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FOREWORD
Jagdish Bhagwaiti

Transnational Corporations is to be congratulated on
dedicating this special issue on Foreign Direct Investment to
Professor V.N. Balasubramanyam. In the interest of transparency
which we now require of multinationals and non-governmental
organizations, | must confessthat | had the honour to teach Professor
Balasubramanyam.

Over 40 years of my teaching career, | have taught severa
gifted students at MIT (among them, Paul Krugman, Gene
Grossman and Robert Feenstra) and Columbia University (among
them, Doug Irwin and Donald Davis). Professor Balasubramanyam,
dating back to my early yearsat Delhi University, ranks among the
best of them.

He has established himself, not just as a fine developmental
economist, but also as a world-class scholar in the area of
multinationals. | come across him at countless meetings, whether
at the WTO or in Washington D.C. and European think-tanks,
awayswith penetrating insights and thoughtful policy suggestions
on the question of direct foreign investment.

While he haswritten extensively on the subject, he has made
significant scholarly impact through hisinfluential work on whether
export-promoting or outward-looking trade and investment strategy
attracts more productive and sustai ned investment vis-a-visimport-
substituting or inward-looking trade and investment strategy. He
and his co-authors have provided significant support for the view
that the former isamuch the better strategy: it attracts investments
catering to foreign rather than protected domestic markets, yielding
higher returns in terms of gains to the host country, and also
providing amore susta nable world market than the easily-saturated
domestic markets.

In addition, he has been a thoughtful supporter of the

proposition that the WTO should incorporate withinitself asuitable
compact on direct foreign investment at some suitable but early
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moment, even if the Doha Round may not provide an immediate
opportunity right now. He is correct that an institution that deals
with market access must eventually embrace some core rules for
investment, to ensure that open markets are exploited successfully
by firms seeking to access foreign markets. He correctly sees that,
while investment rules are integrally related to market access, the
same cannot be said for issues like labour standards: the case for
including investment rulesinthe WTO is sound, the case of labour
standards to be included is not.

Besides, Professor Balasubramanyam has contributed greatly
to our thinking on technology transfer via multinationals; and his
forthcoming research on India's burgeoning I T industry, based on
field research, is also an important addition to our stock of
knowledge in an area of growing policy importance.

This Symposium, consisting of important papers by several
of the leading scholars of multinationals today such as Professors
John Dunning, Frances Ruane and Peter Buckley, on subjects as
diverse asdirect foreign investment in Chinaand Vietnam and the
determinants of direct foreigninvestment, isled by awarm tribute
by Professor David Sapsford to Professor Balasubramanyam as
“the economist and the man”. Hisappreciation isno exaggeration.
| can only attest to the sentiments expressed there.




