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CHAPTER 1.
EXECUTIVE SUMMARY

By any measure, a vast majority of observers view the India market and its one billion plus population as presenting lucrative and diverse opportunities for U.S. exporters.   Whereas many of the world’s traditional markets are saturated, India’s infrastructure, transportation, energy, environmental, health care, high-tech, and defense sector requirements for equipment and services will exceed tens of billions of dollars in the mid-term.  Construction of nearly everything from airports to container ports to teleports, together with a $10 billion countrywide road construction plan, is setting the stage to remake India.  India’s GDP growth is expected to top 6 percent this year, making it one of the fastest growing economies in the world.  Following national elections in 2004, economic reform is expected to accelerate, which will fuel even higher growth.

This growth and India’s progress in reducing poverty are already leading to a rapid expansion of India’s current 200-million-strong middle class and the growth of a huge consumer society.  Approximately 2 percent of Indians have a per capita income in excess of $13,000, which translates into a segment of 20 million relatively well-off consumers.   Another 8 percent of Indians have a per capita income of more than $3,500, or about 80 million people; and more than 100 million Indians have a per capita income in excess of $2,800.  This growing middle class, the 2 million non-resident Indians in the United States, and the 70,000 Indians now in U.S. universities are expected to create a strong demand for U.S. consumer goods in particular.   

Already, sales of American goods and services, after years of stagnation, are up 25 percent over last year at this time. We expect this to jump as the GOI makes its way down the reform and deregulation path, and as U.S. business increases its awareness of the growing opportunities in India.  Foreign capital also is paying attention to India: international portfolio investors have poured nearly $5 billion into India thus far this year, up from just $763 million in 2002.  Meanwhile, Indian firms are investing heavily in production facilities, which means huge opportunities for American companies.  According to the American Chamber of Commerce in India, a majority of U.S. firms with a presence in India are reporting double-digit year-on-year growth, and all indications are that we will see a doubling of Mission-assisted export stories over the next twelve months.

Business in India’s regions is booming.  Mumbai, Chennai, Ahmedabad, Bangalore, Calcutta, and Hyderabad are expected to play an increasingly critical role in trade and investment relations between India and the United States.   Currently over 50 percent of production and research is occurring in southern and western India, compared to just 15 percent in the north, according to the Confederation of Indian Industry.  By 2009, the south and west will have grabbed 60 percent.
The 50-million population Ahmedabad-Gujarat region is a leading Indian industrial belt and a primary destination for foreign investment.  American SME’s are showing strong interest in this area, the ancestral home for over half of all non-resident Indians in the U.S.  Bangalore-Karnataka, the nerve center of the high-tech and IT sectors, is showing explosive growth.  Many consider Bangalore to be the fastest growing city in Asia.  It is the home of several leading scientific and technical institutions, and key IT and defense entities --- all priorities for American exporters.  Hyderabad-Andhra Pradesh has been a must-visit destination for a steady parade of leading American executives as well as President Clinton.  A booming biotechnology center and IT hub comprised of many U.S. priority export sectors, it is, like Bangalore, the location of choice for a large number of U.S multinationals. Hyderabad is the 4th fastest growing city in the world.

Ranked on the basis of estimated Indian imports from the U.S. for 2003, the best prospects for U.S. exports are in telecommunications equipment; education services; computer and peripherals; electrical power generation, transmission & distribution equipment; pollution control equipment; oil and gas field machinery; computer engineering software and services; mining industry equipment; medical equipment; process control; defense industry equipment; textile machinery; airport & ground support equipment; safety and security equipment; machine tools; food processing & cold storage equipment; and renewable energy equipment.  The most promising investment opportunities exist in healthcare services, retailing and biotechnology.

Doing business in India calls for a careful analysis of consumer preferences. New business must address issues of sales channels, distribution and marketing practices, pricing and labeling and protection of intellectual property.  With the gradual opening up of the market, U.S. exporters will find strong interest from potential representatives and distributors for a broad range of products. For defense sales, caution must be exercised to ensure that Indian laws are fully observed. Indian government procurement practices and procedures are not always transparent or standardized, and may discriminate against foreign suppliers. But they are improving. 

U.S. companies, particularly small and medium-sized enterprises, need to consider that India is composed of a number of hundred million-plus consumer and manufacturing market segments that must be approached locally.  Any one of these diverse markets far exceeds the consumer populations of many countries.  Good localized information is a key to success in such a diverse country.  Our posts in Mumbai, Chennai, Ahmedabad, Bangalore, Hyderabad and Calcutta provide indispensable local information and advice and are well plugged in with local business and political leaders. 

A foreign company or individual can establish business operations in India through a subsidiary or a joint venture with an Indian partner.  A liaison, project or branch office can also be used as a vehicle to do business. India has policies that encourage investment in certain industries on a priority basis.  There are prescribed limits on the degree of foreign investment in other industries, while still others are reserved for the public sector, the small-scale sector, or are subject to compulsory licensing.   U.S. direct foreign investment flows into India have declined to $280 million in 2002 from a peak of $430 million in 1999.  This has been due in large measure to FDI limits in certain industries, as well as regulatory restrictions.

Indian tariffs have been reduced progressively since the early 1990’s.  The peak tariff rate announced in the 2003 budget was reduced to a maximum of 25 percent, with a few exceptions.  The budget also committed the GOI to a phased reduction in duty rates in accordance with WTO guidelines.  Import duties are quite product specific and may be altered by notifications that are issued throughout the year. American companies are advised to verify the relevant rates for their products.

There are no restrictions on remittances for debt service or payments for imported inputs.  Dividend remittances are permitted without approval from the Reserve Bank of India. The Reserve Bank’s approval is required to remit funds from asset liquidations.  Foreign partners may sell their shares to resident Indian investors.  Global Depository Receipts and American Depository Receipts proceeds may be retained without restrictions.  Up to $1 million may be remitted for transfer of assets into India. 

U.S. exporters can utilize trade and project financing and insurance from the U.S. Export-Import Bank.  U.S. investors should contact the Overseas Private Investment Corporation for further information about project financing and insurance availability.  The U.S. Trade & Development Agency also provides funding to assist U.S. exports.  

The Reserve Bank of India predicts that GDP growth for the fiscal year ending March 31, 2004, will be “significantly” above 6 percent.   Some private-sector analysts have put GDP growth during the same period at 6.8 percent.  This would be a recovery from the drought-depressed 4.3 percent growth in the previous fiscal year.  India’s economic fundamentals in 2003 appear strong:  there is a rebound in industrial production, foreign exchange reserves topped $88 billion in October, the current account is in surplus, interest rates have fallen, inflation is between 3-4 percent, and merchandise exports topped $50 billion in 2002 (and continue to grow).  

On the negative side, many observers say that the Government lacks a clear vision on structural reform, and that follow through on previous reforms has been uneven.  Industry still is hampered by poor infrastructure, regulatory and foreign investment controls, the reservation of key products for small-scale industry and labor market rigidities.  Despite a decade of economic reform, the government still has a heavy hand in many key aspects of the economy.  Observers say that without a strong push from the Government on economic reform, there is little prospect that it will achieve the 8 percent annual GDP growth targets in the Tenth Five Year Plan (2002-07).   The IMF and World Bank have said that the combined fiscal deficit of the Central and state governments, now over 10 percent of GDP, is a serious problem that could hinder future economic growth.    

Inadequate national infrastructure has long hampered economic growth.  Nonetheless, measures have been introduced to remedy these shortcomings.  A national four-lane highway system is being constructed, and telecommunications networks are being built out rapidly.  Progress is being made in gradually restructuring the county’s problem-plagued power sector, and steps are being taken to place some ports and airports under private management.


The Indo-U.S. relationship is in the midst of a remarkable transformation.  There are converging national interests on an array of issues, including the global war on terrorism, the reconstruction of Afghanistan, and non-proliferation and disarmament.  In addition to the vast increase in economic interaction in information technology, the U.S. and India are cooperating in space exploration, high technology, and civil nuclear energy.  Given the remarkable and growing business opportunities in India, notwithstanding the obstacles to doing business in the world’s largest democracy, U.S. firms wishing to remain competitive should not underestimate the strategic importance of developing India as a key customer.

CHAPTER 2.  ECONOMIC TRENDS AND OUTLOOKPRIVATE 

-- Major Trends and Outlook

-- Macroeconomic overview and principal growth sectors

-- Government’s Role in the Economy 

-- Balance of Payments

-- Adequacy of the Infrastructure System

-- Regional Economic Integration
MAJOR TRENDS AND OUTLOOK

Overview:  Observers expect India’s economy to grow between 5.8 percent and 6.2 percent (nominal) for the fiscal year 2003-04 (which began on April 1, 2003), a recovery from the drought-depressed 4.3 percent growth in the previous fiscal year.  Although GDP growth is respectable in relative terms, many observers say that the economy continues to under perform its potential.   By comparison, India experienced several years of 7-7.5 percent growth in the mid-1990s.  But after 1997, average GDP growth decelerated as the economic reform program lost momentum.   Observers say that unless the Government moves forward on its so-called “second generation” of economic reforms, it will have little prospect for achieving the 8 percent annual GDP growth target set out in the Tenth Five Year Plan (2002-07).   With GDP at $ 500 billion, India is the world’s 12th largest economy.  

Positive factors: The economy in 2003 has been marked by a rebound in industrial production, foreign exchange reserves hit historic highs ($84 billion in July), a surplus on the current account, low interest rates, benign inflation, and merchandise exports of over $50 billion.  In mid-July, wholesale prices rose about 5 percent, compared to 3.4 percent for the corresponding week in 2002.   

Historically, India has been relatively immune to regional and global economic shocks.  The 2003 war in Iraq left no discernible effect on the economy.   Nonetheless, India has slowly become more integrated in the world economy, as illustrated by continued growth in both exports and imports, and inflows of both FDI and foreign portfolio investment.    

Negative factors: A key factor is the slow down in economic reform.  Many observers say the Government lacks a clear vision on structural reform, and that follow up has been spotty.  In one example, the privatization program stalled in September 2002, and no state-owned business was sold until June 2003.  Many foreign investors still perceive India as a difficult business environment.  Although the average level of tariffs has declined significantly since the early 1990s, they are still about 30 percent, among the highest in the world.   
Industry still is hampered by poor infrastructure (see below), regulatory and foreign investment controls, "reservation" of key products for small-scale industry, labor market rigidities, and lethargic management. 

However, the most troublesome problem in the near-term outlook is the growing fiscal deficit.  For the year beginning April 1, 2003, the central Government projects a deficit of 1.44 trillion rupees ($31 billion), or 5.6 percent of GDP.  That compares to a deficit of 5.9 percent of GDP for the year earlier.  (Note:  the deficit targets include privatization receipts, which the Government treats as revenue).  State government financing is also troublesome.  The combined central-state government deficit is estimated above 10 percent of GDP.   However, in July Parliament passed the Fiscal Responsibility and Budget Management Act, which seeks to eliminate the deficit in current expenditures by 2007-08.   

Economic Outlook: As noted above, GDP growth is expected to recover to the 6 percent range in 2003.  There is little prospect for renewed inflation, and exports are expected to grow 12 percent over last’s year’s performance.  Industry is expected to grow at 5 percent and services sector at 7 percent in 2003-04.  Economic reform will continue to move forward at a slow pace.

Business in India’s regions is booming.  Mumbai, Ahmedabad, Bangalore, Calcutta, and Hyderabad are expected to play an increasingly critical role in trade and investment relations between India and the United States.   Currently over 50 percent of production and research is occurring in southern and western India, compared to just 15 percent in the north, according to the Confederation of Indian Industry.  By 2009, the south and west will have grabbed 60 percent  

The 50-million population Ahmedabad-Gujarat region is a leading Indian industrial belt and a primary destination for foreign investment.  American SME’s are showing strong interest in this area, the ancestral home for over half of all non-resident Indians in the U.S.  Bangalore-Karnataka, the nerve center of the high-tech and IT sectors, is showing explosive growth.  Many consider Bangalore to be the fastest growing city in Asia.  It is the home of several leading scientific and technical institutions, and key IT and defense entities --- all priorities for American exporters.  Hyderabad-Andhra Pradesh has been a must-visit destination for a steady parade of leading American executives, as well as President Clinton.  A booming biotechnology center and IT hub comprised of many U.S. priority export sectors, it is, like Bangalore, the location of choice for a large number of U.S multinationals. Hyderabad is also the 4th fastest growing city in the world.
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PRINCIPAL GROWTH SECTORS

By any measure, a vast majority of observers view the India market and its one billion plus population as presenting lucrative and diverse opportunities for U.S. exporters.   Whereas many of the world’s traditional markets are saturated, India’s infrastructure, transportation, energy, environmental, health care, high-tech, and defense sector requirements for equipment and services will exceed tens of billion of dollars in the mid-term.  Construction of nearly everything from airports to container ports to teleports, together with a $10 billion countrywide road construction plan is setting the stage to remake India.  India’s GDP growth is expected to top 6 percent this year, making it one of the fastest growing economies in the world.  Following national elections in 2004, economic reform is widely expected to accelerate, which will fuel even higher growth.

Agriculture: Agriculture is about 25 percent of GDP and employs 65 percent of the work force.  India has one of the largest agricultural sectors in the world.  The central Government maintains a costly price support system for wheat and rice, and also subsidizes fertilizer.  State governments provide farmers with free or subsidized electricity and irrigation water.  The cumulative effect of these interventions has been to distort prices, planting patterns, and marketing.  For example, because of price supports the Government's strategic stocks of wheat and rice were 39 million tons in June 2003 (after exporting 20 million tons), but lower than 65 million tons as of May 2002.  Critics say much of those stores are wasted by spoilage. There is a shortage of warehouses and cold storage facilities.  Road, telecommunications, and other infrastructure are inadequate in rural areas.  The failure of the monsoon in 2002 resulted in a 3.2 percent decline in agricultural production, against the 5.7 percent rise in 2001-02.  The Agriculture Ministry expects the national food grain harvest to reach 210 million tons in 2003, up from the 183 million tons in the drought-depressed 2002.

Industry:  
The industrial sector, about 25 percent of GDP, is dominated by large, inefficient 

public sector companies.  Even in the private sector, manufacturing tends to be dominated by family conglomerates, where management can be lethargic.  The public and private sectors are evenly weighted, each accounting for about 45 percent of gross industrial sales, with the remaining 10 percent attributed to foreign-owned operations.  Some 600 products are set aside for small-scale industries exclusively, a restriction that hampers industrial efficiency.  Business confidence showed a modest improvement in 2002 compared to a year earlier.  A strong recovery in the manufacturing sector helped push up industrial growth to 5.8 percent on a yearly basis, up from the 3.3 percent annual growth in 2001-02.  The production of capital goods registered a growth of 10.4 percent in 2002-03, compared to a negative growth of 3.4 percent positive growth in 2001-02. 

Oil: India is the world's 8th largest consumer of oil.  Its domestic oil industry has recoverable crude reserves of 5.4 billion barrels.  Crude oil production was about 33 million tons in 2002-03, a 3.3 percent increase from the year earlier.  At current production, known reserves are expected to last 21 years.  Consumption of petroleum products has risen 5-6 percent yearly for the last two and a half decades and is expected to grow to 3.2 million billion barrels per day, from 2 million billion barrels per day in 2002.  India had net oil imports of over 1.2 million billion barrels per day in 2002.  About 61 percent of India's total oil needs come from the Middle East.   Current refining capacity is expected to grow more than 50 percent by 2025.  State-owned oil companies contribute almost 25 percent of the total government revenue.  The Oil and Natural Gas Corporation is the biggest producer, but private sector/joint ventures have recently entered the scene.  They now account for about 12.5 percent of total production.
Services (trade, tourism, banking, transport and communications) comprise slightly more than 50 percent of GDP and have greatly benefited from the decade-old process of economic liberalization.   In general, services have been the driver for GDP growth, but the quality is subject to question because of the large government services component.  Observers expect services to grow 7.5 percent in fiscal year 2003-04.  They grew 7.1 percent in 2002-03, compared to 6.8 percent in the previous year.   Telecommunications and software services are two of the fastest growing segments of the economy (see Infrastructure below) followed by house financing.  Financial, insurance, and business services grew 6.1 percent in 2002-03 compared with 4.5 percent in the previous year.  The following are summaries of other key service industries: 

Banking:  State-owned banks control 80 percent of the banking system's total assets.  Foreign and private domestic banks are relatively small players.  The system is characterized by a high level of bad debts; political interference in the form of "directed lending;" over-regulation; poor services and management; weak profits and under capitalization; opaque or non-existent credit-rating policies; competition from post-office savings schemes; and barriers to entry to foreign investors.  The equity ceiling for direct foreign investment in private banks is 49 percent; however, the limit on foreign ownership in public-sector banks is capped at 20 percent.  Foreign banks may set up subsidiaries as an alternate to branches of the parent company.   Non-performing loans in the banking industry are estimated at $15 billion.

PRIVATE 
Insurance:  India’s population of more than one billion and the low rate of insurance penetration have lured foreign investors into the insurance industry.  Life or health insurance covers less than two percent of the population.  Indians save about 25 percent of their incomes, but less than five percent of savings is put into insurance.  Nonetheless, the market has begun to expand. Several private players have formed joint ventures with foreign insurance companies.  FDI in the insurance industry is capped at 26 percent of equity.  Increasing that cap would help deepen India's capital markets.

Pension:  The government is set to begin opening up domestic pension fund management by permitting the entry of global fund managers to participate in a restructured pension scheme for new government entrants and workers not covered by insurance.  It is expected that an interim Pension Regulatory and Development Authority will be established in late 2003. 
Healthcare:  India’s healthcare industry, about 5 percent of GDP, is a $15 billion business.  Its strengths include low costs and a large trained labor pool of healthcare professionals.  Although health insurance coverage is low, per capita spending on healthcare has been rising.  This increased demand has created a national shortage of hospital beds.  A WHO report states that India needs to add 80,000 hospital beds each year to meet the demand of its population.  The Government permits 100 percent FDI in hospitals and other healthcare activities (see the Investment Climate Statement).

Pharmaceuticals:  India has 20,000 drug manufacturers, accounting for nearly 3 percent of GDP.  The industry is dominated by the private sector (only five state-owned companies manufacture drugs).   Over 60 percent of India’s bulk drug production is exported.  Imports are generally limited to a small number of life-saving and newer drugs.  A weakness in this sector is the lack of effective legal protection for product patents.  The unauthorized local production of patented products is widespread.  Several multinational drug companies import bulk drugs from the parent company and process them for the local market.  India is self-sufficient in terms of formulation technology, including those for sulpha drugs, vitamins, hormones and a number of new synthetic drugs.  India is home to the largest number of pharmaceuticals plants (61) approved by the USFDA outside the U.S.  The Indian pharmaceutical industry is expected to grow from $6 billion to $25 billion by 2010 under threat from multinationals. 

