form of high-profile foreign acquisitions by Indian multinational firms. But dependency theory would ask:  Is this an outflow from the core to the core?  This author doesn't seem to care about poverty reduction, only growth.  Large outward and inward flows basically cancel each other, so that net FDI is a relatively small share of the total balance of payments. This implies that it is unrealistic to expect FDI to offset a large current account deficit. It is far more likely that this role will be filled by portfolio investment flows, most notably, foreign institutional investment (FII). Of course, FII, especially in the form of “hot money” that can flow out as quickly as it flows in, poses its own dangers, but these are not unique to India.

Fifth and most importantly, a yoking together of a drop in FDI to very legitimate concerns about corruption and poor governance in India do a disservice to the argument for pursuing much-needed economic and political reforms. For the fixation on FDI would be attacked, apparently reasonably, by critics on the left as yet again revealing that economic growth and further economic reform principally serve the interests of businessmen and financiers, that too foreigners. That would be a core-periphery argument from Wallerstein's perspective.That would damage the fragile political legitimacy that liberal economic policy has in India to begin with. Yet, nothing could be further from the truth.

Much-needed next generation reforms, in particular, removing arcane labour laws that retard the growth of a labour-intensive manufacturing sector, would be the best “pro-poor” policy that India could pursue. The author seems to be agreeing with Rodrick that growth and poverty-reduction policies are mutually reinforcing.  As in China, it is only gainful employment in the organised sector that will pull up the hundreds of millions of people in India who remain mired in poverty in a stagnant and declining rural sector. This structural transformation is essential if India’s growth miracle is to be sustainable. Let us not weaken the valid arguments for economic reform in India by dragging specious ones along for the ride.
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