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IIMIAN INVESSIENT CENIRE

I. DACKCROUND OF TI% ACTHCY:

The Indian Investment Centre was established in November 1960

with the object of promoting the {low of foreign private investment into
India. The primary operative objectives of the Centre avre:

1. To promote, among the capital exporting.couniries, a widex
knowledee and understanding of laws, policies, procedures
ond conditions pertaining to investment in India and
opporiunities offered by the country. ‘

2, To advise ond assist Indlan industrialists, including those
engaged in medium ond small industries, in their ecflforts to
attract foreign private capital and/or advanced technical
kDQW'hQWo .

3. To acvise and assist foreign businossmon on matters relating
to the sotting up of joint ventures consistent with the
basic framawork of India's Five Yaar Plans; and

4. To conduct surveys of Investment possibilitics open to
prospective investors in India.

The Centre, with its headquarters in New Delhi, was established as 8
non-profit service Society under the Societies Rogistration Act and

is supported by the Covernment of India. The affairs of the Centre
sve monaged by a Governing Body sppointed by the Government of India
and consisting of elevent mambers. Two members repressent the Ministry
of Finance and mnum; of Industry and the remaining nine meobers
represent finance and private mmu-y' in India and abroad. The
Chairman of the Governing Body is s mon-official.

It was considered that the promotional services envissged
could be more e¢ffectively rendered by &n agsncy working outside the
novmal admimrua’,of Government, a8 it could funstion with grester
objectivity and informelity, undertske messures of promotion and -
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2a
publicity, mobilise interest of foreign investors and tender advice to
thom on various matters in a professional manner which a department of
Covernimont cannot always do. At the same time, such an ageacy had also
to be clase to Covernsont §o as to be able to speck as an Informed source
on Governcent policies. The exccutive stafl at all levels was, thereforve,

drawa both from Government and private Industry.

The day-to-day activities of the Centre are guided at the

. head office by an Executive Director. The Exacutive Director is.
assisted by a Secraetary, full time technical advisers end heads of
¢ivisions -namaly (a) Project Propesal Division; () Industry Information
Division; (¢) Economic Division. The Centre has established two foreign
offices. The first, in New York, was established in October 1961 to deal
with North America. 7The second, in Dusseldorf, which covers the whole of
Europe was cstablished in Octoher' 1964. Thase foreign offices are

headed by Residant Directors who are assisted by Deputy and/or Assistant

Directors.

The tetal annual budet of the Centre is Rs. 2.4 million. The
budget of the New York office excluding the cost of the mm’ Relations’
contrect fs § 100,000.00 e '

I1. ACTIVIZIES OF TUE MGTNQK: |

Though the head office and the foreign offices of the Centre
work 88 a team and copsult with each other continucusly in dealing with
spacific inwstmnt‘ proposals; the functiors of the Contre may be doalt
with for the sake of convenient classification, in two parts == those
which amﬁ largely cerried out by the hoad office in New Delhi and those
for uhich the foreign offices sve primarily responsible.

(mocc)
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The functions of the head office can be best described by
the working of its divisions:

The Mrojcet Promotion N7visfon is responsible for the

¢vaiuation of collchoration projosals originating from either Indien

or forecign sowrces. 7o an Indian compony they provide assistance in
documenting relovant Information and in the preparation of a sultable
projecc note for consideration by pmspect;ve foreign collaboraters.
“his normally involves detailed discussions wifch Indian £irms regarding
the tochnical and economic feasibility of the project and sources of
finsnce, Through foreign offices the Indian parties are then assisted
in locating a suibble partner and in negotiating a mutually acceptable
azreamant. Assistance is provided, if necessary, for securing roquired
epprovals fvom the Governmant. Thoe foreign companics sre assisted by
this Division by supplying required information such as the scope for
the development of particular products, selection of Indion partners,

" paw materials available; and in ocbtaining nacessary Government opprovals md

in arronging mectings with Government and private industry for visiting
foreign businessmen. Tebhnical sdvisers wook closely with the Projoct
Promotion Division which has s financial anslyst, s tax oxpart, s legel
adviser and project officers. | '