Broadcasting:  The rapid growth in recent years of India's cable TV industry illustrates the power of a liberalized regulatory regime.  India has some 79 million TV sets, of which 38 million are connected to cable TV (about 209 million viewers).  There are more than 30,000 cable operators, many of them family-run establishments.  The industry's revenue is estimated at 57 billion rupees ($1.17 billion) and is growing 10-12 percent annually in terms of declared revenue.  Non-cable TVs receive programming from the three state-owned Doordarshan channels, compared to 90 channels available by cable nationwide.  In mid-2003, the industry was thrown into confusion by a controversial plan to introduce set-top decoder boxes into the market.  Cable TV represents a large potential for broadband Internet connections to the home.  A few cable operators have already begun to offer such service.  Direct-to-Home TV broadcasting is permitted provided investment from all sources is limited to 49 percent (maximum FDI component 20 percent).  All TV News channels are required to uplink from India.  Direct-to-home digital satellite radio broadcasting was launched in 2002, with direct foreign investment capped at 49 percent.  Radio programs reach 98 percent of the population, with the state-owned All India Radio being the dominant broadcaster. The sector is opening up to the private sector and several privately owned FM radio operations are now in business.  The FM radio industry has advertising revenues of about 1.6 billion rupees ($33 million).  

Software services: The software industry is one of the fastest growing sectors of the economy, employing about 650,000 people and contributing about 2 percent to nation's GDP.  The industry is expected to grow to  $41.6 billion industry in 2006 from $15.8 billion in 2002.  Some 700 software companies export their services.  Exports are currently growing faster than the industry as a whole (they were $9.5 billion in 2002-03), and have helped India to maintain its current account surplus. The share of software, in India’s export basket, has risen to 20.4 percent from 4.9 percent in 1997.  The domestic IT market is relatively small, at $2.6 billion, and is driven by large companies.  Growth in the domestic market fell from 18 percent in 2001-02 to 13 percent in 2002-03, largely due to a slowdown in spending by the manufacturing and banking sectors.
PRIVATE 
GOVERNMENT'S ROLE IN THE ECONOMYtc  \l 1 "GOVERNMENT ROLE IN THE ECONOMY"
Despite a decade of economic reform, the Government still has a heavy hand in many key aspects of the economy, as illustrated by the following:

-- The public sector: the central government owns at least 250 companies, and state governments own many more.  They dominate many industries, especially banking and infrastructure, receive preferential policy treatment, and hamper private investment.  Studies have shown that the rate of return on capital is negative for many state-owned companies.  The Government's privatization program has made some progress, but much more needs to be done.


-- Regulation: despite liberalization, many industries are still heavily regulated, which skews incentives and promotes inefficiencies.

-- India's 28 states may tax goods "imported" from other states.  In principle, the power to tax 

inter-state commerce fragments the economy, especially trade in agricultural goods.  The Government has sought to simplify the tax structure by introducing a nation-wide Value Added Tax.  Disparate internal levies on commerce have long made India’s tax system opaque, and have been cited as a factor impeding economic growth.  The Government had set April 1, 2003 as the launch date, but it has been postponed indefinitely because not all of India’s 28 states made the necessary preparations for the transition.  The episode marked the third consecutive year that the Government has been required to postpone the planned launch date because of a lack of consensus on modalities with the state governments.

-- Free electricity and irrigation water for farmers distort true agricultural costs and has led to the uneconomic cultivation of rice and wheat.

-- Some 600 goods are "reserved" by law for "small-scale industry."  This has hampered local firms, such as in textiles and toy making, from developing economies of scale, marketing techniques, and exploiting foreign markets.

-- Directed lending.  The central government requires all banks to make 40 percent of their loans to identified groups, such as farmers and small businesses.  In principle, this means the nation's stock of investment capital is not efficiently employed.

-- Even though the power-generation business is open to private companies, individual state electricity boards were the only sole legal buyers of electricity until 2003.  Many of them are insolvent.  Large industrial companies have increasingly opted out of the national grid in favor of their own captive power-generation units.   Government reform efforts are now centered on power transmission and distribution.

-- Railroad freight tariffs have long been used to subsidize passenger rail traffic.  These higher rates have re-directed freight onto the nation's inadequate road system. 

Budget:   The fiscal year begins April 1.  As noted above, the central government has been struggling to rein in deficit spending.  High fiscal deficits have constrained growth and result in higher borrowing costs.  A large portion of the fiscal deficit goes to finance public consumption, crowding out public investment.  Tax shortfalls and optimistic assumptions on GDP growth are two factors accounting for the deficits.  While the GOI has cut some non-essential expenditures, food and fertilizer subsidies continue to grow.  Defense is about 14.9 percent of the budget.  Contingent liabilities, including funds owed by state electricity boards, state-owned bank re-capitalization and under-funded pensions are a potential fiscal problem.  Cumulatively, they may be as large as 61 percent of GDP.  

Faced with a low tax-to-GDP ratio, the Government is stepping up efforts to broaden the tax base.   Still, the political pressure to roll back tax increases remains high.  Other means for improving the fiscal situation include increasing user fees and accelerating the pace of privatization.  The Government records privatization receipts as a form of revenue, an accounting device that masks the size of the deficit problem.  The budget has set a target of $2.8 billion from privatization receipts this year. 


Major features in the 2003-04 budget that affect U.S. business interests in India include the following:

-- The budget lowers the tariff rates on several items.  Some of the reductions fulfill commitments to WTO bindings on products such as raisins (105 to 100 percent), liquor and spirits (182 to 166 percent), and electronic components covered by the Information Technology Agreement.

-- Pharmaceuticals and Biotech: All drugs and materials imported (or produced locally) for clinical trials and research and development are exempt from tariffs and excise taxes.

-- Duty on fiber optic cable dropped from 25 to 20 percent and specialized materials used in its manufacture from 30 to 15 percent.


--The Ministry of Finance is expected to simplify the excise tax structure by introducing a 3-tier system of 8, 16, and 24 percent for most products. 

-- Tax rate on services increased from 5 to 8 percent and were expanded to cover 10 new services, including business auxiliary services, commercial training, franchising, technical certification and testing and foreign exchange.  IT enabled services that fall under the business process outsourcing rubric is included in the expanded net. 
Trade Policy: The Government in 2002 announced a plan to introduce a two-tiered rate structure of 10 percent (intermediate goods) and 20 percent (finished goods) by 2004.  In the 2003 budget, the GOI followed through on its pledge to continue the process of reducing its customs duties with a 5 percent decline in the top tier rate to 25 percent.  Tariff levels are set to come down moderately and should reduce the trade-weighted average tariff faced by U.S. products to 15.8 percent from the current 17.6 percent.  Agricultural products, however, were generally excluded from tariff breaks. 

Monetary policy: In general, the Reserve Bank of India has been pursuing an accommodative monetary policy.  Benchmark interest rates are 11.5 percent in 2003, compared to 12 percent in 2002.  Nonetheless, the large fiscal deficits (see above) complicate monetary policy.  The higher borrowing needs of both the central and state governments have not caused an increase in interest rates because of ample liquidity in the banking system. 

Disinvestment:    India raised $708 million in privatization proceeds in 2002-03.  In June 2003, India’s stalled privatization program got a boost with the successful sale of equity in Maruti Udyog Limited, the country’s largest car manufacturer.  Some 30 companies are on the privatization block this fiscal year. The Government has set a target of $2.8 billion for privatization receipts for FY 2003-04.  

Competition Policy: Parliament enacted the Competition Act in December 2002, which establishes a new regulator, the Competitive Commission of India, which is charged with oversight of market competition practices.  For many decades, Indian law inhibited local companies from growing in size, thus putting them at a disadvantage with large multi-nationals.  The new law does not put limits on growth in size, but will ensure that competitive practices are maintained in the marketplace.

BALANCE OF PAYMENTS 
Balance of Payments: India has enjoyed a comfortable position on its balance of payments in recent years.  For the year ending March 31, 2003, India had a current account surplus of $ 3.7 billion, as compared to $0.8 billion a year ago.  These are the first two consecutive current account surpluses in 23 years.  The factors helping to sustain the current account surplus include the export of software services, private transfers (remittances), and reduction of the trade deficit.  

India had a merchandise trade deficit in 2002-03 of $12.5 billion.  Exports registered a robust growth of 19 percent in 2002-03 ($52 billion) against a decline of 0.4 percent during the previous fiscal year.  The government has set a target of 12 percent for the current year to $58 million.  Imports were about $61 billion, driven mainly by the surge in oil imports of 29 per cent.  Non-oil imports increased by 13 per cent during this period due to increased demand from domestic industry.  India ranks as the 22nd largest exporter of goods to the U.S., while the U.S. is the 28th largest exporter of goods to India.

Effective July 1, 2003, the Government adopted several accounting changes that will result in a recorded increase of FDI inflows.  The changes capture 14 types of business transactions previously not recorded as FDI, including a redefinition of reinvested earnings of foreign companies in India.  The changes are in keeping with IMF definitions of international accounts.   Under the new system,  FDI  inflows in FY 2002-03  were $4.7 billion, compared to the previously recorded inflow of $2.6 billion.  In addition, FDI in FY 2001-02 increased to $6.1 billion from $3.9 billion.  

Foreign Exchange Reserves: Foreign reserves at $84 billion at mid July 2003 are sufficient to cover 15 months of imports.  With that cushion, the government pre-paid close to  $3.02 billion of its external debt to the World Bank and Asian Development Bank in FY 2002-03.  In 2003 the Government has plans to retire additional external debt aggregating $3 billion.

The rapid growth in reserves was partly the result of a strong current account.  Higher exports together with increased NRI deposits have contributed significantly to the continuously expanding reserves.

External Debt: The total external debt is about  $105 billion, compared to $98.8 billion in March 2002.  The external debt-GDP ratio has improved gradually during the last decade, falling to 20.6 percent in December 2002 from 41 percent ten years earlier.  India has graduated from a moderately indebted country to the status of a ‘less indebted country’ according to a World Bank classification.     

Exchange rate: On October 29, 2003 the rupee traded at Rs. 45.3 to the dollar, a 4.9 percent appreciation over the same date in 2002. 
INFRASTRUCTURE 

Outlook:  Problems with the country's roads, railroads, ports, airports, power grid, and telecommunications hamper economic growth.  Nonetheless, a slow process of liberalization in these areas has been underway, including a more liberal environment for telecom and information technology, and greater roles for the private sector in ports and roads.

Power:  The state-run power sector is bedeviled with a very high level of transmission and distribution losses, with some states losing nearly half of produced power in the process of delivery.  Because of governmental intrusion, the industry is inefficient and unprofitable.  Although private companies may own and operate power generation plants, financially insolvent state electricity boards (SEBs) were, until 2003, the only legal purchasers of electrical power.  The electricity bill of 2003 allows for “open access,” where producers will be allowed to sell directly to consumers.  The inability of the financially weak SEBs to pay for the power purchased by them from Independent Power Producers (IPPs) has caused a slowdown in new investment in the sector by private companies.  In 2003, the Government enacted legislation further opening the sector to market forces.  Foreign investors appear to be leaving the sector.  Power shortages are common in many parts of the country.   The central Government is encouraging reform at the state level, offering state government financial incentives in exchange for power-sector reforms, such as universal metering of users.  Also see the Investment Climate Statement.

Roads:   With three million kilometers of roads, India has the world's third largest road network.  Half of the roads are not surfaced and only 58,000 kms. of highways are suitable for high-speed traffic.  National highways are 1.4 percent of total road length, but carry nearly 40 percent of the country's road traffic.   Road traffic is increasing 8-10 percent a year.  Eighty-five percent of the passenger traffic and 70 percent of the freight traffic will move by road by 2005 (compared to 80 percent and 60 percent, respectively, as recently as 1995).  An ambitious Golden Quadrilateral project, linking Delhi, Mumbai, Chennai, and Calcutta is scheduled for completion by 2004.  Other east-west and north-south corridors are expected to be completed by 2007, ahead of the target completion in 2009. 92 percent of villages with populations exceeding 1,500 have road connectivity; but only 37 percent of villages with less than 1,000 inhabitants are connected.

Railways:  Indian Railways, founded in 1851, is one of the world's largest networks. India has seven railway zones, operating a network of 63,140 kilometers, 25 percent of which is electrified.  Seventy five percent of the network is single track.  Narrow-gauge lines are being converted to broad gauge (about 70 percent of the system).  Indian Railways is the country’s biggest employer with about 1.54 million workers. Freight traffic in 2002-03 was 518.48 million tons, up 5 percent over the previous year.  The central government is trying to control the loss-making subsidy system in which high freight rates (about 67 percent of revenue) subsidize passenger traffic.  High tariffs for freight have caused the diversion of cargo onto the nation's inadequate road system.  The Government plans to spend $920 million on the Delhi metro rail system by 2007.  Asian Development Bank loans of $314 million are lined up for improving the efficiency and safety of India’s vast railway system.  

Ports:  Indian ports are struggling with inadequate storage space and out-dated handling equipment.  The country has 12 major ports, under the control of the central Government, handling 75 percent of foreign trade.  One of them, Ennore Port Ltd., is under private management.  The central government has opened up the following port activities to the private sector: leasing out existing assets, port construction, dredging, captive power plants, captive facilities for port-based industries, and supply and maintenance.  State governments are following suite with some 184 minor ports.  Most of the major ports operated above their design capacity until 2001-02, when newly added capacity (now about 344 million tons a year) exceeded the cargo handled (288 million tons). A $3.3 billion port expansion program is underway to increase annual cargo handling to 470 million tons by 2007.  Cargo traffic is increasing about 16.5 percent a year, and operational efficiency is slowly improving.  The average ship-turnaround time was reduced to 3.7 days in 2002 from 7.8 days in 1999.  However, ship idle times continue to be longer than the accepted norms.  A National Tribunal in the Ministry of Labor adjudicates port labor issues. 

Airports: India has 12 international airports (under central Government control) and 83 domestic airports (under state government control).   All but 10 of them are reportedly unprofitable, including the country's sole privately operated airport in Cochin.  The domestic airline market is growing faster than international traffic.  Domestic air traffic is expected to grow about 12.5 percent a year over the next decade, compared to the projected 7 percent annual growth for international traffic.  The four largest international airports are located in New Delhi, Calcutta, Chennai and Mumbai.  The GOI is exploring options for turning their management over to the private sector.   Unlike most international airports, which make 60 percent of their revenue from non-flight business, Indian airports remain heavily dependent on flight-related activities for earning revenue. This is due in part because many international flights depart India at night or in early morning darkness, thus leaving relatively few passengers in the airport halls during the day.  In south India, new green field airports are on the drawing board for Bangalore, Hyderabad and Goa.  The Government is finalizing the financial terms with the foreign companies that won the construction contracts.  The government has approved 49 percent FDI in ground handling at airports on a case-to-case basis. 

PRIVATE 
Telecommunications: Unlike some other infrastructure sectors, India's mobile phone industry has been built up entirely by the private sector, which has invested $6 billion in capital equipment into the market in recent years.  As a result, India today has a world-class cell phone system, although other aspects of the telecom infrastructure (fixed-line, e.g.) are still sub-standard. India’s telephone network including mobile is one of the largest in the world and the second largest amongst emerging economies.  By mid 2003, India had 16 million cell phone subscribers, with numbers expected to surpass 50 million before 2006.  India is adding one million mobile connections every month.  Industry experts foresee 40 percent compounded annual growth rate till 2007.   Mumbai is the largest market with over 17 percent of all subscribers.  Although one of the world's largest telecom markets with a fixed-line phone network of over 42.78 lines, India's telephone density of 5 phone lines per 100 persons is a quarter that of China.  More than 970 million Indians do not have access to a telephone. The industry regulator is the Telecommunications Regulatory Authority of India (TRAI).  Although the regulatory environment has improved, private telecom firms have raised concerns about TRAI's weak enforcement powers and about the apparent conflicts of interest arising out of the Government's ownership interest in some telecom companies.  A telecommunications Convergence Bill is pending in Parliament, which aims to bring telecommunications, information technology and broadcasting under the purview of one regulatory body.
Information Technology: The IT sector currently accounts for almost 2 percent of India’s GDP and according to Nasscom-McKinsey will account for 7.7 percent of India’ s GDP by 2008.  Although India has become a major player in international software outsourcing and services, internet and PC ownership penetration rates are very low.  India has about 3.5-4 million PCs, less than one-half a percent of population.  PC sales grew by 37 percent in 2002-03, after clocking an 11 percent negative growth in the previous fiscal year. The number of Internet connections has fallen to 3.8 million from 4 million (in December 2002), largely attributed to an increase in dial up access charges.  Internet cafes provide accessibility to millions of citizens who cannot afford the cost of a PC or the monthly Internet billing charge.  Despite these bottlenecks, India has abundant skilled manpower for virtually all types of IT-enabled services and a progressive info tech regulatory environment.  Its time-zone location is also an advantage to North American companies seeking outsourcing services.  Many Indian state governments offer special incentives to private companies to set up IT enabled services.  Privately owned ISPs may set up Internet gateways by both satellite and submarine optical fiber cable. India is transforming rapidly from a bandwidth deficient country to a bandwidth surplus country. 

Exports from IT-enabled services are likely to increase to $3.3 billion in 2003-04, up from $2.16 billion in 2002-03.

Regional Economic Integration

Other countries in South Asia are not among India’s top trading partners.  After military tensions with Pakistan escalated in December 2001, trade with that country virtually halted throughout 2002.  The two countries took tentative steps in 2003 to re-establish trade links.  Bus service between New Delhi and Lahore, discontinued in 2001, was resumed in July 2003.  Observers say that India-Pakistan trade routed through third countries may total between $1 billion to $2 billion yearly.  Two-way trade with Bangladesh, India's largest regional trading partner, is about $1 billion, 0.9 percent of India's total trade.  A proposal to link Bangladesh's large reserves of natural gas to the Indian market has been pending for years.  Two-way trade with Nepal and Sri Lanka is less than $1 billion each.  India is a member of several regional groupings, the most important of which is the South Asian Association for Regional Cooperation (SAARC), but the potential for greater regional cooperation has not yet been realized.  

By comparison, India's single largest trading partner is the United States, with two-way trade at about  $14 billion, or 12.6 percent of India's total trade.  Two-way trade with the EU is about $22 billion.  Two-way trade with China is expected to reach $5 billion in 2003, up from $1.8 billion in 2000.
CHAPTER 3.  POLITICAL ENVIRONMENT
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Nature of Political Relationship with the United States

The Indo-U.S. relationship is in the midst of a remarkable transformation.  Our two countries, politically and economically estranged for much of the latter twentieth century, now find that our national interests converge at a number of points. India and the U.S. collaborate on an array of issues where cooperation was insignificant to non-existent as recently as three years ago, including the global war on terrorism, the reconstruction of Afghanistan, and non-proliferation and disarmament.  Aside form the recent vast increase in economic interaction in IT, the U.S. and India are attempting to make progress in other areas where we can profitably cooperate: space exploration, high technology, and civil nuclear energy. The rapidly growing community of Americans of Indian origin, locally referred to as Non-Resident Indians (NRIs), has shaped Indian public opinion, producing a more sympathetic view of the U.S. than in times past.  Considering the vast numbers of students and IT professionals India sends to the U.S. every year, the shift toward a favorable perception of the U.S. will likely continue for the foreseeable future.  On both the official and the people-to-people level, cooperative interaction between India and the U.S. is resulting in an increasingly collegial political relationship.

Major Issues Affecting the Business Climate

The National Democratic Alliance (NDA) coalition government, led by the Bharatiya Janata Party (BJP), which came to power in 1998, inherited the economic reform policies initiated by the Congress Party government of Narasimha Rao in the early 1990s.  The BJP has eschewed the swadeshi (Made in India) ideology of its parent organization, the Rashtriya Swayamsevak Sangh (RSS), and proclaims its commitment to privatization (called “disinvestment” in India) and market liberalization.  However, groups on both ends of the political spectrum have pilloried the reform efforts, albeit for different reasons, and effectively brought the process to a standstill.  While the U.S. Embassy continues to advocate a second generation of economic reforms, the upcoming state level elections in November 2003 and national polls expected in 2004 will likely forestall any major progress for another six to twelve months or more.

Scholars frequently quip that the License Raj replaced the British Raj in India.  Since the mixed economy model brought the country to its knees economically in the late 1980s, support for reducing the amount of red tape inhibiting commerce has steadily grown.  The remarkable progress made by the East Asian economies, especially China, illustrates for Indians the imperative of creating a business environment conducive for the attraction of foreign investment.  While many senior government officials recognize this fact, the numerous bureaucrats who directly benefit from the proliferation of regulations and licensing requirements have successfully resisted surrendering their power.  Liberal-minded officials have prevented the over-regulation of emerging sectors in the Indian economy but the roll back of long standing regulations governing traditional industries will remain a slow and uneven process.   

As a corollary of excessive government regulation, corruption continues to plague Indian society.  Transparency International, an international NGO headquartered in Berlin and dedicated to reducing corruption in business and politics, placed India amongst the thirty most corrupt countries (73rd out of 102) in its 2002 Corruption Perception Index.  The Center for Media Studies in New Delhi recently conducted a study in which it found that nearly half of all those who avail themselves of services provided by government departments have had to pay a bribe at one time or another.  The Central Bureau of Investigation (CBI) registers hundreds of cases under the Prevention of Corruption Act each year but delays in the criminal justice system, up to ten years, minimize the impact of the CBI’s efforts.  While over a dozen states have appointed an ombudsman to investigate corruption charges, the problem remains as ubiquitous as the bloated Indian bureaucracy.   

Western businesspeople, in addition to contending with high corruption levels, have had difficulties protecting property rights in India.  The legal system makes it difficult to establish clear title, record secured interest, or even buy and sell real estate.  Copyright and trademark protection laws exist, but are poorly enforced and piracy of copyrighted materials is widespread.  While patent laws have been strengthened, the changes do not apply to drugs or agro-chemicals and provisions on compulsory licensing and exclusive marketing rights are unclear. However, India is a signatory to the Agreement on Trade Related Aspects of Intellectual Property Rights and a small but growing domestic constituency of Indian pharmaceutical companies, technology firms, and educational institutions favors improved patent protection.  The government has also drafted legislation to protect trade secrets, which Indian law currently does not protect, but has yet to introduce it in parliament.

Social unrest and the threat of war have, at various times, also cast a shadow over the business environment in India.  During 2002, tensions between India and Pakistan threatened to lead to war after terrorists attacked the Indian Parliament in December 2001.  Thousands of tourists and business travelers canceled plans to come to India fearing the potential of armed conflict.  While those tensions have subsided substantially following Prime Minister Vajpayee’s April 18 “hand of friendship” speech, low-level conflict, both conventional (artillery fire across the Line of Control) and unconventional (terrorist attacks), continues.  Unfortunately, Jammu and Kashmir is not the only Indian state plagued by violence.  Northeastern India struggles with a number of militant separatist movements, while Naxalite militants are active in central and eastern India.  Last year also saw Hindu/Muslim tensions flare up in the state of Gujarat, resulting in large-scale loss of life and destruction of property.  These dangers, however, have been largely limited to specific regions and have not resulted in wide spread disruption of the national economy.

Relations Between the Federal Executive and State Leaders

India is a federal system with a strong central government.  The Constitution lists state and concurrent powers, but provides the center with a capacity to intervene in state affairs and even to dismiss elected state governments and impose its own authority through "President's Rule." Under Prime Minister Indira Gandhi (1966-77; 1980-84), centralization of power increased dramatically, both within government and in the structure and operation of the ruling Congress party.   

With the rise of regional and caste-based political parties and the advent of coalition governments at the Center, this trend has reversed.  An increasing number of state governments are now seeking ways to improve state economies independent of the central government’s policies.  This has resulted in strong competition amongst states for domestic and foreign investment, which has widened the gap between the haves and the have-nots.  Progressive states such as Andhra Pradesh, Gujarat, Karnataka, Maharashtra and Tamil Nadu have been able to attract more investment than larger and more populous states such as Bihar and Uttar Pradesh, for example.  Uneven development has had a variety of negative consequences, however, as the most populous and economically backward states have worked to stall the nation’s reform process.  Meanwhile, economically successful states are pushing for even greater decentralization as local pressures make them increasingly unwilling to share their wealth.

Synopsis of the Political System

India is a multi-ethnic, multi-religious, federal republic of 28 states and 7 union territories.  The country has a bicameral parliament, including the indirectly elected Upper House, the Rajya Sabha (government assembly), and the directly elected Lower House, the Lok Sabha (people's assembly).  The judiciary is independent and the legal system is based on English common law. 

National and state legislatures are elected for five-year terms, although terms may be extended in an emergency and elections may be held early if a government is unable to maintain the confidence of Parliament.  In April 1999, the BJP-led government of Prime Minister A. B. Vajpayee (a 13-party coalition) lost a parliamentary vote of confidence by one vote.  Attempts by the primary opposition party (Congress-I), to form an alternative government failed, and President K. R. Narayanan ordered new national elections.  In the Lok Sabha elections in the fall of 1999, the BJP-led National Democratic Alliance (NDA – a coalition of 24 political parties) gained a majority.  Prime Minister Vajpayee's leadership is seen as having a calming influence in managing the complex politics of this diverse coalition.  Although the coalition has experienced walkouts by several allies, the government remains stable.  Barring a change in strategy by the BJP, Lok Sabha elections will likely occur in 2004.  In a major policy shift agreed upon in July, the Congress Party, India’s leading opposition party, accepted the need to enter into coalitions with other parties in order to unseat the NDA.  

Regional parties play an important role in the Indian political scene.  Only the Congress Party, which espouses populist economic policies domestically and continued adherence to the ideals of non-alignment internationally, boasts a truly national presence.  The BJP, which has its roots in Hindu nationalist groups based in Northern India, has strived to grow India’s economy and enhance its power internationally through pragmatic policies. However, the BJP has also been reluctant to enact economic reforms head on.  The Communist and other Leftist parties remain influential in West Bengal and Kerala.  The Bahujan Samaj Party appeals primarily to Dalits (formerly untouchables) and has little following outside Uttar Pradesh.  A variety of regional parties, such as the Akali Dal in Punjab, Dravida Munnetra Kazhagham in Tamil Nadu, etc., appeal to specific ethnic groups.  Given the fractured nature of the political landscape in India, coalition governments at the Center are likely to remain the norm for the foreseeable future.
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Steps to establishing an office

Overseas companies are required to obtain general or special permission of the Reserve Bank of India for carrying out any activity relating to agriculture or plantation. 

A foreign company or individual planning to set up business operations in India but choosing not to establish a subsidiary or to form a joint venture with an Indian partner, can do so by establishing Liaison, Project and Branch offices in India. Approval from the Reserve Bank of India (RBI) is required for opening such offices. Such companies also have to register themselves with the Registrar of Companies (ROC) within 30 days of setting up a place of business in India.

Liaison or representative office: Many foreign companies initially establish a presence in India by establishing a liaison or representative office that is not directly engaged in commercial transactions in India. Foreign companies usually open representative/liaison offices to oversee their existing business interests, to promote awareness of their products and to explore further opportunities for business and investment. A Liaison office is not allowed to undertake any commercial activity and cannot therefore earn any revenue in India. As no revenue is generated, there are no tax implications on the office in India.  Such offices are not allowed to charge any commission or receive other income from Indian customers for providing liaison services. All expenses are to be borne by remittances from the head office abroad. A foreign company establishing a liaison office cannot repatriate money out of India. 

India’s Foreign Exchange Management Act (FEMA) regulates the establishment and operation of a liaison office. RBI permission to establish liaison offices is initially granted for a period of 3 years and this may be extended. While registering with the ROC, along with the application form, the foreign company is required to submit copies of its memorandum and articles of association, its balance sheet and copies of any contracts that it has entered into in India. Under now-eased accounting requirements of the Department of Company Affairs, foreign companies with liaison offices in India will not be required to file a full balance sheet and a profit and loss account with the ROC, under section 594 of the Companies Act, 1956.

Branch Office: A branch office, like a liaison office, is not an incorporated company but an extension of the foreign company in India. A branch of a foreign company is limited to the following activities by the RBI: representing the parent company, as buying/selling agent; conducting research for the parent company, provided that research results are made available to Indian companies; carrying out import and export trading activities; promoting technical and financial collaborations between Indian and foreign companies, rendering professional or consulting services, rendering services in Information Technology and development of software in India, and rendering technical support to the products supplied by the parent/group companies. A branch office actually does business in India and is subject to tax in India. However, a branch office is not allowed to carry out manufacturing and processing activities either directly or indirectly. Under the Banking Regulation Act, 1949, opening of branches in India by foreign banks requires RBI permission. Remittances of net profits/surplus by Indian branches of such banks to their head offices abroad however, require prior approval of the Exchange Control Department of the Reserve Bank.

Also under the Indian Companies Act, prescribed documents need to be filed with the ROC in the state where the branch is situated, and also with the main office in New Delhi.  After initial registration, every year the accounts of the branch need to be submitted to the registrar of companies. The branch office is allowed to repatriate the profits generated from the Indian operations to the parent company after payment of taxes.

Project office: Foreign companies sometimes set up a temporary project office to undertake projects in India awarded to the parent company.  It is essentially a branch office set up for the limited purpose of executing a specific project. Approval for project offices is generally accorded for executing government-supported construction projects or where the projects are financed by Indian and international financial institutions and multilateral organizations. In exceptional cases, approval is also given for private projects. 

None of these entities are permitted to acquire immovable property without prior RBI approval. However, they are allowed to lease property in India for a maximum period of 5 years. 

There are some practical guidelines that new companies establishing offices in India should consider - identify the right decision-makers; keep these decision-makers and other key players briefed about your project; avoid getting into the land acquisition process from private sources; handle local labor issues carefully, because Indian laws essentially prohibit firing workers; and take the opposition seriously, whether it is local politicians or residents.

According to a detailed survey sponsored by “Business Today” and undertaken by Gallup-MBA (India), the most important parameters in choosing a location in India are: (1) physical infrastructure; (2) state government support and flexibility; (3) cost and availability of power; and (4) law & order situation.  Other factors to take into account include labor availability and cost; labor relations and work culture; and proximity to resources and/or markets. In the area of labor law, an employer with more than 100 workers cannot fire them without permission from a government labor commissioner -- something usually impossible to obtain.

Given the shortage of good commercial office space at reasonable prices in major Indian cities, business centers are a viable option for new companies wanting to establish a physical presence. Business centers are facilities that are ready to move in, wired for communications, and air-conditioned. Billing is normally done on a monthly basis.  For long-term use, discounts are generally available.  For selected industry sectors like software, biotechnology and automotive, many of the state governments are creating special Technology Parks.

State governments eager to attract investments to such locations often provide special support and incentives.  While some foreign companies have ventured into smaller cities, the numbers are increasing slowly. 

Given their large size in terms of population and middle/high income households, many foreign companies have traditionally focused on Mumbai and Delhi.  During the past decade or so, foreign companies have discovered other places to set up base, such as Bangalore, Chennai and Hyderabad.  Pune is also catching up fast, especially for software companies.

In western India, besides Mumbai there are many other cities that have good and acceptable infrastructure facilities. These cities include Ahmedabad, Surat,and Vadodara in Gujarat; Pune, Nashik, Ahmednagar, Nagpur, Aurangabad and Kolhapur in Maharashtra; Bhopal, Indore, Gwalior and Ujjain in Madhya Pradesh; and Panaji in Goa. Some of the major U.S. companies which are slowly spreading to these small cities include: GE Medical Systems, Johnson Controls, John Deere, Whirlpool, Parametric Technology Solutions, Lucent Technologies, Cirrus Logic, Amphenol Amphetronix, AT&T, BPL U.S. WEST, Babcox & Wilcox, Pizza Hut, Domino’s Pizza, McDonald's, Kimberley-Clark, SC Johnson, Schenectady Chemicals, Colgate Palmolive, General Motors, and Proctor & Gamble.

Creating a joint venture

A joint venture company is generally formed under the Indian Companies Act, and is jointly owned by an Indian company and a foreign company. This type of arrangement is quite common because India encourages foreign collaborations to facilitate capital investments, import of capital goods and transfer of technology. 

India is a market that requires a careful approach because mistakes can be quite costly and local entrepreneurs yield to no one in terms of business acumen. Once a decision to go with a joint venture is made, the following practical tips will be of use to U.S. firms: define each partner's roles and expectations because equality and trust will help keep partners together; experience is a key ingredient; there is no substitute for thorough research; and look at the long term.

A foreign company invests in India either through automatic approval by the Reserve Bank of India (RBI) or through the Foreign Investment Promotion Board (FIPB). Automatic approval by the RBI is available if the foreign direct investment in the equity of the joint venture company does not exceed 51 percent in Annexure III and IIIB industries; 50 percent in Annexure IIIA industries; and 74 percent in Annexure IIIC industries. FIPB approval is required for all investment proposals that are not eligible for automatic approval. The rules regarding equity limits are being constantly liberalized and revised.  

High-priority (Annexure III) industries: India has identified 35 industries (called Annexure III industries) where investment is sought on a priority basis. These 35 industries as defined by the Government in Annexure III to its statement on Industrial Policy of July 24, 1991, include: metallurgical industries; boilers and steam generating plants; prime movers (other than electrical generators); electrical equipment; transportation equipment; industrial machinery and equipment; agricultural machinery; earth-moving machinery; industrial instruments; scientific instruments; fertilizers; chemicals; drugs and pharmaceuticals; paper, pulp and paper products; heavy-duty rubberized and plastic products; plate glass; ceramics for industrial use; cement; high-technology reproduction equipment; carbon and carbon products; pre-tensioned high pressure RCC pipes; rubber machinery; printing machinery; welding electrodes; industrial synthetic diamonds; equipment for biotechnology applications; extraction and upgrading of minor oils; prefabricated building materials; soya products; high-yield seeds and live plants; food processing; food packaging; hotels and tourism; software development. 

Annexure III Part A: The following is a list of industries and items where approval for foreign equity up to 50 percent is automatic: mining of iron ore; mining of metal ores other than iron ore and uranium ores; mining of non-metallic minerals not elsewhere classified.

Annexure III Part B industries: The following is a list of additional industries and items where approval for foreign equity up to 51 percent is automatic. Manufacture of food products; cotton textiles; wool, silk & man-made fibers; water-proof textile fabrics; basic chemicals & chemical products except products of petroleum & coal; rubber, plastic, petroleum & coal products; metal products & parts except machinery and equipment; non-metallic mineral products; machinery and equipment other than transport equipment; land and water transport support services and services incidental to transport not elsewhere classified; renting & leasing; business services not elsewhere classified; health and medical services; tourism related industry.

Annexure Part C industries: The following is a list of additional industries and items where approval for foreign equity up to 74 percent is automatic: mining services; basic metals & alloy industries; manufacture of medical, surgical, scientific and measuring appliances and equipment; industrial process control equipment; meters for electricity, water and gas; laboratory and scientific equipment; photographic, cinematographic and optical goods; construction of electricity generation, transmission and distribution projects; construction of hydroelectric power and industrial plants; non-conventional energy generation & distribution; construction and maintenance of ocean and inland and water transport; refrigerated cold-storage and warehousing of agricultural products.

Industries reserved for the Small Scale Sector: About 850 items are reserved for manufacture by the small-scale sector. A small-scale unit is defined by an investment limit of $215,000 (Rs. 10 million) in plant and machinery. These industries and investment requirements may be revised from time-to-time. Ice cream, biscuits, farm tools, automobile component and corrugated paper and board have recently been de-reserved and opened up for manufacture by non-small scale units.  

Foreign equity in a small-scale undertaking is permissible up to 24 per cent. However there is no bar on a higher foreign equity holding if the unit is willing to give up its small-scale status. Non-small scale units can also manufacture items reserved for the small-scale sector. In cases where (a) a non small-scale unit and (b) a small-scale unit with foreign investment beyond the 24 percent manufactures small scale reserved item(s), an industrial license carrying a mandatory export obligation of 50 per cent of their production within a specified time frame is required. 

Industries subject to compulsory licensing: All industrial undertakings are exempt from obtaining an industrial license to manufacture, except for (i) industries reserved for the Public Sector, (ii) industries retained under compulsory licensing, (iii) items of manufacture reserved for the small scale sector and (iv) if the proposal attracts location restriction.

Industrial units exempt from obtaining an industrial license are required to file an Industrial Entrepreneur Memoranda (IEM) with the Secretariat of Industrial Assistance(SIA) in the Ministry of Commerce and Industries. 

Only six industries are subject to compulsory licensing in India. The need for licensing is attributed to safety, environmental and defense related considerations. The licensing authority in this case is the Ministry of Industrial Development and the industries are: distillation and brewing of alcoholic drinks; cigars and cigarettes of tobacco and manufactured tobacco substitutes; electronic aerospace and defense equipment of all types; industrial explosives including detonating and safety fuses, gun powder, nitrocellulose and matches, hazardous chemicals; and drugs and pharmaceuticals (according to the modified Drug Policy issued in September 1994). 