Industry Informaticn Divigions
This Division ui:;tm close liaison with Governsmant like the
Ministry of Industry,”the Ministry of Finance and the State Covernments,
collects market dats and helps individusl cospanies in identifying
investment opportunities. It has published a series of Fact Shoets on
spect £ic industries. During the lest aix yesrs it has hundled wore than
G.OGO'tanuirics. sbout 4,000 from Indion firms and 2,000 from fuveign

.
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Neonomic Division:

The Division undertakes colleetion, compilation and analysis
6f data having a bearing on the investment climate in tha cowntry. It
has publiched a nusber of books and brochures relating to foreign
private investment in India. In cddition to publicaticns dealing with.
ceneral economic and investment information, brochures on specifie
espects of investment such as, taxation, exchange control, corporate
law, labour legislation, financial institutions, have also been published.
A list of the Centre's publications is at Annexure I. This Division is -"?‘
also vesponsible for the publication of s b:;nthly‘ Newsletter which
presents factual information end an ocbjective anolysia of current
economia devele;wants in India rel;t:l;as to investment. Tha Newsletter

- has a eirculation of 5,000 including 3,500 foreign readers.

The foreign offices, while acting as extensions of the head
office in ralation to specific proposals, also aim at creating and
sustaining the interest of foreign companies 1n. Investment in India.
The functions of the Indian Investmnt Centra's foreign officos could

. be broadly classified a.s under and explained thereafter.

1. To promote a wider knowledge and understanding of laws, ]
policies, procedures and conditions pertaining te
investment in India. '\

2. To provide usisténec to foreign companies in establishing
specific projects in India.

3. To provida gssistance to Indian firms in estoblishing
contacts and in noegotiating with foreign companics.

l. _ The Centre has employed various tools to promote a wider
knowlcdge and understanding of the investment climate and opportunities

in Incla. ’ ' BT
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a)  The Centre has established Advisory Committces in key centres
of industry consisting of prominent local businessmon, bankers, financiers,
economists and industrialists scrving In an honorary capacity. .in the
United States at present there arce nine (9) Advisory Comnittees with
mor@ than 75 members. These Committees which moet to discuss mctters
of current imporianca relating to V.S, Investment in India, function
as souxces of informad opinion and information to American businesssen
gbout the Investment climate in India ond serve as links betweecn the
Cenire and potentisl inwestors. In tura, the morbors provide to the
Centre firstehcnd information on economic developmants in the Uaited
Statos and offer guidance end advice for effecctively implemonting the
Contro's promotion work. A close relationship is also maintained with
the Government Departmants of the United States, banks and other

organisations interested in international investment.

b) The Centre has a program of holding seminars with the objaet

of projecting a balanced piecture of investment opportunitics in India
kelped by ‘tha experience of foreign eompan:tu operating in Indis. In
U.8.A, scminars have been organised in almost all the mpjor industrial
centres. Normally, thase seminars are organisaed in co-cperation with

8 local bank, '
the local Chasbers of Commerce,/the field coffices of the U.8, Departmant
of Comxrce. Thoy are addressed by ropresgntatives of the Contre, the
| Bepartmont of Commarce snd A.I .D. A locsl company is requested to prueat.
a case history of its'cxperi.enca in India. 7The discussions which feuou,
fenerally cover a wide srea including such prodlems ss the size and
structure of the Indian market, Government procodures gnd policies,
practical problems, tax laws, labour c:lthat&m éte. The Contrae has

found thase scminsrs very halpful in generating interest in investing

(m.ooocc)
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in India. eainual sominars covering a widaer field haove also boen
(%]

2d by the Americen Manapement Association in which the Centre

oxpanis

has taken an active part.