Industries reserved for the public sector: Some industries are reserved exclusively for the public sector. The following industries are not available for private investment unless a specific approval is obtained: arms and ammunition and allied items of defense equipment, defense aircraft and warships, atomic energy, and railway transport.

Foreign Investment Promotion Board: The Foreign Investment Promotion Board (FIPB) in the Ministry of Finance is a high-level central agency that deals and clears proposals for investment into India. The chairman of the Board is the Finance Secretary. Other Board members consist of the Secretaries in the Ministries of Commerce & Industries, and the Economic Relations Secretary in the Ministry of External Affairs. Other members can be co-opted from senior government officials, and professional experts from industry, commerce and banks, as and when required.

Applications are received by the FIPB through the Secretaries for Industrial Assistance (SIA). The SIA was established within the Department of Industrial Policy & Promotion in the Ministry of Industry. It provides a single window for entrepreneurial assistance, investor facilitation, processing of all applications that require Government approval, assisting entrepreneurs and investors in setting up projects (including liaison with other organizations and State Governments) and monitoring the implementation of projects. Applications can also be made with Indian missions abroad. Applications received by SIA are placed before the FIPB within 15 days of receipt. The Board has the flexibility to negotiate with investors. The FIPB's decisions are communicated by SIA, normally within 6 weeks of receipt of the application.

Investment in the following areas is expected to be accorded priority in considering investment applications: items listed in the automatic approval list, where conditions for automatic approval are not met; infrastructure; items with export potential; projects with large employment potential, particularly in rural areas; items which have a direct or backward linkage with the agricultural sector; socially relevant projects such as hospitals and life saving drugs; and projects which induct new technology or infuse capital. If the U.S. investor has written a comprehensive proposal, provided details, and the FIPB is fully satisfied that the investment meets India's industrial development goals, approval can be granted in as little as three weeks. Proposals that are badly formulated, do not meet FIPB goals, and invite objections on political, environmental or public health or welfare grounds are likely to be denied.

Use of agents and distributors

When a company wants to sell its products or services in India, before establishing a branch office or a subsidiary, it can enter the market by appointing a representative or a distributor. If the product has a wide market appeal, it would be appropriate to appoint representatives/distributors by region.

With the gradual opening up of the market in line with India's WTO commitments, U.S. exporters will find strong interests from potential representatives and distributors for a broad range of products.

In selecting a distributor, the following considerations are important: business reputation and business standing; business capacity and marketing strength; expertise and previous experience in the line; financial capacity and willingness to invest in the line; and creditworthiness. In addition, an ideal distributor should have the capacity to offer customers the required assortment of products and services and a willingness to extend credit. The distributor should be able to provide storage facilities, showrooms, shops, service workshops, sales staff and service commensurate with the expected volume of business.

U.S. firms should avoid the temptation to establish a relationship with a representative or distributor merely because this individual appears to be the most persistent or the most enthusiastic out of several candidates.  Many representatives appear to have excellent industry and customer contacts, but they may have little motivation to develop new markets or new customers. They may have developed and nurtured these contacts over time, and their primary interest in a distributorship will be to sell to these established contacts. It is important to gauge your prospective representatives aggressiveness in developing new networks and contacts.

Some potential representatives will provide long lists of foreign principals, covering dozens of products. Although such lists may seem impressive, some of them may be outdated, and some of the relationships may no longer exist. Further, representatives with many principals and product obligations could find it difficult to devote sufficient management and resources to support additional relationships. Companies should do their homework to ensure that their product will be strongly represented among the representative's product mix.

Many representatives will also highlight their widespread distribution network and countrywide presence. They will project a professional image, backed by well-qualified staff. Very often such representatives will leave the distribution of a new product or service to this network, without making any extra effort, because this approach has worked in the past.  Companies should make sure their prospective distributor is committed to actively promoting your product. 

Additional factors need to be considered before making a final choice of representatives or distributors. 

First, determine who the customers are and where in India these customers will make their buying decisions. A potential distributor that handles products similar or related to those of a U.S. firm need not necessarily be the best choice. Selected Indian firms have very effective distribution channels, and can offer the U.S. principal more by way of marketing savvy than mere product knowledge. Representatives with fewer principals and smaller operations can prove to be more adaptable and committed than agents with a large infrastructure and a large reputation. A small distributor could be ideal where a flexible strategy is called for. Also, avoid conflicts of interest where the potential representative handles similar product lines, as many representatives do. U.S. firms should decide up-front whether or not this will be acceptable in order to avoid complications later on in the process. By the same token, U.S. companies should decide if they need more than one representative. It is not uncommon in India to appoint multiple representatives for different products, locations or distinct markets. The U.S. firms should set up proper feedback systems so that the level of dedication in the venture remains stable.  

The U.S. firm should examine all distributor prospects and thoroughly research the more promising ones. Credit and reputation checks are easier, with a number of private organizations now providing these services in India. Even established, reputable distributors may tend to exaggerate their capabilities. 

One way of identifying suitable representatives is to look for distributors of complementary products. U.S. firms can screen unsolicited applications, seek any additional details needed, and see who responds best to your request for more specific information.

To gauge a representative's abilities, U.S. firms should evaluate the prospect in the Indian context. For example, rather than focusing on the decor of the office, consider address, as well as references from lawyers, accountants, and above all, existing clients. For technical products, a visit to the prospect's place of business is critical to ensure technical expertise.  The representative's general facilities, staff and experience should be carefully assessed. It is vitally important for U.S. firms to check the potential representatives reputation. This can be checked with local industry sources, industry associations, existing clients, bankers, other foreign companies and the prospect's competitors. These steps will ensure that selection of a representatives or distributor is not left to chance. After performing a credit check of the proposed partner, contract details can be negotiated and a memorandum of understanding or representative agreement can be finalized.

To identify agents and distributors, U.S. companies can take advantage of the International Partner Search (IPS) and Gold Key Service (GKS) programs offered by the U.S. Commercial Service through its seven offices in India. Details on these programs is available at www.buyusa.gov/india

Finding a local partner and attorney

U.S. companies can use the IPS program (see previous paragraph) to locate a qualified local partner. 

Since the Indian government controls inbound investments, it is useful to have a local attorney who can advise on investment options, structuring of the Indian operations and how best to establish a business presence in India, whether by way of subsidiaries, joint ventures, branch offices or liaison offices. In most cases, the investor, in order to do business in India, will have to deal with a number of government departments/ officials and to comply with many rules, regulations and procedures that invariably lead to delays.

Doing business in India is difficult because the Indian market is a complex one, with some laws dating back to the 1900's, and some enacted or amended as a result of the economic liberalization process that began in 1991.  Like the U.S., India has adapted a legacy of British common law.

Court delays are common and often lengthy. Firms undertaking complex projects must consider this in developing project timelines and factor in the costs of legal expenses and project delays.

Following economic liberalization, there has been an increased inflow of investment in power, telecommunications, banking, institutional investments, oil and gas, construction and capital markets. Due to the substantial nature of many of these projects, standard agreements have given way to legally sophisticated and specialized agreements. 

Several local law firms are well equipped to serve multinational and foreign companies. They offer the entire range of legal and tax services and have the expertise to interact or network with international law firms, whenever required.

Billing for legal services has become extremely flexible in India. Attorneys are proposing a combination of discounted fees, blended hourly rates, partly deferred fees, overall caps and/or lump sum fees. 

For large-scale projects, U.S. developers will encounter public interest litigation and media reaction, among the most challenging variables. They must finesse to assure success on both these fronts; must be prepared to furnish substantial information; and patiently refute misleading allegations. It is imperative to have a capable local attorney to help manage these situations, and an effective public relations effort to maintain an objective, positive projection. 

In India, there are an increasing number of agreements that provide for arbitration, in the event of disputes between the parties, as litigation in the country is a time consuming, cumbersome and expensive process. Local attorneys can assist in litigation but also have developed the expertise to handle international arbitration.

The more progressive local attorneys are developing further expertise in specific areas by hiring industry professionals and professionals from other law and accounting firms. Many spend considerable non-billable time in research, to increase their knowledge and information base and to shorten their response time. 

Most major U.S. international law firms have existing correspondent or informal relationships with leading solicitors and advocates in India. Several U.S. law firms have offices in India. Indian bar associations regard the entry of foreign law firms as a competitive threat to their existing business.  Local law firms advocate that the Government of India should restrict entry only to firms from nations that grant reciprocal treatment to Indian law firms.  The U.S. Embassy may not recommend any specific individual or firm to supply legal services to U.S. companies.  However, the U.S. Commercial Service does maintain a list of such firms who are used by the local offices of U.S. corporations.  This list is available on request.

Checking the bona fides of banks, agents, business partners, contractors, subcontractors and customers

It is prudent to exercise normal business caution when dealing with Indian entities. The Embassy recommends due diligence checks on Indian parties and these should be carried out thoroughly and promptly. The Commercial Service can assist this due diligence through its International Company Profile (ICP) service.

The International Company Profile (ICP) service helps U.S. companies evaluate potential business partners by providing a detailed report on overseas companies. A standard ICP report includes information on the local firm’s size and revenue, organization, background, imports, financial information and key customers. It also provides advice on the reliability and relative strength of the company in the Indian market. The ICP service keeps the name of the U.S. client confidential. The report is prepared on the basis of a personal visit to the local firm’s office facility. The credibility of the local firm is checked through client, bank, and trade association affiliations. The ICP report is available in 7 Indian cities where the Commercial Service maintains offices:  New Delhi, Mumbai, Chennai, Calcutta, Bangalore, Hyderabad and Ahmedabad. 

An ICP report can be requested from a U.S. Export Assistance Center in the U.S. The nearest Center can be located from the web site http://www.export.gov. An ICP can also be requested from Ms. Renie Subin, country-wide ICP coordinator for India, Tel:  91-11-2331 6841; Fax:  91-11-2331 5172; e-mail: renie.subin@mail.doc.gov. Prior to confirming an ICP request, the U.S. client needs to provide complete contact information for the local firm to facilitate clear identification and contact. The ICP report will be delivered within ten working days from the date of acceptance. The cost of a standard ICP report is $400.

For local firms located in Indian cities where The U.S. Commercial Service does not have a presence, U.S. clients can conduct due diligence through the following private firms:

Mr. Arun Thukral

Dun & Bradstreet India Private Limited

S-7, Panchsheel Park, 1st Floor

New Delhi 110 017

Phone: 91-11-2601 3881/2601 3880

Fax: 91-11-2601 3879

E-mail: dbisdel@del2.vsnl.net.in or dbdelhi@mail.dnbco.in
The cost of a standard background report on an Indian entity is approximately $300. 

Mr. Deepak Bhawnani, Country Manager

Kroll Associates (Asia) Ltd.

1202 Ashoka Estate 

24 Barakhamba Road

New Delhi 110 001

Phone: 91-11-2373 6355/2373 6357 

Fax: 91-11-2373 6356

E-mail: krollindia@krollworldwide.com or

Krollin@kroll-ogara.com
Kroll Associates conducts pre-transaction research and assesses critical information on potential joint venture partners.

Distribution and sales channels 

Following the 1991 economic reforms, India's international trade environment has been liberalized. Gaining access to India's markets requires careful analysis of consumer preferences, existing sales channels, and changes in distribution and marketing practices that are continually evolving. 

India is a subcontinent, nearly 2,000 miles from north to south and 1,800 miles from east to west.  Its coastline is 3,800 miles long and its area is 1.3 million square miles.  Vast distances separate the most populous cities.  The urban population centers are widely dispersed and nationwide distribution is imperative for many classes of consumer products.  For instance, a leading manufacturer of cosmetics and personal care products sells to 250 million Indians through a network of 100,000 retail outlets across the country. 

Rural India constitutes approximately 70 percent of the country’s population. Although in terms of buying power urban India would rate higher, the rural market has been showing rapid growth in recent years. The main reason for such growth, apart from awareness created by various media, has been the increased availability of products in rural areas. The adaptation of distribution channels to the needs of the rural market has been the major factor contributing to the growth of the rural market. A good example of innovative distribution has been the availability of products in the traditional weekly market, which often caters to multiple villages.

India. Population of major cities, 2001 

India. Population of major cities, 2001 

	City
	Population



	Mumbai
	16,368,084

	Calcutta
	13,216,546

	Delhi
	12,791,458

	Chennai
	  6,424,624

	Bangalore
	  5,686,844

	Hyderabad
	 5,533,640

	Ahmedabad
	 4,519,278

	Pune
	 3,755,525


Source: India 2001 Census

Notes: India’s total population exceeds 1 billion. The urban population is approximately 300 million, and rural population exceeds 741 million. 

Most Indian manufacturers use a three-tier selling and distribution structure that has evolved over the years: distributor, wholesaler and retailer. As general examples, a company operating on an all-India basis could have between 400-2,300 distributors. The retailers served directly by a company’s distributors may similarly be between 250,000-750,000. Depending on how a company chooses to manage and supervise these relationships, its sales staff could vary form 75 to 500. Wholesaling is profitable by maintaining low costs and high turnover. Many wholesalers operate out of wholesale markets. According to a recent study, India has approximately 12 million retail outlets, mostly family-owned or family-run businesses. In urban areas, the more enterprising retailers provide credit and home-delivery.

In recent years, there has been an increased interest by companies to improve their distribution logistics in their effort to address a fiercely competitive market. This in turn has led to the emergence of independent distribution and logistics agencies to handle this important function. Marketers are increasingly out-sourcing some of the key functions in the distribution and logistics areas to courier and logistics companies and searching for more efficient ways to reach the consumer. The courier network in India now spreads to Class IV towns (towns with populations less than 50,000).

Most fast moving consumer goods (FMCG) and pharmaceutical companies use Clearing and Forwarding (C&F) agents for their distribution and each C&F agent services stocks in an area, typically a state. It is also important to note that duty structures vary among states for the same product, thus creating disparate pricing. From this year, many states will also see a changing tax structure with the introduction of VAT at every stage between the producer and end consumer. With the cost of establishing warehouses becoming extremely high, C&F agents are fast becoming the norm. Innovative trends have also been seen in recent years where companies utilize distribution channels for products with complementary characteristics.

While there are no major national store chains, departmental stores, branded stores, specialty stores, malls and supermarkets are mushrooming in many large and medium-sized cities in India. Most cities have well-known market districts. Retail sales outlets are almost always locally owned. The current trend for shopping centers in major Indian cities is integration of shopping with entertainment and leisure activities. Buying and selling is often a process of bargaining and negotiation. Outside the major metropolitan areas, India is an intricate network of rural villages. Poor roads make many rural districts inaccessible.  Although villages may have satellite TV, moving goods to rural markets can present real challenges. 

According to a recent study on retailing carried out by a leading global consulting firm on behalf of the Federation of Indian Chambers of Commerce and Industry (FICCI), the Indian retail market size has been estimated at approximately $ 180 billion. 

Recent market studies on retailing in India indicate that organized retailing (as compared to traditional markets) is likely to grow rapidly. The organized Indian retail industry business is expected to grow between 30-50 percent annually during the next five years, from a present volume of $ 2.8 billion to $ 9.75 billion by 2005. In the light of the retail market size however, the current volume of organized retailing is very small. Large industry groups in India are now pursuing organized retailing as a business opportunity. Dairy Farm of Hong Kong along with RPG Enterprises of India are joint promoters of the MusicWorld and Foodworld chain of stores in India. Foodworld has 45 stores in 5 cities across South India. Many leading retail chains from Europe are looking at plans to enter the Indian retail market. In spite of the size and scope, retailing as an industry is not yet developed in India. India as yet does not allow 100 percent foreign direct investment in retailing. 

India has both organized and unorganized (or traditional) channels for selling goods. Smuggled goods such as items of food, computer parts, cellular telephones, gold and a vast range of imported consumer goods are routinely sold through the thriving "unorganized" sector or black market. By avoiding taxes and customs duties and using cash transactions, unorganized merchants offer better prices than those offered by the organized sector. However, with liberalization and more and more foreign companies coming to India, the volume of business in smuggled goods has fallen significantly. Most products being sold through the smuggled channel previously are now sold in India through direct channels.

India, in recent times, has also seen the emergence of mature channels of distribution and support for products such as computer hardware, software, and peripherals, ranging from commodity products to high-end IT equipment. The typical distribution structure has been two-tiered with a distributor (for the entire country) servicing dealers and retailers.

Improvements in packaging technology have also had a significant influence on the models of distribution adopted by companies in India for marketing perishable and processed food items. 

There has been a significant expansion in distribution channels in India during the past few years.  The total number of retail distribution outlets in the country is now estimated at more than 12 million. A firm can take its products to the user through a variety of channels. It can use different types of marketing intermediaries; it can structure its channel into a single-tier or a three-tier outfit.  After deciding on the broad design of the distribution channel and the number of tiers in the channel, the number of members required in each tier and their locations are decided, suitable dealers need to be selected and appointed. 

Franchising and direct marketing

While a sizeable proportion of the Indian population still lives in the villages and has limited purchasing power, India also has a large and growing middle class and a much smaller wealthy segment of consumers. The Indian market has a segment of approximately 150-200 million people with growing purchasing power, who seek products and services for a better lifestyle.  Approximately 2 percent of Indians have a per capita income in excess of $13,000, which translates into a segment of 20 million well-off consumers. This is small in comparison to India's total population, but still comprises a substantial market segment.  Approximately 8 percent of Indians have a per capita income of more than $3,500, or about 80 million people; more than 100 million Indians have a per capita income in excess of $2,800. 

Franchising in some form has been operating in India for several decades. One well-known example of this is the Bata shoe chain, started in the 1960's. However, franchising in its modern concept has become popular in India only in recent years. The industry is still very much in an evolutionary stage. New franchise business concepts now span across diverse sectors as education, specialized food services, healthcare, garments and apparel, entertainment, fitness and personal grooming clinics, stationery and gift shops, and courier services to name a few. 

As the service economy grows in India, opportunities for franchising will increase. According to experts, the Indian franchise economy currently accounts for 5 percent of the country’s GDP. According to a study conducted by FICCI, there are approximately 600 active franchisers and more than 40,000 franchisees in India currently across various sectors. The same study estimates that total annual sales turnover achieved by franchised businesses in India is in the range of $1.6-2.1 billion. Franchising is poised to spur economic growth because it encourages private enterprise with no danger of flight of capital, and because it offers the potential to establish products and services that meet global standards.

Unlike in the U.S. and many other countries in the west, India does not have any specific law on franchising. Franchising is covered within the broad definition of transfer of technology contained in domestic legislation.  A legal framework for new franchisers interested in setting up master franchises in India exists, in terms of brand protection and rules regarding payment of franchise fees. However, there is a growing need to improve this regulatory framework. 