¢) Zhe Comtre has sponsored visits to ~ndia by dolegations of
businessmon, bankers and financiers from abread. %he main object is
to provide them with an cpportiunity of making an on-tliz-spot study
of the imvestment elimate in Indfa. The Ccatre has so far orgenised

visits of colcgations from tha U.S.A, Japan and West Gorwony.

d) iIndustry and Trade Convcntions provide an excellent cpportunity
to spoak to a sclect group of individuals with commen interests. Ihe
Centre has participatod in Annual Conventions of the Chomical Engliners
Associaticn, Electronics Menufacturers Association, Farm Equipwmant '
znufscturers Association snd Machine Tool Cuilders Association. In
goe casas exparts on specifie industries wore invited from India to
cddress the Conventicns. The Centre }ms also, on a regular basis,
pertidpated in the Annual Meetings of the Far East Amarica Council,
National Foreign Trade ?oum:u. and other similar organisations intorested in
Internaticnal Trade and investment.

e) 7The Cmtr; arrenges infomal group discussions batwaen
visiting Indian businessman, or Covernment officials cnd local representa-
‘ tives ¢ business and ftninee .. These meetings provide an opportunity
for those interested tn investment in India to get a latest and
£iret-hand appuiul of economic and other mstters by responsible leadars.

£f) The Centre arrenges publication of articles on general ss well
cs specific issues in fincxc,i‘a.l journals and Business and Trade Hogasines

in foreign countries.
(m“ seee o)
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- issues’ ‘.
) e Contreelecses on matiers of current interest to a

mailing list spocially prepared for the purpose.

h) On special occasicns, press, radio and TV intervicws sre
: the
also evranged to.zive the widest possible publicity to/investment

climate and opportunities in Iadia.

2. Toreign companies interested In invesiling in India moy
contact IIC for collecting information or for discussion on specifiec
problems. 3anks, Law and Accounting firms and Consultants with whom
tha Centre maintains close contacts, also arrange: meetings of their
clicnts with the Ceatroe. Tho foveign officos of the Ceatre axe
suliicicntly welleaquipped to handla the majority of possible enquiries.
They are regulaorly briefed by the head office. If any additional
Information or assistance is raequired, .the’haad ofifice is able to
provide 4t within a short time. ZThe Centra is clso able to suggest
namas of suitsble Indian partners and to help in mrvanging visits to

India for ficld investigations.

A large nurder of encuiries are received from Banks, Consuitants
end similar inctutions ukinz;ﬂ‘?:tamﬂm on Government policies
regending foreign investmont', repatriastion of income, tax rates snd i
procedures regardag the establishmant of a company in India. Individual
corpanics genarally ‘mm information on Governmant policies,
incentives for foreign investment, fmport and export regulations,
living conditiens, labour problems, cost of construction, local |
avallability of raw materials and equipment ond thoe local scope for
dovalcping their products md‘ 's'crvzeu. Foreicn offices have assistaed

(moococ)
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a lorge number of foveicn componies fa suggesting solutions to speeific
diflicultics which arise in the course of negotiation or operation.
They also keep in close touch with companies who have al.cady Invested

in Iandia.

3. Yhe wmost important and also the most difficult function

of the 1IC's forcign offices is to assist Indian businessmen in
establiching contact with foreign companies interested in providing
tecimical end/or financial assistance to speeific projects. This
involves the selection of a panel of companies known to be opax:aﬁng

in th? specific f£ield, the identification of a scnior officer to ba
contacted In each such company and the establishment of contact with
such officer in order to 'aseertain the cospany's interest in the

sndicn project or in meeting with the Indian party. When the interest
of a company 1o successfully asetivatad, further progress lies in
asaisting the foraign company in evaluating the preposal made to it and ‘
providing assistance in nogotisting sn agreement as well as obtaining
Government approvals.

In the eaum eflabm 6 years, 1uS prejects hcve matured into
collaboration with the assistance of the Cantr:'a. The up:ltc.} investment
in these projects excecds Ra. 800 million, the foreign equity investment
amounting to Rs. 171 mimor;. ‘The Contre is currently essisting many

other projects which are at various stages of maturity. A look at Anneium ]

shows that a fairlyww'.:fdc spectrum of industrics has beon coversd. The

ficlds in which the Cantra has been able to evoke U,S. invostors' interest

appear to be predominantly in machinery ongineering Industsy. This,
of course, doas not refléct the pattern of U,S, investrant in gancral.