Following the economic liberalization of 1991, several foreign companies with strong brand names established a presence in India through franchising. In the hospitality and service industries, this has been the preferred method for starting operations in India. International companies that operate through franchises include: Hertz, Avis and Budget for car rental; Radisson, Best Western and Quality Inns for hotels; Kentucky Fried Chicken, Domino’s Pizza, TGI Friday, Ruby Tuesday, Subway, and Baskin Robbins for food. Pizza Hut and Domino’s Pizza have opened many outlets and McDonald's has been open for business since 1996. Similarly, Indian companies with strong brand recognition are also using the franchising route to expand business volumes.  Archies for giftware, MRF for automotive tires, NIIT for computer training schools and Apollo Hospitals for healthcare are examples.  

Several foreign management-training institutes are adopting the franchise route to expand their operations in India. CMC is a government-owned enterprise that has 120 computer education institutes in India. It requires potential franchisees to provide a minimum space of 1,200 square feet and invest $32,000-34,000.

While franchising is growing in India, the concept has functioned mainly on an agent basis. It is still evolving and being refined, but is expected to mature rapidly over the next several years.  Franchising in India is often perceived as a strategy to cover the high cost of real estate that a company that is interested in retailing would have to bear. As a result, if business projections are not met, franchisees can and sometimes do shift to other franchise concepts. 

With minor variations, in a typical franchise operation, a company approaches an owner of prime commercial space to provide the real estate, to invest in interiors and inventories to run a franchise business, and to hire staff for the operation.  Franchisees prefer to recruit staff directly, but most franchisers insist on training the staff themselves, particularly in educational and computer training academies. 

U.S. firms need to use several criteria to evaluate prospective franchisees. The key one is that prospective franchisees must be financially sound.  Other considerations include space location and availability, a willingness to work through initial teething problems together, high ethical standards, and similarity of goals and values. 

Financial arrangements can vary.  Some companies offer franchisees a percentage of commission on sales, while others provide a fixed percentage of the retail price of the product as a profit. The costs of promotions and advertising are usually shared between franchiser and franchisee, with some companies assisting franchisees in specific promotional activities to help increase product sales. Most franchisers provide their franchisees with initial training in the business and some franchisers also help with site selection. 

Franchise fee payments in hard currency are allowed. A potential franchisee must submit a proposal for a franchise operation to the government ministry that regulates the particular industry sector. Among other details, the proposal must contain the amount of franchise fee that will be paid to the franchiser. The proposal moves from the relevant ministry to the Ministry of Industry and the Foreign Investment Promotion Board in the Ministry of Finance. Reserve Bank of India approval of the franchise fee is automatic when the Ministry of Industry clears the proposal. There are value or percentage limits on approvals of franchise fees, with franchises involving advanced or high technology receiving the highest limits. Royalty payments ranging from 3 to 8 percent are allowed in hard currency, in addition to the franchise fee, although the norm is closer to 5 percent. The royalty is calculated on total turnover for the year for the franchise operation.   

The Franchising Association of India (FAI), established through the efforts of the Indo American Chamber of Commerce in 1999, is the first organization of its kind in India. It represents the interests of franchisers, franchisees, vendors, consultants and other interested individuals and bodies. The FAI's objectives include improving the business environment for franchising; acting as a resource center for current and prospective franchisers and franchisees, media and the government; promoting the concept of franchising and its use as a healthy business practice; establishing a discussion forum for franchising matters; and promoting the interests of members by organizing seminars, conferences and meetings. The FAI is in the process of establishing appropriate international linkages, and was admitted as a member of the World Franchising Council in early 2000. The FAI will make representations to the government with regard to legislative and other measures affecting franchising. 

The FAI can publicize updated information on American franchisers that are interested in expanding their business in India. It can advise potential franchisers about the current legislative framework, and lobby with the government for changes. It can also help to identify high-quality potential Indian franchisees. 

In India, direct selling traditionally meant contracting of outside agencies by manufacturers to move surplus or promotional products or small manufacturers resorting to door-to-door selling because of their inability to compete in the retail market. It has also meant deploying direct sales employees to demonstrate products with the objective of making a spot sale. The traditional view of direct selling is changing. One of the first Indian companies to practice direct selling in India was Eureka Forbes, which sells a range of household appliances through direct selling. Though some form of direct selling had been in practice in India, a new wave of interest to sell in the Indian market through the modern concept of direct selling has begun only recently. 

According to the Indian Direct Selling Association (IDSA), which was established in 1996, the direct selling industry in India today accounts for sales worth approximately USD 434 million and is estimated to be growing at 30 percent a year. Today, the direct selling industry employs more than 1.2 million sales persons as compared to approximately 125,000 in 1997. According to industry estimates, there are around 20 direct selling companies in India with a nation-wide coverage and approximately100 small companies with a localized city specific presence. 

Many Indian and multinational companies like Amway, Aero Pharma, Avon, Herbalife, Sunrider, Tupperware, Lotus Learning, Oriflame, AMC Cookware, and Time Life Asia have started operations in India through joint ventures or through wholly-owned subsidiaries. Amway with more than 200,000 distributors spread across 26 cities servicing more than 306 locations is probably the largest direct selling company in India today. Tupperware entered India in 1996 and currently has around 40,000 dealers in 40 Indian cities. Established retail companies in India have also started direct selling operations, the most prominent being Hindustan Lever Limited of the Unilever group. Modicare is a major Indian direct selling company selling a range of household, cosmetics and personal care products. 

Major direct selling product categories include home care products, cosmetics and personal care items, cookware, household appliances, educational programs and health and nutrition products. Food supplements/nutritional products and weight reduction products are the new popular fast growing categories. 
Since their launch, many direct selling companies have had to rework their strategies with emphasis on the three critical Ps of marketing - product, pricing, and packaging. Once considered as the medium for sales of premium products, direct selling in India today is moving towards lower priced products to meet the demands of the price sensitive Indian consumer. Package sizes are being reduced to bring down the psychological price barrier and make the products sold through the direct selling channel more affordable. Some multinational direct selling companies have also customized products to meet the needs of Indian consumers. Major foreign direct selling companies have also established manufacturing facilities in India. 

To safeguard consumer interest, the Indian government plans to introduce a legislation to regulate the $434 million direct selling business in India. The proposed legislation will regulate activities of direct selling companies and their sales personnel, protect consumer interest, solicitation and recruitment of direct sellers and unlawful operation and promotion of pyramid schemes. The draft legislation makes it mandatory for a direct selling company to be incorporated in India and have contractual agreements with each of its members to sell its products.
Direct selling companies follow different plans of compensation for their sales force. Some follow the single level plan under which sales people earn commission on sales made by them alone, and do not earn anything on sales made by people they have introduced in the business. They may earn a one-time reward for people they help recruit. There are still some others who also compensate a sales person for the sales made by persons recruited by the first sales person, and from the sales of the group or network recruited by the first sales person’s personal recruits. 

The recommended retail margins on products range from 20 to 30 percent. The manufacturer provides initial training on product knowledge and use. This kind of distribution channel does not mean less expense, either on the products or on the channel. It is labor-intensive and the products retailed are not low cost/low value. Rather, they are high involvement/high value products. There is no system of credit. For all goods purchased, the distributor has to make a complete payment.

In recent years, thousands of Indian women and, increasingly, men are taking to direct selling in India to supplement salaried incomes. Rather than sales people they call themselves consultants, book advisors, dealers and beauty advisors. Other than a minimum age requirement by law, no qualifications are needed. Training is critical element of direct selling and most companies do offer some training. The dropout rate in this method of selling is high. 

India has strong potential for direct selling because unemployment and underemployment is perennial. Multinational direct sellers have been quick to sense an opportunity in India’s post-liberalization economy. Due to the industry’s high growth potential, the direct selling industry association is already gearing up to appoint an ombudsman to protect consumer interest and respond to inquiries. It has released a code of ethics that member-companies have to adhere to.

In the absence of advertising in the direct selling industry, to increase penetration and facilitate direct access to their products, some direct selling companies have established lifestyle centers and kiosks at major retail stores. Promotions by direct selling companies are common. A lifestyle store is basically like a large store that carries the entire product range of the marketer but is not meant for retailing. Instead, it is a place for consumers to come and experience the brands and for distributors to conduct their business and impart training. To increase brand awareness, some direct selling companies set up temporary kiosks at leading retail stores to display and sell their products. These strategies enhance recruitment, create brand awareness and reach out to consumers who may not be aware how and where to buy the products from. 

Selling factors, techniques

A highly respected Indian economist researched Indian market demographics and concluded that consumption, not income, differentiates Indian consumer segments. According to his research a one million strong wealthy class has emerged at the top. The middle class actually comprises 3 different segments. Consumer durables are purchased by up to 28 million households, while non-durables are bought by up to 90 million households. Also, comfort and personal transport are the two most important priorities. Additionally, he found the following conditions in the case of rural India: the number of households exiting the low income groups is rising; rural and urban shares of many consumables purchased are equal; urbanization is creating rural demand for urban products; and lack of credit facilities and electrification are choking demand. 

At first sight the bulk of the purchasing power in India would appear to be concentrated in its urban markets. However, a huge majority of the Indian population lives in the rural areas distributed over some 627,000 villages. The balance lives in 3,700 towns of which approximately 300 have a population of more than 100,000 inhabitants.  It is said that the real India lives in the villages. All marketers, Indian as well as MNC's, who have paid due attention to the market potential of rural India, have benefited. 

Analysis of consumer purchase data over the last several years by various research agencies has shown that rural markets in India are growing as disposable income and literacy level increase, and as television access stimulates demand. Due to the influence of the media, consumption patterns in rural household have also changed significantly in recent years. Indians in rural areas are far more aware of brands, and the increasing brand awareness is generating demand for some products that were previously not familiar to the rural people. For the country’s mega-marketers, rural reach is on the rise. Poor infrastructure, however, is a major problem that makes distribution difficult and reduces demand for some products. Significantly, most purchases are made from the household’s own income. Rent/hire purchase schemes and loans account for only 10 percent of rural buying.  

As mentioned earlier, there are few malls in major cities and towns in India. There is a teeming marketing layer of major and minor retailers. In addition, companies typically offer promotional schemes and discounts during numerous Indian festivals to boost sales. Recently, road shows have been used effectively to sell products. For consumer durable products, which are relatively expensive, financing and buy backs are used as incentives to promote sales.

In order for the sales techniques to be successful, distribution coverage is of prime importance. Indian consumers are serviced by an efficient, but highly fragmented, trade system consisting of over 12 million retail and wholesale outlets, spread over many urban and rural population centers. India has the largest retail outlet density in the world, but the majority of these stores are very small in size and unorganized. Thus, access to a broad, well-managed efficient distribution network is a source of significant competitive advantage.

In addition to the traditional selling techniques, the Internet is also now gaining importance as a selling method. As the number of Internet users continues to increase due to reduction in the cost of Internet access, the Indian e-tailing market will also expand. Although e-tailing currently constitutes only 10-15 percent of the value of e-commerce in India, e-commerce is projected to grow by 30 times in the next three years. Similarly, industry experts believe that online business-to-business (B2B) commerce will increase substantially in India because it meets a genuine need and portals offering such services are based on strong revenue models. 

Although India’s rapidly growing population appears to present limitless opportunities, many Indian and foreign companies have discovered that for many product categories, only a fraction of India’s population can be regarded as potential customers. Many companies have been disappointed with the response to products that they have launched in India over the past few years.  Initially, these companies grossly over-estimated the depth and size of the Indian market for their products. Projections for the growing Indian middle-class ranged from 150-200 million and these figures subsequently proved to be way off the mark for products marketed to the typical Western middle class consumers. Another mistake was to offer global brands at global prices, without any customization. Merely transposing brands and products from other markets did not work. Suitability and adaptation to Indian preferences and conditions are perceived as significant benefits by Indian consumers and hence is an important factor to be taken into account while designing a sales strategy for this country. A final mistake was to enter India without an efficient distribution network, forgetting that India is a market with poor infrastructure and logistics. 

A successful sales strategy will recognize and deal with the existence of strong local competition - this exists in many products and service categories and should not be under-estimated. U.S. firms must also carefully compare customer needs and the quality of latent demand with the level of service that they want to offer in India. Even among the affluent middle class, much of their money is spent on need-based consumption rather than on luxury goods.

While selling in the Indian market can be a complicated and difficult experience for new entrants, this can be avoided if, at the outset, the market opportunity is assessed accurately and the capabilities of local competition are not underestimated. Only in unusual circumstances should new foreign entrants create a new and independent sales infrastructure, because it is very expensive in the short run, and requires sustained investment to build over the long run, even if the product is successful.

Pricing product and licensing

When formulating key strategies and making decisions about product pricing for the Indian market, it is important to remember that simple conversion of U.S. dollar prices to Indian Rupees will not work in most cases. Also, the assumption that a latent niche market for premium products exists has often resulted in low sales volumes and negligible returns for foreign companies.  For example, when a U.S. company priced its products in India Rupees equivalent to U.S. dollar prices, it failed to attract the mass consumer; today it serves a smaller, focused niche. Refrigerators offered by a U.S. manufacturer did not sell well because they were priced 40 percent above Indian brands.

Another key consideration in pricing is Indian import tariffs. These are high for most products, especially consumer products. There are pockets of affluent Indians who can afford to buy a variety of luxury branded goods. However, in general, consumer consumption patterns are very different from those in many other countries. While in the U.S., for instance, the consumption pattern is 25 percent for need-based items and 75 percent for other goods or luxury items; in India, even among the affluent, this proportion could be reversed. 

Per-capita consumption of most manufactured items in India is relatively low, somewhere between 5-25 percent of the level in developed economies. Price is a very significant factor in a purchasing decision for the majority of potential customers.  Indians tend to be particularly price conscious due to generally low per capita incomes, a frugal mind-set, a high propensity to save and buying primarily for need-based consumption.

If the product can be imitated easily in terms of quality and service, international pricing will not work in India because local entrepreneurs will quickly adopt the same business opportunity. To reduce product import duties or other local costs and ensure a stable market share, several U.S. and other foreign companies have set up product assembly shops in India.  Pricing decisions have some bearing on product packaging. Many consumer product suppliers have found it helpful to package smaller portions at reduced prices rather than "economy" sizes. While the Indian consumer will pay a little extra to ensure that he gets quality and value for money, he may not be able to afford the higher prices of attractive packaging which many multinational companies have developed.

Although some Indian consumers are aware of quality differences and insist on world class products, many customers can sacrifice quality concerns for price reductions. In East Asia, Europe, and North America, for example, laser printers and ink jet printers have almost eliminated the dot matrix printer from homes and offices.  In India, dot matrix printers are still used in business correspondence by some industrial groups. The price advantage of this older technology has extended its lifetime in this market.  

Bargaining for the best price is a routine process of the buyer and seller in India. For consumer goods, especially for durables, the sellers often give discounts on the listed prices, especially during festive seasons, to attract more customers. Trade-ins of old products for new items are also increasingly popular among the customers. A pricing strategy must consider all these factors, too.

Since January, 2001, under Indian law, it is mandatory for all pre-packaged goods intended for direct retail sale imported into India to bear the following labeling declarations:

i. Name and address of the importer

ii. Generic or common name of the commodity packed

iii. Net quantity in terms of standard unit of weights and measures

iv. Month and year of packing in which the commodity is manufactured or packed or imported, and 

v. Maximum retail sales price (MRP) at which the commodity in packaged form may be sold to the end consumer. The MRP includes all taxes, freight transport charges, commission payable to dealers, and all charges towards advertising, delivery, packing, forwarding and the like. 

Compliance with these requirements is necessary before the import consignments are cleared by Customs in India. Import of pre-packaged commodities such as raw materials, components, bulk import etc., that need to undergo further processing before they are sold to end consumers are not included under this labeling requirement.

In addition to direct foreign investment, foreign investors may enter into technology-transfer and technical collaborations. Technology transfer agreements involve one-time payment in exchange of know-how, drawings, design and other specifications. Technical collaborations are long term agreements bound by a periodic royalty payment. Automatic approval from the RBI is permitted for technical collaborations as follows: (i) the lump sum payments not exceeding $ 2 Million; (ii) royalty payable being limited to 5 per cent for domestic sales and 8 per cent for exports, subject to a total payment of 8 per cent on sales over a 10 year period; and (iii) the period for payment of royalty not exceeding 7 years from the date of commencement of commercial production, or 10 years from the date of agreement, whichever is earlier.  (The aforesaid royalty limits are net of taxes). 

Advertising and trade promotion

Over the years, the Indian economy has moved from being a controlled, sellers’ market to a buyers’ market. In the former, whatever was produced was sold easily, and advertising was hardly necessary.  The government began dismantling production controls in the mid 1980's, and opened up the economy in 1991. With these developments came increased competition, and increased advertising. According to the Advertising and Marketing (A&M) magazine, a leading trade journal, advertising is a  $3 billion industry in India today. Media availability has increased exponentially, competition is unlimited, budgets are large and expectations of advertising are high. Practically every aspect of media is available for advertising, from print to outdoor advertising to satellite channels to movie theaters.  

India has a diverse and growing number of daily newspapers.  According to the National Readership Survey (NRS) 2000, the print media reaches 70 percent of urban adults. The NRS is a biannual survey of media habits amongst Indians. 

U.S. companies have a choice of many advertising and trade promotion channels in India. The print media, nearly all controlled by the private sector, is well developed and advertising and promotional opportunities are available in a large number of daily newspapers including business dailies; and a wide selection of weekly and monthly business magazines, news magazines and industry-specific magazines.  

The Times of India and the Hindustan Times are the largest selling English-language newspapers, with a readership base across India. Other leading business newspapers include the Business Standard and the Economic Times. Leading magazines include India Today, Business India, Business Today, Business World and Outlook, among others.  Advertising opportunities are also available on satellite and cable television channels. Doordarshan, the government-owned television network, has the potential reach of almost 90 percent of the population. In addition, more than 24 satellite and cable television channels, including many U.S. and international channels such as STAR TV, CNN, NBC, Discovery, National Geographic and BBC, are available for advertising. According to the National Readership Survey 2000, television reaches 75 percent of all homes in India. Satellite and cable television penetration is approximately 80 percent of all urban homes. 

Another advertising media is radio, by which the government-owned All India Radio (AIR) reaches over 90 percent of the population. Private radio channels are restricted to the FM music channels that are currently available only in a few cities. The latest medium to become available is the worldwide web. Today, net access is estimated at 3.8 million people. Internet advertising is expected to grow exponentially over the next several years. 

All the above media are available in English, Hindi, and a variety of regional languages.