(m;oo)
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Thoush the broad solicy of Goverament in tegard to ferciem
investeent is folrly clear, it cdmits of flexibility, dependinn on the
crerational scphistication of the iIndustry concormad, its dmportence
to L2 mrowih of the economy end the balanee of paymants. %he Clentre
Keeps in close touch with the Zcomomic Ministries of tie Covern=ant
and is, thercefova, ceaversant with the nuances of policy as applied to
epeeified procducts wiich may be the subject matter of & negotiation
baing assisted by the Centre. In porticular, such mstters os tis
requiremants ralating to the extent of domestic manufacture of a proluct
and the range of compensation ganerally admissible for techniecal
assistance vary from cose to case and the Contre is particularly quauﬁcd
to advise oa thece matters.

Tha Centra maintaing an up~to-date list of namas of Indfon
parties desirous of secking eouaboratioa or investment. In sédition
+0 projects in which the Indian party may itself request assistance
fvom the Centre, investment opportunitias sre ascertained from industrial
liconses issued by Gmx:nmt to porties from time to time and through
contacrs maintained by the Centre with mcl Indian Charbers of
Cozmorce end Iaémtry end Associations.

?ehumahlymtuao{mmm'a soricus interest
and his capacity to carry out his plan successfully, the Contra socks
from hin “isgortant ﬂa{ta in a "chock-14st", The data on his curvent
businoéa activities scak to glean his management experience, capital
rescurces, the nature and operating recults of his business and his
bank roferences. The data concorning the 'epoc:lﬂc venture ralgto to

' appropriate Governmant licences obtained, his study of project




wsansport, Lis ostodmates of eopital Investmonts and profitability
nd the natute ol foreign collaboraiion decired. The oxamination of
thece povvioulors Ly the Conire's gpeelslists finally deeides 47 zad
wath wiat wodifications accoptcble to the party, the featee is naapered
TO pursul 1h2 proposcl abrocd. IT has to be stated that the Ceasce's
ecentxilution in this area {5 not g':zaat dapth but is comerally directed
towads @ clearer understanding of the several issue‘s involved from the
project feccibility cngla. Experionce has shown that private partics
tond o utilice agencim of thair own choin for a more dotailed

invastigation of feasibility.

The tack of matching an Indian proposzl with the interest

32 pight kind of foreign company is a Jdifficult one end involves :evera..

cteps. & list of foreign commanics engaged inm broad fields of industry
cculd ba ecsily ohtained from Diractorias available in ecach ccuntry
but the difficultics aorise in icentifying firms engsged in the
monulseture of cpeeific products desired which ore in meny cascs not
2is%¢cd in thase Directo;iea. in the initial yéara conaidercble
difficulties ware exparienced in this connection but with greater
experience and botter eontacta,:‘prgper identification has becoms easier.

there the nucber of companies engaged in a partioular business
is lovge it L masury to restrict approach to a select group which
than others
+is likely to ba mro interested/in investing in India. This selection
has to bo made on the basis of soms pricr information on thase coxponies,
particularly about their resources. .technical competenca, their

interast in international business ete. During the early years of
its exisctence the Centre In New York often dapended on the U.8.Department

§




ol Comnoree oad tha leocal dbanks for assistcnee in icentilyinz ¢ha
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o,

T.S. companics lilkely to take intorest znd in sreanging eotinas

wilh conerniad exceutives sut £t wes scen realised thas o be seclly
ellective it was necescary for the Centre 4o Luild up its cua fgoords
aud establish itc cwn contaets In all divections. Lscictonce Sroam to
U.S. Deparimont of Commarca cnd banks, though very willingly available,
is of iimited utility end has to be used only to supplemeat the
Contra's owa offorts. During the last five yecrs the Conire has

built up relichla records snd contsets at importent points to be gble

10 make systematic approaches to prospective collchoraiors.

Having identificd suitoble companies and executivos toihc
centactad tiwe noxt stop is to approach thom to ascertasn thair interost
ia investing In India. Baefore making en spproach to a foveion company
tho Coatoa hos found it very helpful to do ita own homowork first.

Tha Contve has to be prepared to answer intellizantly all poscible
cuestions acked by the foroign company. Pork this purpose the foveign

- offices hava to roly very heavily on the heed offico. In additica to

the "cliack-1list", prompt and complete support from the Head Of7ico

is very essential for the efficient oparation of foraign officac,
¥ost of th§ cantacts with fqreign corpanies have been mado directly by
the Centra but in some difficult cases introduction by corpanies and
balers is found to be necessary and useful.

’
Aftor esteblishing the initial epprosch it &s necessary to
provide tho foreign cempany with full gssistance im collecting data
end opinions noccessary to-evaluate the project cnd th2 investsent
elimate in India. The 2mis; .ofﬁml provida acdequate saervices in

(mn-...)
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this rerand, 200 good coffices of Adviscry Committee maorbers, lccsl
Sunks cad U.S. Al.I.D. aad the Sap:':rt:r.:nt cf Commarea cre also used
fex this purpoce. A continucus flow of ideas and informaticn (oos
on between the forelzn corgeraticons on the oze nhind and the Centre and
the Indlen paty ea tha othicr until the forelgn corporation dacides

to teke a mora ecncrata couree of zetion.

The Cantxae's role in negotiations botwoon peorties varies
foom e350 to case. A foroign fivm which 18 fairly comversant with
Incien comditions gamerally prafors to got togzethar with the Indian
paty quite early =nd coaduct further negotiations . Others may carvy
on Joo some more time with the Centre exploring ths variocus aspects.

It 18, howaver, genarally correct to say that the Contre doces not enter
into the negotiaticn of terms botweoon pariies. It moy sonetimas assune
a role with Govarmmant calculated to imress upon it the special
circumstoneds of any project which require g carelul considoration of
conditions to be prascrided by Governmont. The Centre ££ also takes
upon itcelf the duty to 'gat Governsant docisions expedited. The Cantre
doos not attorpt to Influcnce decisions either by Goverament or by the
perties concerned as it is likely to curtail its larger ussfulness.

7This subject has boon dealt with in Satail while describing
the "Administration of the Agency™ under Ssction III. Some speeial
aifficulties are stated bolow,

e
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Toobloms of ideatilying nroapective invesiors oolse wuicn
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som The hom country ore ia very cpecizliced liclds
or volove to the monuTaetuse of srofucts which ore not coumon In Jowedign
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ColnivLes.  For oxassle, the Ceawre nos found It dilllcult to Leccte

P -

U.S. Jirms interasied im the manulzsture of peper Jvom Jutd ctaiks
cvailable in sulficient quantities in India. After identifying the
prospeciive invester cospany, th iceatification of tha propady person
+0 be approached is a daliecate cuestion. An aporoach to the wreng
perscn could croate eonsidercdle dillicultiies oven for s promising
project. Ia cortain cases foredign companies are prepared to provide
technical scssistence but no finsncial participation and this makes

further progress quite ¢ifficult if substantial capital is needed.

Several ceveloping nations will find it disproporticnctely
axpensive to undertske sny or all of the activities which ave essential
+o a sound promoticn program for soliciting foreign private investrant,
This is not only boceuse they do not have the expertise required for the
tock but also because ceveral ccpital exporting countrics have to be
(omred. This is, perhaps, the strengest single reason in .favou:' of
cieating an international Investmont promotion sarvice organisation
under the sueplces of UNIDO. ‘The following are som arces in which
‘%.:':iIBc can render advice and assistance most economically and

compatently. 4

' (more...)