U.S. companies interested in advertising in any of the above media can work through the many advertising agencies in India.  Many large and reputable U.S. and other international advertising agencies are present in India in collaboration with local advertising agencies. The advertising sector in India is technologically advanced.

	Indian Agency
	International Partner

	Chaitra
	Leo Burnett

	R K Swamy
	BBDO (Batton, Barton, Durstine & Osborn)

	Rediffusion
	Dentsu-Young & Rubicam

	Mudra
	DDB Needham

	Triton
	BDDP (Boulet, Dru, Dupuy, Petit)

	Trikaya
	Grey Advertising

	Siesta’s
	Saatch & Saatchi

	Ulka
	FCB (Foote Cone & Belding)

	Madison
	DMB&B (Darcy Macius Benton & Bowles)

	Everest
	Dentsu

	Nexus-Enterprise
	Lowe Group

	Speer
	O&M Worldwide

	MAA COMM
	Bozell


In addition to advertising, established public relations firms are also available to U.S. companies that require such services.  In public relations too, a few U.S. and other international companies are present in collaboration with local partners.

In India, advertising is no different from other businesses - local advertising companies that need to have access to the best global technologies and practices in their industry have global collaborations. Most major U.S. advertising firms have chosen local Indian partners for their work in this market.  Mumbai remains the center of the advertising industry in India.

The key to gaining rural market share is increased brand awareness, complemented by a wide distribution network. Rural markets are best covered by mass media - India’s vast geographical expanse and poor infrastructure pose problems for other media to be really effective. 

U.S. companies can select from a number of quality international trade fairs, both industry-specific and horizontal, to display and promote their products and services.  The U.S. Department of Commerce (USDOC) certifies a number of Indian trade shows as good venues for U.S. companies; and the U.S. Commercial Service (USCS) offices in India directly organize U.S. participation in a number of selected trade shows every year.

Trade development offices of USDOC, U.S. industry associations, and individual U.S. states organize trade delegations and missions to visit India to explore prospects for doing business with local firms in the private and public sectors.  Participation in such trade missions, whose programs in India are managed by the U.S. Commercial Service, will be useful for American companies interested in doing business in India.  

The USCS in India organizes catalog exhibitions. These are low-cost promotional vehicles, particularly for small and medium new-to-market U.S. companies. Another low-cost promotional option available, particularly to new-to-market companies, is advertising in Commercial News USA (CNUSA).  Although this monthly catalog magazine is circulated world-wide through U.S. Commercial Service offices and is not country-specific, over 3,000 copies are circulated to selected buyers, agents/distributors, chambers of commerce and trade associations in India.

Sales service and customer support

An important consideration during a purchase decision is the quality of after-sales service by the seller. To retain customer loyalty, local and multinational companies are increasingly focusing on after-sales service and customer support as a means of offering their consumers more value. 

India has a diversified industrial base. Indian consumers are familiar with a variety of locally available products and services. Domestic manufacturers have the added advantage of knowing their territories well. This makes it important for U.S. companies in this market to highlight their superior quality, innovative product features and after-sales service in any selling efforts.

Engineering support for manufacturing technologies, medical equipment, state-of-the-art products and processes are required for successful sales to private firms, or to the Government of India, or one of its public enterprises. There is no dearth of technically qualified manpower in India at reasonable rates to undertake customer support services, but these technicians must be properly trained. Most foreign companies doing business in India either have their own maintenance service centers or appoint well-trained service agents in the major Indian cities. 

Call centers are burgeoning with overseas and Indian firms setting up centers for both domestic and international clients. In the face of intensifying competition, call centers are becoming an effective way to improve customer service. 

Indian consumers are now getting increasingly aware of their rights and are demanding more from manufacturers. Several web sites on consumer rights have been launched to create such awareness. Two of these are www.planetcustomer.com and www.customerpowernyou.com.

Several Indian consumer awareness magazines exist to inform Indian consumers of their rights, and provide a comprehensive source of independent, objective information on products and services. 

Government procurement practices 

Indian government procurement practices and procedures are often not transparent or standardized, and discriminate against foreign suppliers, but they are improving under the influence of fiscal stringency. Specific price and quality preferences for local suppliers were largely abolished in 1992.  Recipients of preferential treatment are now supposedly limited to the small-scale industrial and handicrafts sectors, which represent a very small share of total government procurement. There are occasional reports of government-owned companies calling in the performance bonds of foreign companies, even when there was no dispute over performance.

It is not unusual for negotiations to drag on for years and be held up at more than one of the sundry levels within the Indian bureaucracy for long periods with no discernible movement or reason given for lack of progress.  With this in mind some firms seek out local representatives who are familiar with the culture and customs of India, and are familiar with ways to expedite their product or service through the maze of bureaucracy in Government ministries. 

When foreign financing is involved, principal government procurement agencies tend to follow multilateral development bank requirements for international tenders. However, in other purchases, current procurement practices can result in discrimination against foreign suppliers when goods or services of comparable quality and price are available locally.

The Government of India regularly advertises its requirements for the purchase of supplies and new equipment.  These foreign government tenders are reported by the U.S. Department of Commerce, which then publishes them in its Economic Bulletin Board and in the National Trade Data Bank.  For more information about these information services, including subscription prices, please call the U.S. Department of Commerce Trade Information Center at USA-TRADE, or 1-800-872-8723.

Defense sales

In recent months, India has expressed increased interest in U.S. weapons systems. U.S. businesses desiring to make defense related sales to India should be aware that the process could be a daunting one. U.S. defense suppliers should assess the merits of having some representation in India to assist in market assessments, logistical support, and after-sales contact. This representation can either be through the supplier’s own office presence in India (see section on steps to establishing an office in this chapter), or through an authorized representative. Caution must be exercised when seeking local expertise because unless strict guidelines are followed, Indian law may be broken.

In November 2001, the Government of India lifted the ban on agents in defense purchases. Regulatory provisions were announced for Indian authorized representatives and agents, where permissible, in defense purchases. Details of these provisions are posted on the web site of the Ministry of Defense, http://mod.nic.in/newadditions/repagent.htm. The regulations require both the principal as well as the potential local representative to meet the provisions stipulated – it is the foreign supplier that has to make an application to the Ministry to register the relationship reached with the agent. The regulations also call for complete disclosure of the principal-agent relationship in all its aspects. These requirements have discouraged many established local representatives in the defense business to register as agents for new defense deals.  

The Office of Defense Cooperation (ODC) within the U.S. Embassy in New Delhi is a good point of contact for U.S. defense firms.  The Defense Cooperation Attache will assist by providing contact details of offices that are the main purchasers of foreign defense goods for India and offer advice on the most effective, successful strategies for defense related sales.  The offices of the U.S. Commercial Service in New Delhi and Chennai are also good points of contact for U.S. defense firms initialing sales efforts in India.

CHAPTER 5.
LEADING SECTORS FOR U.S. EXPORTS AND INVESTMENT                                                          
-- Best Prospects for non-agricultural goods and services

-- Best Prospects for agricultural products







-- Significant investment opportunities

Best Prospects for non-agricultural goods and services 

Already, sales of American goods and services, after years of stagnation, are up 25 percent over last year at this time. We expect this to jump as the GOI makes it way down the reform and deregulation path, and as U.S. business increases its awareness of and efforts in India.  Foreign capital also is paying attention to India: international portfolio investors have poured almost $5 billion into India thus far this year, up from just $763 million in 2002.  Meanwhile, Indian firms are investing heavily in production facilities, which we have seen means huge opportunities for American companies.  According to the American Chamber of Commerce in India, a majority of U.S. firms with a presence in India are reporting double-digit year-on-year growth, and all indications are that we will see a doubling of our Mission-assisted export stories over the next twelve months.
Following are the best prospect sectors for India, ranked on the basis of estimated imports from the U.S. for the year 2003.

Rank 

· Telecom equipment





1

· Education services
2

· Computer and peripherals
3
 

· Electrical power generation, transmission &


4

distribution equipment 

· Pollution control equipment 
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· Oil and gas field machinery 




6

· Computer engineering software and services


7

· Mining industry equipment




8

· Medical equipment
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· Process control 
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· Defense industry equipment
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· Textile machinery 
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· Airport & ground support equipment



13

· Safety and security equipment
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· Machine tools






15
· Food processing and cold storage equipment   


16

· Renewable Energy equipment




17 

Sector Rank: 1






Sector Name: Telecommunication Equipment 

ITA Industry Code: TEL

India’s 48 million-line telephone network is among the top 10 networks in the world and the second largest among the emerging economies, after China.  India has one of the fastest growing telecommunications systems in the world, with system size (total connections) growing at an average of more than 20 percent per annum over the last 4 years. The network consists of more than 26,300 telephone exchanges, equipped with a capacity of nearly 48 million lines and nearly 36 million working telephones. According to the Government of India (GOI) telecom plan (1997-2007) prepared by the Bharat Sanchar Nigam Limited (BSNL), the demand for new telephone lines during the period up to 2007 is estimated at 81.8 million. This projected demand will generate a requirement of approximately 64 million telephones during the next eight years. The BSNL and Mahanagar Telephone Nigam Limited (MTNL) will provide about 43 million telephones, while private operators will provide 21 million telephones. The industry is considered as having the highest potential for investment in India.  The growth in demand for telecom services in India will be highest in the basic, followed by national long distance, international long distance and the cellular services sector.  

India has a relatively low tele-density of 4 per 100 persons, with plans of increasing to 7 by 2005 and 15 by 2010.  Tele-density in India rural areas is 0.5 per 100 people and the government plans to increase this to 4 per 100 by 2010.  A total of 500,105 out of 607,491 villages have been provided with village public telephone (VPT), i.e. one telephone per village.  Considering India’s population of 1 billion, it is estimated that to achieve these objectives, approximately 78 million telephone connections will be required by the year 2005, and 175 million telephone connections by the year 2010.  At current prices, this translates to an additional investment of approximately $ 37 billion by 2005 and $ 68 billion by 2010. 

The total subscriber base of cellular subscribers is currently at 13 million, up by 80 percent from the previous year.  The subscriber base is estimated to reach 40 million by 2006 and 300 million by 2010 (Source: Cellular Operators Association of India), thus resulting in huge opportunities for U.S. telecom equipment vendors.

The installation base of direct exchange lines (DELs) was at 37 million DELs by 2002 and is expected to grow to 82 million DELs by 2007.  Of the additional DELs, DoT/ MTNL will provide about 80 percent of DELs. It is estimated that each DEL will cost about $900. 

India has created a strong manufacturing base for producing telecom products.  Indian firms typically manufacture telecom switches with technical and financial collaboration from foreign firms.  Around 19 Indian firms manufacture small and medium sized switches and 7 joint ventures produce large capacity switches. The government-owned BSNL and MTNL are the largest end users of telecom switches. 

The annual growth rate of net switching capacity of the recently privatized BSNL for the period 1992-97 was around 16-18 percent.  However, the growth rate speeded up after 1997, registering 22-24 percent annually.

Value-added service providers are growing by the day, and are demanding good infrastructure.  E-mail, Internet services, frame relay services, video conferencing, electronic data interchange and voice mail have been accorded value-added services status.  These value-added services interface with basic telecom services and increased telecom traffic several fold.  With the increased investment in the value-added services, the demand for other switching products such as cellular switches, ISDN switches, gateway switches, ATM switches, is bound to grow sharply. 

Digital switching system technologies of multinational companies – Alcatel, Siemens, Fujitsu, Lucent, Ericsson and NEC – have been introduced in India.  In addition, switching systems based on the indigenous technology developed by state-owned Center for Development of Telematics (C-DoT) are also used. 

The other promising sub-sectors, are listed below:

	SUB-SECTORS
	2003 Demand (Units)

	Telephone Instruments
	600 million

	Cellular Mobile Phones
	10 million

	Optical Fiber Cable
	24,000 route Kilometers

	Radio Trunk Line Hand Sets
	1 million

	V-SAT Terminals
	58,000

	Internet Equipment
	3.6 million


Data Table for total combined market for telecommunications equipment: 

(Estimates in $ millions)

	
	2001
	2002
	2003 (est)

	A. Total market size
	6016
	7289
	8154

	B. Total local production
	2745
	3125
	3541

	C. Total exports
	35
	52
	83

	D. Total imports
	3306
	4216
	4696

	E. Imports from the U.S.
	1170
	1570
	1704


Exchange rate: $1 = INR 47.5

Source: These are unofficial estimates

Rank : 2

Sector Name: Education Services

ITA Industry Code: EDS

Over the last few years overseas education has played an important role in the Indian higher education sector. The number of educational institutions from different countries targeting Indian students has grown manifold. The United States continues to be the most-favored destination for Indian students seeking to pursue higher studies. 

For the academic year 2001/02, the number of Indians studying in the U.S. is reported to be 66,836, which is a 22 percent increase from 2001. Indian students now represent 12 percent of the total number of international students in the United States. If this trend continues, in the next few years, it is expected that the Indian student population would constitute about 25 per cent of the international student community in the United States.

The most popular courses with Indian students are Business Management (especially MBAs) and Commerce with an enquiry rate of 50 percent. Second in popularity are Science and Technology courses (including Computer Science) and medicine.  Although preference is still for postgraduate education (almost 75 percent), undergraduate education has also seen rapid growth. 

A recent survey conducted by United States Educational Foundation in India (USEFI) showed that the major contributing factors, among others, were the variety and flexibility in the U.S. system, better career preparation and better prospects after studying in the U.S. as well as access to labs and other state-of-the-art facilities that students may not have at home. 

The over 300 universities and 13,000 colleges in India are just not enough to accommodate the large number of students interested in pursuing higher education. Entry is very competitive.  Hence students start looking for alternatives, which include studying abroad, including the U.S.  Among the large number of Indian students studying overseas, students studying in the United States constitute an overwhelming majority of around 50 per cent.

Approximately 30 percent of the upper middle class population in India falls in the 15-25 age group. This forms a base of 30-35 million students who are English speaking and form the core target for American colleges. Most of this market is based in the main metropolitan centers of New Delhi, Mumbai, Chennai and Calcutta. However, there is a growing demand in the second-rung cities of Hyderabad, Bangalore, Ahmedabad and Pune. According to a report published in Business India, June 2003, this market is estimated to be at least $3 billion annually. 

NAFSA (Association of International Educators) estimates that foreign students and their dependents contributed more than $11.95 billion to the U.S. economy during the academic year 2001-2002. It is estimated that the average annual expenditure of an Indian student studying in the United States is $ 20,000.  By this estimate, the Indian student population contributed $1.3 billion to the U.S. economy in 2002, and is estimated to contribute $1.5 billion in 2003.

A rising demand for the ‘international’ tag has resulted in a sudden spurt in the number of schools offering foreign school leaving examinations such as the International Baccalaureate (IB). The primary driver of the increasing demand is that the International Baccalaureate Diploma is recognized worldwide and students can obtain easier entry into foreign universities. At present, there are 13 schools offering the IB examination across the country, each admitting between 40 and 80 students every year. The number of schools offering the IB diploma is expected to increase three-fold over the next two years. It is estimated that about 50 percent of these students go overseas for higher education.

With India fast emerging as a dynamic economy with increased focus on knowledge-based activities, there is a surge in demand for professionals who are in tune with modern business practices. However, not all of the students can afford the high cost of education overseas and living abroad. Home delivery of foreign education is gaining popularity among this section of students. Campuses of foreign universities in India or tie-ups of educational institutions with foreign universities have started offering an alternative to studying abroad, as have “twinning” programs. 

Internet learning is another avenue that is growing rapidly. Students in India now have the opportunity to acquire an internationally recognized degree without leaving the country. E-learning sales in India are estimated to grow to about $15.5 million by 2005, increasing at a CAGR of 17 percent from 2000 to 2005.
The U.S. Commercial Service in India offers U.S. schools, colleges and universities several opportunities to market their institutions in India. The Study USA Fair (held every year in February) and the Study USA Virtual Expo are two such opportunities that U.S. institutions may wish to consider.

The promising sub-sectors with the estimated market size for the year 2002-2003 are as follows:

 

Sub-sectors





(U.S. $Million)
IT education





319

E-learning





15.5 (by 2005)


Data Table: U.S. $millions

	
	2001
	2002
	2003 (est.)

	Total market size 
	4061
	4,917
	5,900

	Total local production
	2558
	2,870
	3,444

	Total Imports
	1503
	2,047
	2,456

	Imports from the U.S.
	1100
	1,300
	1,586


Exchange rate $ 1 = INR 47.50

Source: Above statistics are unofficial estimates

Rank: 3 

Sector Name: Computers and Peripherals

ITA Industry Code: CPT

The Indian computers and peripherals market is expected to continue to expand to meet local demands. Private sector firms, government offices, small and medium-sized enterprises (SME’s), and small office home office (SOHO) users continue to computerize their operations, contributing to the growth of the computer hardware market. 

The Indian software industry is enjoying a global leadership position in software development and exports. Indian software exports reached sales revenue of $10 billion reflecting a 30 percent growth over the previous year.  Domestic IT sales revenue also expanded during 2002-03 reaching $6.67 billion.  The growing Indian software and services sector continues to support growth in the computer hardware sector. 

IT-enabled services is another sector which witnessed impressive growth.  Existing projects are expanding and new ventures are being established in India to capitalize on the highly skilled, cost effective manpower.  This sector witnessed impressive sales revenue growth from $1.49 billion in 2001-02 to approximately $2.46 billion in 2002-03.  These developments continue to support hardware sales in the country.  

The Indian Information Technology industry is moving towards embedded technology requiring software and hardware co-design.  Multi-media, workflow automation, virtual reality, and machine learning are some of the latest developments requiring embedded hardware.  Personal computers and servers continue to dominate for office automation purposes.

A study conducted by Manufacturers Association of Information Technology (MAIT) and Ernst & Young found that the Indian hardware sector has a potential to grow to twelve times its present size reaching a sales turnover of $62 billion by 2010 with the domestic market accounting for $37 billion and the balance for exports.  (Source: The Hindu survey of Indian Industry)

Over 135 small, medium and large firms manufacture computers in India.  Many 

multinational companies (MNC’s) such as HP, IBM, Siemens, Dell and ACER have a strong presence and manufacturing facilities in India.  Lesser-known branded/unbranded locally assembled PCs, and Indian branded PCs compete with MNC products.  Share of each of this segment varies from year to year.  During the first six months of 2002-03, the locally assembled PCs had a share of 48 percent; Indian brands 22 percent and MNC products had a market share of 30 percent.

India imports most of the high performance computers and peripherals from the 

U.S. and Asian countries. Major Indian and U.S. software and services companies such as CISCO, Cognizant Technologies, IBM, Microsoft, Oracle, and Texas Instruments import and use high performance computer systems for their development projects.  In addition, major Indian and international banks, insurance companies, the Indian stock markets, Indian railways, and airlines also use high performance computers, including mainframes and mid-sized computers.