T




ellle

aov'en nnd anoiatemes on noidanasl Instdimsiens aegd nroTs ST s

......

h 3

.
.IQ

ae developing nations noed to sot up internal institutions
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pIavate eatrepranours and cssocictions, to
provide cupport to thelr foreign offices, if cmy, and to suppoert and
cemplement tha efforts of UNIDO ftcelf, UNIDO eoa sdvise cnd assist

in sétting up the right type of national instituticas. %This oy include
the training of staff and the supply of oxnert zdvisers for shont

periods, assistanee in the prepeoration of promoticn material ond:

L]

advise on the need to hold m2etings ond seminars in capital-axporting

countiries.

An im;:or_‘cant area in which UNIDO can make a contribution is
to idantily industrial sectors which, with the holp of forcdion
tecinology could lead to tne most ceonomical exploitation of a
¢evaleping natien's natural resocurces and in particuler industrisl
promems which, through‘ iaternational co-operation gnd Investaent, oo
8dd sicnilficently to the developing naotion's expart earainzs.” With
techtiology, tinuaus],y moking lahour—g;ensiva"o:s&aﬁm increceingly

ngeensale in high inecm countrics, thore will be more cnd more ficlds

in which developed nations cam banefit from arrcnging primory and
intermadiate product mppﬁec from developing nations. UNIDO will be par:i-
cularly suitad to eMoit the cocperation of daveloped nations in this
task. . S

(more...)
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Joreion Iavesters feen cdvomeed netlons empley quite
sepidoticated woans of exomining Invastmont noscibilities in icss
covelepad countrles. Wnfla thoy weleone sraticties cad Informasica
guppliad to thom in recdy-mada form, they comerally prefer to make
thelr owa spprailsals in rogerd to demand, masketing prcblems, raw
materlad cupplias, coscts of constructicn and opoerction cnd the
additional investmants that moy become nacescary fo olff-site
facilitices cuch as water supply, cra:fnase. pouas cennoctions cia.
S3sides, invastors o3 govaernad Ly corplox comsiderstions having to
do with thair Governmant's policy at home and chroad, the moncyv market,
the comparative marits of Lforoign-based production %o supply homo demand,
ete. All thece facters, affecting differmt counirias in difforcnt
degees, go to make up an investor's mind. Ax important function df
1220 con be to help developing nations to meet the foreimm wvactér'o
gppraical stondards 23 closcly os possible with a view to quick
Coelsion~niking by them. This organisation, with knowlelge of

'
practices followad in differont cgitaleoxporting countries, osn evolve
" {a) wost desircble 3nd b) minfcmm stendards with recject to
each country wiidch the developing nations should canform to in proparing & . -«
. project Lrzmowork. j .

Daschiner fonaimm invostors.

USIDO ocn assist devoloping oountries to got into tcuch with
tho most likely scurces of copital ond technology in a given field,
with the minimum of wasted effort. It can Cevelop datailod data in
its {iles on varicus aspocts of this fmportant but éifficult process.

A TS YO
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duonz selevant gspects are the specific sectors of tecizolory iInm
wiich foreirn corporaticns are generally willing to part with thole
Kiow=licw, coctors which gre monopolics or near menonolies cnd which
need greater ineccntdves, detelled listing of covporcticns undey these
sactors, tha oxtent of their interest in in‘tem‘ational oparaticns,
prdlerencas of investors Jor investmont gs distinet {rom technical
collaboration and thoir favoured conditions.

As dovelcping countries themselves differ in tholr stages
of cavalopment, possibilitics of axchange of eapital znd know=howbetween thy |
will become lorgesr Iin the noxt fow years. Thera will ba many .
sactors of less-sophicticated industry in wich know=how can ba
seensferaad at rolatively less cost from a daveloping ecuntry than
foom a davelojed country. UNITO can davelep data on industriss of
tais kind and make recommandations for cooperation ameng developing
countries themselves. lhere noccssary, it ccn also recommand financing

of such projects with the halp of international fingnoing fnstitutions.
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