Government of India (GOI) and Indian state governments encourage new investments in computer hardware projects.

The market size of the various segments is given below:

Sub Sectors           Market Size in 2003 (Estimates in $million)


Desktops

1,198


Notebooks
    
     86

Servers
  
   215

Peripherals

   440

Source:  estimates are based on the literature from the following sources: 

1. Manufacturers Association of Information Technology (MAIT), www.mait.com   

2. National Association of Software and Service Companies (Nasscom), www.nasscom.org
3. The Hindu, Survey of Indian Industry, 2003

4. India Infoline, www.indiainfoline.com

Data Table: Computer and peripheral (estimates in U.S. $million)

	
	2001

(estimates)
	2002 

(estimates)


	2003

(estimates)

	Total market size
	4600
	4900
	5610

	Total local production
	3980
	4200
	4830

	Total exports
	300
	500
	600

	Total imports
	920
	1200
	1380

	Imports from the U.S.
	370
	500
	550


Exchange rate used $1 = Rs.47.5
Source: Above statistics are unofficial estimates

Sector Rank: 4





Sector Name:
Power transmission, Distribution, Renovation and Modernization Equipment

ITA Industry Code:
ELP

India’s power Transmission & Distribution (T&D) and Renovation and Modernization (R&M) equipment market is currently estimated at $5.5 billion. Domestic producers meet 79-80 percent of the total market demand. Local production is currently estimated at $4.47 billion and is expected to grow 20-25 percent annually in the next 3-5 years. Imported equipment accounts for 23 percent of the total market. U.S. exports account for 25 percent of the total import market. U.S. firms face major competition from Japan and Germany.  Imports from the U.S. are currently estimated at $318 million and are expected to reach U.S.  $383 million in 2003.

The power sector in India is largely state-owned and currently unable to meet the increasing electricity demand. The installed generating capacity has reached 113,037 mega watts (MW).  However, the current supply is about 30 percent below the present power requirement, and by 2007, India will need an additional 111,500 MW to meet existing demand. Overall economic growth in India will continue to be hampered by this shortfall as long as the country's lack of power constrains industrial development; financial losses incurred by the power sector remain a burden on public sector finances. 

India's power sector is plagued by capacity shortages, resulting in frequent blackouts, poor reliability, and deteriorating physical and financial conditions. National surveys of industrialists consistently rate power supply as one of their most critical constraints.  With responsibility for electricity supply shared constitutionally between the central and the state governments, the Government of India has placed increased emphasis on improving the efficiency of supply, consumption, and pricing of electricity.  Only reforming power sector management and financing at the state level can achieve this goal.  

The source of the state power sectors' ailments is the poor operational efficiency of the State Electricity Boards (SEBs), which form the foundation of India's power system. Due to subsidized tariffs to residential and agricultural consumers, low investment in T&D systems, inadequate maintenance, and high levels of distribution losses, theft, and uncollected bills, the SEBs are continually in a state of severe financial distress and have been continuously unable to provide quality supply and efficient service to their customers. 

The financial weakness of the SEBs has also been one of the major stumbling blocks to government efforts to introduce private sector investment into power generation.  To date, only six independent power plants have come into operation, totaling just over 2000 MW  - far below what is needed to keep pace with industrial growth. Nationwide, the shortfall in energy supply is conservatively estimated at 11 percent and 18 percent during peak hours, although among states the variation is substantial. 

The Government of India (GOI), with World Bank assistance, has been encouraging the states to undertake in-depth power sector reforms. This involves distancing the state governments from direct operation of the power sector, establishing an independent regulatory framework for the sector, progressively reducing subsidies and restoring the creditworthiness of the utilities through financial restructuring and cost-recovery based tariffs, and divesting existing distribution assets to private operators.  Having passed the Power Bill of 2003 recently, the GOI seems focused now to take the lead on T&D oriented reforms, because it believes that without proper T&D network, generation becomes meaningless.  It also believes that R&M will help build additional power generation, without substantial capital investments.

Demand for T&D and R&M equipment will grow, given GOI's commitment to push to through reforms that encourage these sectors.  American power equipment suppliers will find significant sales opportunities in power distribution transformers, high voltage power cables, relays, conductors, capacitors and circuit breakers. There are excellent prospects in Supervisory Control and Data Acquisition (SCADA) and Energy Management System (EMS) to effectively integrate distribution automation with demand side management. Indian T&D companies are seriously exploring their right-of-way to establish fiber-optic and telecommunication networking for new commercial opportunities in the cable Internet and e-commerce operations. The most promising import sub-sectors, with estimated market sizes for the year 2003, are provided below: 

Sub-sectors



Market Size in 2002 (U.S. $Million)

T&D Equipment



3300







R&M Equipment



2200

DATA TABLE: in U.S. $millions

	
	2001
	2002
	2003 (est.)

	A. Total market size
	5050
	5520
	6072

	B. Total local production
	4216
	4470
	4915

	C. Total exports
	226
	220
	373

	D. Total imports
	1060
	1270
	1530

	E. Imports from the U.S.
	243
	318
	383


Exchange rate: $1 = INR 47.50

Source: Business Line, Power Line, and other industry sources

Rank: 5

Sector Name: Pollution Control Equipment 

ITA Industry Code: POL

The pollution control equipment industry has had a healthy growth of over 10 percent for the last three years. The industry is comprised of several sub-sectors, including equipment for water and wastewater management, biomedical waste disposal, and air-pollution control (including vehicular pollution). A growing segment is management consulting. 

The market size of the industry is close to $2.5 billion. This does not include the market size for municipal waste management, which is almost as large as the equipment market. But analysts insist that the statistics for this segment indicate the total requirement, not necessarily the market potential.

There has been a radical alteration in the market profile for pollution control equipment in India. It now comprises three parts – imported equipment, indigenously manufactured equipment, which meets international quality standards, and indigenously manufactured but sometimes inferior equipment. 

There are two main reasons for the growth in the sales of imported equipment. 

· Donor-led investment: Most of the donor agencies insist on international standard equipment while providing environment aid or grant. 

· Technological replication: Multinational corporations – whether independent or in joint ventures – insist on replication of technology at local production facilities. This encourages imports.

It is estimated that 40 percent of the industry’s requirements are met by imports. 

The post-economic liberalization phase has seen tremendous all-round growth in the Indian economy. Environmental pollution is the by-product of this growth.  Concomitant with this is the proactive governmental intervention to ensure environmental protection. These factors have seen sustained growth of this sector. The federal Ministry of Environment & Forests has an estimated outlay of $212.5 million for fiscal 2003-2004 as per following sector break-up (in $million)

Environment 





44.2

National River Conservation Directorate 


62.1

Forests & Wildlife 




55.7

National Afforestation and  Eco Development Board 

46.3

Animal Welfare 





4.2

The United States has enjoyed a traditional dominance in this sphere because of the first mover’s advantage. In some of the sub-sectors such as air pollution control equipment, imports from the U.S. constitute almost 40 percent of the total imports (total imports were pegged at $238 million in 2002). A growing segment in this sub-sector is vehicular pollution control equipment. It is estimated that vehicular pollution in urban centers is 2.5 times more than industrial pollution due to steady increases of private vehicles on the roads. 

In addition, there are several bilateral and multilateral areas where the U.S. and India have active cooperation in this sector. One example of this is the memorandum of understanding between the federal Ministry of Environment and Forests and the United States Environment Protection Agency (USEPA) signed last year. The agreement provides a framework for policy and technical cooperation between the Ministry and the USEPA on the basis of common concern for the protection of environment and to pursue sustainable development. 

Municipal waste management: The market size is estimated to be $ 2 billion, but opportunities are at best nebulous. Analysts differ on the total size of this sub-sector.  There is inflationary push in this estimation because it also includes the cost of civil works, in addition to equipment. There is no doubt that this is an important segment, especially for bilateral and multilateral contracts. A major thrust in its growth has been provided by an unprecedented outlay of $ 631 million by the federal Ministry of Urban Development and Poverty Alleviation in the present fiscal year. Almost half of the outlay will be for sanitation and municipal waste management. Water and wastewater management alone comprises $ 1.2 billion potential market in this segment.

According to a market research report released in 2002, of the entire sector, nine areas/segments have been identified as the most promising business opportunities for the next five years, of these, the best opportunities exist in the following four sub-sectors. 

Bio-medical waste: 

U.S. $ 270 million

Air pollution control:

U.S. $ 238 million

Clean & renewable energy: 
U.S. $ 156 million

Vehicular pollution control:
U.S. $ 670 million

Data table (U.S. $ million)

	
	2001
	2002
	2003 (est.)

	Total market size
	1923
	2298
	2703

	Total local production
	1049
	1379
	1622

	Total exports
	--
	--
	--

	Total Imports
	874
	919
	1081

	Imports from the U.S.
	393
	322
	378


Source: The above statistics are unofficial estimates. Does not include market size for municipal waste management sub-sector

Exchange rate: $1 = INR 47.50 

Rank: 6

Sector Name: Oil and Gas Field Machinery

ITA Industry Code: OGM

With the liberalization of the Indian economy and initiation of economic reforms, the Indian Government has been moving towards inviting foreign investment in capital-intensive oil and gas projects. The total market for oil and gas field equipment is estimated at over $2 billion, with imports constituting 40-45 percent of the total market. The best sales prospects are: seismic survey equipment and instruments, offshore/onshore drilling equipment and offshore logistical support services and equipment.                       

India's domestic crude oil production has been stagnant while demand has been growing with an ever-expanding economy. To provide energy security, the GOI is seeking investments in excess of $100 billion in both the upstream and the downstream sectors during the next 15 years. India’s petroleum product consumption has grown by 6.3 per cent over the past 10 years and the oil demand in India is expected to rise to 368 MTPA by 2025.










With the widening gap between demand and supply, both for oil and gas, the outlook for the upstream sector is extremely positive. While oil and gas shall continue to play a substantial role in the total energy mix, the need for harnessing alternate energy sources like Coal Bed Methane (CBM) and gas hydrates will become crucial to balance the demand and supply.  In April 2003, the government invited bids for 24 oil exploration blocks under the fourth round of the New Exploration Licensing Policy (NELP). Concurrently, nine blocks of CBM were also offered. The Ministry of Petroleum organized promotional campaigns in London, Calgary and Houston during April-June 2003 to attract foreign companies to bid for these blocks. The perception that oil and gas is to be found in India has been boosted with recent huge deepwater gas discoveries in the Krishna-Godavari basin, one of the largest gas discoveries in the world in the year 2002.

The focus of oil refining companies has shifted to the retail customer with more and more value-added services being provided at retail outlets. Also, more than 2500 new retail outlets are expected to be established by private oil companies who have recently been granted marketing rights. The retail outlets are being modernized with refreshing signage, and establishment of mini-malls. U.S. companies engaged in design of gas stations, vending machines and development of concessionaires will find willing clients among the downstream oil companies.

The U.S. is the leader in the import market segment, with close competition from the U.K., Japan and Korea. Traditionally, the Indian oil and gas sector has been dependent on U.S. technology and equipment. Also, since India uses American Petroleum Institute (API) specifications, U.S. manufacturers have an edge over their foreign competitors. Each year, several Indian oil company officials visit the United States to attend the oil and gas exhibitions and review latest technology in this sector. U.S. oil and gas equipment suppliers, design and engineering firms, and construction contractors should supplement their marketing efforts through competitive financing options. U.S. oil and gas companies interested in exporting to India are advised to contact EXIM, OPIC and TDA for trade and project finance.

The Indian oil and gas industry has traditionally been more open to imports than other segments of the economy. To procure major equipment, the government oil companies float public tenders. Given the bureaucratic environment in which these companies operate, decisions on tenders tend to take longer than in the private sector.  It is not uncommon for these organizations to invite re‑bids and seek clarification several times before a tender is finalized.  U.S. companies need to be patient when dealing with these organizations. 

The following is a list of the promising sub-sectors for the next 2-3 years, with estimated market size for each sub sector:

Sub sector






Market Size (U.S. $million)

Seismic Survey Equipment and Instrument
350

Offshore/Onshore Drilling & Equipment
600
 


Offshore Logistical Support Services & Equipment
450 

Data Table: U.S. $millions

	
	2001
	2002
	2003 (est.)

	Total market size 
	1750
	1900
	2100

	Total local production
	1130
	1180
	1280

	Total exports
	110
	130
	170

	Total Imports
	730
	850
	990

	Imports from the U.S.
	220
	300
	360


Exchange rate 1 U.S. $= Rs. 47.50

The above statistics are unofficial estimates

Rank: 7

Name of Sector: Mining and Mineral Processing Equipment 

ITA Industry Code: MIN

The estimated total Indian market for mining and mineral processing equipment in 

2001 was $1.6-billion, which increased to $1.8-billion in the year 2002, and is estimated to be well over $2-billion by the end of 2003.  Much of the new equipment purchases have been under a World Bank loan of $1.2-billion for India’s large coal mining industry during the past few years.  

India, specially its eastern region, has vast reserves of industrial minerals like coal, lignite, mica, iron ore, zinc, bauxite, manganese, limestone and phosphate rock. Although the Government of India (GOI) predominantly controlled the mining leases, since 1993 the Mineral Policy encourages private investments in mining and processing of most minerals. Therefore, privatization not only increases productivity at the mines, but also brings in much needed fresh investments for new mining equipment and technology.

India will become a major market for advanced mining equipment and technology from the U.S. and other foreign countries in the next few years. Although the country has a fairly large domestic manufacturing base supplying about 60 percent of the requirement, the scope for direct imports of advanced equipment and technology will grow. Moreover, the domestic manufacturers usually have foreign licensing agreements, which allow indirect import of the critical components for local assembly and incorporation in the indigenous equipment. Therefore, although the direct import of mining equipment by India may be about $1.035 billion this year, the actual value of components and equipment imported in unassembled condition is estimated to be many times more.

Particularly for existing open cast mines, the requirement of computerized mine haulage truck deployment monitoring systems, based on satellite Global Positioning Systems (GPS) has good prospects for U.S. exporters. Apart from new equipment, some of the Indian private developers of mines may also be willing to explore the possibility of getting used or reconditioned equipment in good working order at a reasonable cost.

Earlier the GOI used to get equipment under tied loans or bilateral aid programs offered by U.K., Germany, or Japan. Now, given the recently liberalized Mineral Policy of the government, and with private entrepreneurs investing in mining industry here, the opportunity for U.S. firms to enter the Indian market through joint ventures and technical collaborations has grown immensely. U.S.- equipment suppliers, with their undoubted technological edge, should also be well placed to win an increasing number of contracts funded by the World Bank, ADB and other multilateral financing agencies.

The most promising sub sectors, with the corresponding market sizes (Year 2003 estimate), are:

	Sub sector
	H.S. Code
	Market Size (2003)

	Mine Locomotives:

	8428.50
	U.S. $360 – million

	Longwall Loader Systems:
	8428.90
	U.S. $150 – million

	Excavators, Shovels, etc.:
	8429.50
	U.S. $195 – million

	Walking Draglines:
	8429.52
	U.S. $180 – million

	Coal/Rock Cutters:
	8430.31
	U.S. $145 – million

	GPS and Communication Eqpt.:
	8525.20
	U.S. $85 – million

	Mineral Screening, Washing, Flotation/Separation and 

Sedimentation equipment: 
	8474.10
	U.S. $640 - million



	Mineral Crushers & Grinders:
	8474.20
	U.S. $295 - million




Note: The above figures are unofficial estimates.

DATA TABLE: (All figures in millions of U.S. $)

	
	2001
	2002
	2003 (est)

	Total market size
	1,600
	1,800
	2,050

	Total local production 
	960

	1,080

	1,165

	Total exports

	120
	135
	150

	Total imports:

	760

	855
	1,035

	Imports from the U.S.  
	230
	260

	310

	Exch. Rate ($1= INR)

	45.70
	46.80

	45.3


Note: The above statistics are unofficial estimates

Sector Rank: 8

Sector Name: Computer Engineering Software and Services

ITA Industry Code: CSF/CSV

The Indian software and Services industry continues to show impressive growth rates.  The software industry grew at a Compounded Annual Growth Rate (CAGR) of more than 50 percent during the last 5 years.  Even though there was a global economic slowdown, Indian computer software exports jumped to $ 9.7 billion during 2002-03, from $ 7.68 billion in 2001-02 reflecting a growth of over 26 percent.  Domestic software and services also grew from $ 2.08 billion in 2000-01 to $ 2.45 billion in 2001-02.

The Government of India aggressively supports this industry, which is projected to reach exports target of $ 50 billion by 2008.  The Indian Government has undertaken initiatives such as simplification of policy procedures, manpower development, venture capital support and infrastructure development to help promote the software industry.  International Data Corporation, India (IDC- India), a premier research firm monitoring the IT industry world-wide, estimated the Indian IT engineering services market at $ 442 million in 2001, $ 566 million in 2002 and $ 633 million in 2003.  IDC-India, in its report “Directions 2003” for India, has estimated that the computer software engineering sector grew by 18 percent in 2002-2003 (April – March), and is projected to grow at a CAGR of 11 percent during the years 2003-06.

Present and projected increased uses of IT applications in State and Central governments, E-governance applications, E-banking, elimination of import duty on software, enhanced enforcement of anti-piracy laws, and the increased maturity of end-user organizations in using legal software, have all contributed to the rapid growth of the Indian software industry.  According to the Department of Information Technology, Government of India, Indian IT spending as a percentage of GDP should reach 7 percent by 2008, from the present 3 percent.

U.S. software and IT services companies have found opportunities by providing products and expertise that help to accelerate the market’s growth.  Notably, companies that provide tools and systems for IT-enabled services such as call centers and business process outsourcing have found good prospects in India.  Likewise, companies that provide web based E-governance and E-commerce solutions will find interest from the Indians.  The growing ISP market will also demand leading-edge ISP operations and user interface software.  Appropriate software for vertical markets such as banking, healthcare, textiles and telecommunications will also see an increase in demand.

Most promising IT sub-sectors are:

Sub-sectors 


Market size in 2003

(Estimated in U.S. $)
Systems & Packaging 
252 million

Professional Services
170 million

Processing Services
 75 million

Maintenance services
151 million

Data Table:  U.S. $ millions

	
	2000-01
	2001-02
	2002-03 (est.)

	Total market size
	442
	566
	632

	Total local production
	1355
	1781
	2181

	Total exports
	1157
	1536
	1941

	Total imports
	244
	320
	392

	Imports from the U.S.
	146
	192
	235


Exchange rate $1 = INR 47.5

Source:  estimates are based on the literature from the following sources: 

1. Electronics and Computer Software Export Promotion Council,  http://www/escindia.org/export_statistics.html 
2. National Association of Software and Service Companies (Nasscom), http://nasscom.org 

3. Dataquest India, http://www.dqindia.com 

4. Industry Source and newspapers, http://economictimes.indiatimes.com/cms.dll/xml/uncomp/articleshow?msid-20231 

Rank: 9

Sector Name:
Medical Equipment

ITA Industry Code: MED

According to the World Health Report, India spends about 5 percent of its Gross Domestic Product (GDP) on the health care sector.  This is about $25 billion for the fiscal year 2002.  Of this about 50 percent is spent on curative and primary care.  This is the first contact of the patient with the General Practitioners or Family Physicians.   40 percent is spent on secondary care that includes contact with specialists in medicine and major hospitals with expensive diagnostic and imaging equipment.  The rest of the market is preventive care such as health education, weight reduction plans, etc.  

In India, health care services are delivered primarily at Union and state government hospitals, although private sector hospitals and clinics are playing increasingly important roles in the market.  All the major players are in the process of upgrading their hospitals to offer a wider range of basic and specialty health care services to urban and rural Indians.  Industry sources estimate that about 10 percent of India’s population demand high quality health care services at Indian prices.  

India’s middle class, with its growing health consciousness, the establishment of a number of super-specialty hospitals and specific diagnostic centers, favorable government policies such as a reduction in import duties on medical equipment and a successful medical insurance program have all contributed to increased use of specialists and advanced medical facilities. Industry experts estimate that the current $745 million health insurance sector will increase to $1.5 billion by 2005.   Many members of the middle-income group are also looking for better health insurance programs with higher insurance limits. This new dynamic in the health insurance sector will create an increased demand for high-end medical facilities and equipment.  

New specialty and super-specialty hospital facilities being planned in both the government and private sectors depend on the imports of high-end medical equipment.  Leading international companies such as General Electric, Siemens, Philips, Bayer, Boston Scientific, Hitachi and Toshiba have established manufacturing facilities in India to assemble equipment such as ultrasound scanners and mobile X-ray units for the domestic market and for export sales.  These companies also import products and components as required for sales or manufacturing.

Despite government efforts, the demand for hospitals and beds far surpasses the availability.  The problem is acute in rural India, which accounts for over 50 percent of India’s population.  About 80 percent of available hospital beds are in the urban centers, leaving only 20 percent for a large rural population.  

The biggest market segment, constituting 20 percent of the total, is for cardiology equipment, followed by 15 percent imaging systems.  These segment are dominated by foreign imports such as Pickers, Boston Scientific, Siemens, Wipro-GE, Phillips, Indchem, ATL, Network-Pickers, Toshiba-STM, Toshniwal, Larsen & Toubro, BPL, Hinditron, Toshbro and Torrent.

The Government of India has always liberally allowed the importation of medical electronic equipment by hospitals and other medical organization. Import duties for medical equipment range from 0-40 percent, which is likely to be lowered in future central government budgets.  Critical equipment such as surgical microscopes, MRI scanners, surgical lasers, digital subtraction, and angiography systems are bought under the life saving import category.  Major imports, in terms of volume and value, include highly specialized equipment such as body scanners, ultrasound scanners, specialized portable and non-portable X-ray machines, implantable pacemakers, and radiography and radiotherapy equipment. 

In 2003, the overall, imports account for about 61 percent of the total medical equipment market. Industry sources expect that imports will continue to increase in 2004 since tariff rates have been further reduced.  The Government has realized that the Indian medical community is capable of providing world-class services provided they have access to world-class products.  In keeping with this view, industry sources expect the equipment sector to grow at about 10-12 percent every year up to 2010.

The most promising sub-sectors in the medical equipment sector, with estimated market sizes for the year 2003, are presented below:

	Sub-sectors
	Market Size

(U.S. $Million)

	General Surgery
	645

	Medical Imaging Equipment
	236

	Cardiology Equipment
	304

	Cardiac Surgery
	180

	Ophthalmology
	 92


Data Table: U.S. $millions

	
	2001
	2002
	2003 (est)

	A. Total market size
	1560
	1745
	2035

	B. Total local production
	675
	760
	865

	C. Total exports
	45
	80
	90

	D. Total imports
	930
	1065   
	1260

	E. Imports from the U.S.
	140
	150
	180 


Exchange rate $ 1 = INR 47.50

Source: Above statistics are unofficial estimates

Rank: 10

Sector Name: Process Controls

ITA Industry Code: PCI

The industrial process controls (PCI) and automation market in India is expected to grow by 15 percent annually over the next three years. The PCI market in India grew from $415 million in 2001 to $506 million in 2002.  The market is further expected to increase to $610 million in 2003.  The PCI market in India is comprised of distributed control systems, programmable logic controllers, drives and drive systems, switchgear and control gear, and automation software.  The growth will come primarily from the increasing demand for distributed control systems (DCS) and programmable logic controllers (PLC).

Imports of $280 million in 2002 accounted for about 55 percent of the total market, and will grow by over 15 percent to $345 million in 2003.  The steady growth of 15 percent per year will continue in the PCI market in India due to envisaged new investments and renovation and modernization projects primarily in the power, oil and gas, metals, chemicals and petrochemicals, pharmaceuticals, automotive, transportation (airports, ports, metro rails), textiles, consumer durables, and food processing sectors.

Local production of PCI was $205 million in 2001 and $240 million in 2002, and is expected to grow to $280 million in 2003.  Domestic production is likely to grow by 15 to 20 percent annually over the next three years.  The DCS, PLC and industrial automation software market is controlled by joint ventures or subsidiaries of U.S. and third-country companies with design and manufacturing facilities located in India.  The products manufactured in India by U.S. and third-country companies are primarily assembled from components and sub-assemblies imported from their parent companies.

The dominant market position of the U.S., with an estimated 30 percent of the import market, is due to most major American companies in the sector being present in the market.  While total imports of industrial process control and automation products increased by over 15 percent annually from $222 million in 2001 to $280 million in 2002, and is estimated at $345 million in 2003, imports from the U.S. are expected to increase by over 25 percent from $86 million in 2002 to $105 million in 2003.  U.S. equipment enjoys an excellent reputation in India for its advanced technology, quality and performance.

Best sales prospects for U.S. industrial process controls:

Distributed Control Systems

Programmable Logic Controllers

Drives & Drive Systems

Automation Software

Data Table: U.S. $millions

	
	2001
	2002
	2003 (est)

	Total market size 
	415
	506
	610

	Total local production
	205
	240
	280

	Total exports
	12
	14
	15

	Total Imports
	222
	280
	345

	Imports from the U.S.
	65
	86
	105


Exchange rate $ 1 = INR 47.50

Source: Above statistics are unofficial estimates 

Rank: 11

Sector Name: Defense

ITA Industry Code: DFN
India represents a large and increasing market for defense equipment. It is the 12th largest military spender in the world, with the 4th largest army and air force. For the fiscal year 2002-03, the defense budget stood at over $13.5 billion. India's defense expenditure has increased steadily over the years, and this trend is likely to continue. According to industry estimates, India imports $1.5 billion worth of military hardware annually. To reduce its dependence on foreign suppliers, India has established several defense production units. These facilities registered combined sales of approximately $2.9 billion in 2001. India’s defense exports are a modest $50 million p.a.

India discharges the responsibility of national defense through the Ministry of Defense. The Indian Army consists of more than 1.1 million personnel in 34 divisions, with a standing force of approximately 980,000 active troops. The Indian Air Force, the 4th largest in the world, has approximately 1,700 combat aircraft, including 350 fighter jets and more than 500 helicopters. India's Naval Air Force has approximately 70 combat aircraft and approximately 75-armed helicopters. The Indian Navy operates one aircraft carrier, 41 surface combatants and 18 submarines. It is the 8th largest navy in the world. The Indian Coast Guard has 52 ships and 35 aircraft.

India spends more than 50 percent of its defense budget on the Army, 25 percent on the Air Force and more than 10 percent on the Navy. India is planning major procurements of military hardware and software in the current year. It is also upgrading its surveillance, defense and strike capabilities, in keeping with its expanding strategic role as a regional power. According to the Ministry of Defense, India will now use large defense procurements to leverage its foreign policy. There is no import duty on defense equipment purchased by the Ministry.
These factors, and India's ongoing concerns about security in South Asia, are likely to lead to steady growth in defense requirements. The lifting of U.S. sanctions against India in October 2002 means that U.S. defense suppliers can once again be considered to meet these growing requirements. Also, after the events of September 11, 2001 in the U.S., India’s defense cooperation with the United States has reached an all-time high. This cooperation is not limited to U.S. offers of defense equipment, but includes joint military exchanges, training programs and joint efforts against terrorism. U.S. defense sales to India are likely to be bolstered by the Foreign Military Sales program. However, growth in the share of U.S. defense exports to India is likely to be tempered by India's reluctance to rely substantially on the U.S. as a supplier.

The principal competitors for the U.S. in the defense sector are Russia, Israel, the U.K., France and South Africa. U.S.’s competitors have strong lobbies in the Ministry of Defense and in user organizations and several companies have ongoing programs to supply defense equipment. Successful companies that operate in the defense sector in India have a presence on the ground in this market. Some have established liaison offices; others operate through local agents. All proposed equipment is put through rigorous trials. While India is a price-sensitive market, U.S. product quality is recognized as superior.

India allowed private manufacturing and investment in its defense sector for the first time in May 2001.  It also allowed foreign direct investment in the sector, with a cap of 26 percent on foreign equity. This decision was prompted by the need to further privatize public sector industrial production. It was also a reaction to several arms procurement scandals. The decision to allow foreign equity should make it easier to transfer technology from abroad.

To reduce its dependence on foreign suppliers, India established the Department of Defense Production and the Defense Research and Development Organization in the 1960’s. It also augmented its ordnance factories and established several defense production units. India now has 8 defense Public Sector Undertakings and 39 ordnance factories. The ordnance factories manufacture ammunition and explosives, weapons, vehicles and equipment, armored vehicles, and ordnance equipment. The combined sales of the 39 Indian ordnance factories and 8 defense production units were approximately $2.9 billion in 2001.

In November 2001, India lifted a 12-year ban on agents or middlemen in defense deals. To make the procurement process more transparent, India now regulates representational arrangements through a system of registration.

The Weapons Equipment Directorate of the Army, Air Force and Navy draws up India’s requirements for defense equipment and services. India has established a Defense Procurement Board, and “fast track” procedures for faster procurement of weapons, diversification of sources of weapons suppliers and establishment of joint production facilities in India.

U.S. companies will find opportunities to make sales to India of upgraded frigates, corvettes, landing ships, fast attack crafts, survey vessels, and coast guard ships; single-seat multi-role combat aircraft; simulators and centrifuges for pilot training and howitzers.  

The following are other specific opportunities for U.S. suppliers in India’s defense sector:  Land Systems: radars; special weapons and ammunitions for paramilitary forces; precision fire/guided missiles; surface to air guided missiles; battlefield management-command and control equipment; nuclear biological & chemical warfare equipment. 

Naval Systems: anti missile and anti submarine defense systems:; electronic warfare suites; on-board and off-board jammers; passive decoys; medium/low frequency sonar for tropical waters; search and rescue systems; integrated control monitoring and management of prime movers; generators; switchboards; distribution feeders; multifunctional radars capable of long and medium range surveillance; multi target tracking; threat evaluation and target classification.

Air Force: aerospace standard metals; light/medium transport aircraft; airfield surveillance and runway approach aids; ground and airborne communication systems; pilot-less target aircraft; navigation, surveillance, target acquisition and designation equipment; land systems; naval systems; power generators; search and rescue systems; underwater equipment; simulators and air defense equipment.

Note: No data table is provided because data is either classified or unavailable. 

Rank: 12
Sector Name: Textile Machinery

ITA Industry Code: TXM

The Indian textile industry contributes significantly to the Indian economy in terms of industrial production, employment generation and foreign exchange earnings. Currently, the sector contributes 4 percent to the Gross Domestic Product (GDP) and accounts for 35 percent of India’s foreign exchange earnings. The textile industry is the second largest provider of employment after agriculture.

As the World Trade Organization (WTO) Multifiber Agreement approaches its end, the Indian government has begun preparing the domestic textile industry for international competition.  In the coming decade, the Indian textile industry is expected to play a significant role both in the domestic and international arena.  But given the obsolete or near-obsolete technology level in the textile industry, more particularly in the weaving and processing sectors, a massive infusion of the latest technology is required. 

The Government of India (GOI) encourages the Indian textile industry to upgrade its manufacturing technologies to remain globally competitive.  In an effort to encourage textile and apparel manufacturers to invest in modernizing their plants, the GOI realized the need to establish a focused and time-bound Technology Upgradation Fund (TUF). The TUF became operational in April 1999, with the objective of facilitating the upgrading of the textile sector.  Under the TUF, financial institutions will lend at their normal rates, and most loans disbursed under the scheme will carry an interest rate of 14-16 percent.  However, with the government agreeing to pay up to 5 percent of the interest, the effective interest rates will be 9-11 percent. In addition, the GOI offers incentives such as import duty waivers for the import of production machinery under its Export Promotion Capital Goods (EPCG) Scheme.  

The GOI also recently reduced import duties on specific textile machinery. Present import duty is 5 percent on several items of textile machinery. Import duty on complete textile machinery is less than components and sub-assemblies used to assemble machinery. This encouraged end-users to import complete machinery from foreign suppliers. This import policy benefited the Indian textile industry, but adversely affected domestic textile machinery manufacturers. A   liberal second hand machinery import policy has further affected the fortunes of Indian textile machinery manufacturers.  

Imports constitute approximately 76 percent of the total textile machinery industry in India.  The demand for textile machinery is estimated to grow from $431 million in 2002 to $481 million in 2003. 

U.S. firms such as Tubetex, Morrison Technologies, Gaston Dyeing, McCoy Ellison, Coker International and Lectra have a presence in India either by selling directly to the end users or through distribution networks.  Japanese firms such as Tajima, Siruba, Yamoto, Juki and Brother; European companies such as Mayer & CIE, Maxim S.A., Ferraro, Veit; and Taiwanese companies such as Palung, AKM and Siruba also serve the Indian textile machinery market.  

The GOI has simplified import procedures and import of textile machinery is listed under the “open general” category of the import regulations, which does not require any government approvals. The GOI has been reducing import duties to encourage imports of capital goods and raw materials. Import liberalization is expected to continue as a part of the new economic policies of the GOI. 

Data Table: Textile machinery in U.S. $ millions

	
	2001 
	2002
	2003 (est) 

	Total market size
	465
	431
	481

	Total local production
	272
	227
	200

	Total exports
	94
	90
	86

	Total imports
	287
	294
	367

	Imports from the U.S.
	10
	25
	50


Exchange rate: $ 1 = INR 47.50

Source: Complete, reliable, and official statistics on textile machinery are not available.  

The above statistics are unofficial estimates.  We discussed with industry associations 

such as the North India Textile Mills Association, South Indian Mills Association, 

Industry representatives and consultants to estimate the statistics.  

Rank: 13

Sector Name: Airport & Ground Handling Equipment & Services

ITA Industry Code: APG 

According to the 2003-2004 performance budget report of the federal Ministry of Civil Aviation, the plan outlay for this fiscal (2003-2004) year for Airports Authority of India, the nodal agency for all Indian airports, is estimated at $167 million; in real terms, this represents a 19 percent cut from the previous year’s allocation. A higher budgetary allocation in 2002-2003 did not result in widening of the market. In fact, some of the provisions were withdrawn during the year. Of the budgetary allocation for this fiscal, the international airports division gets $51 million, and the balance $115 million is for the domestic airports division. 

The biggest development in this sector this year has been the federal government’s decision to restrict the ground handling at Indian airports to three government-owned entities – the Airports Authority of India (AAI), Air India (AI) and the Indian Airlines (IA). In a decision approved by the federal government’s cabinet committee on security, the private companies and airlines would be restricted from carrying out these operations. July 1 was the scheduled date of this transition, but this is expected to come into effect in October 2003.

The new policy permits the three government-owned entities to float separate companies that will be permitted to enter into joint ventures with foreign collaborators, with the management control of these new companies to be in the hands of the foreign collaborators. This has created a new potential in the airport and ground handling equipment market in India. The present market size for ground handling services is estimated to be about $200 million; this does not include the potential market for equipment. Industry experts view this development positively and predict that this will pave the way for foreign companies to participate in the ever-growing Indian aviation services market. Successful privatization will lead to a growing market for air and ground support equipment. The total size of the market for equipment will increase annually by $50 million for the next three years.

The regulation has led to formation of new companies. The AAI proposes to form a company that will exclusively be working in the ground handling sector. It also proposes to form two additional companies to develop the international airports at New Delhi and Mumbai. Similarly, both AI and IA are in the process of forming companies exclusively for ground handling business. International consultants A. T. Kearney will provide to AI and IA list of potential joint venture partners.

India’s domestic air travel market expanded by 10.5 percent in the financial year ended March 2003, with AAI’s annual results showing 29.2 million domestic passengers filing through its terminals at 128 airports; the number of international passengers was 14.8 million. For cargo handling, the statistics jumped significantly – by 15.9 percent for international cargo and 13.5 percent for domestic cargo.

According to Airbus Industries’ Global Market Forecast (September 2002), the annual growth rate of revenue passenger kilometers (RPK) from the Indian subcontinent will be between 4.8 to 6.6 percent annually for the next two decades. Though this is lower than the earlier projections, in gross terms, the numbers will continue to rise. 

The Indian finance minister’s budget for 2003-04 also mentions renovation and modernization of two airports, and two seaports at an estimated cost of $230 million. The restructuring of Delhi, Mumbai, Chennai and Kolkata airports through the long-term leasing route has commenced. A Bill has been introduced in the lower house of the Indian parliament to enabling provision in the Airports Authority of India (AAI) Act, 1994, for transaction of leasing. A proposal for restructuring of airports through the joint venture route, in addition to the leasing route, is also being considered. 

The government has already approved construction of greenfield airports through joint ventures under private sector participation in Hyderabad, Bangalore and Goa. For the Hyderabad and Bangalore airports, the AAI will hold only 13 percent equity. An airport development fund will be created under the AAI for providing loans to greenfield airports. 

The sub-sectors of opportunity in the airport and ground-handling equipment continue to be technology-driven communications services and ground services. Correspondingly, the allocation in the plan outlay for aeronautical communications services and ground and safety services is approximately $60 million. The bulk of the allocation is for the procurement of the following (where AAI will have to depend on foreign technology):

Very high frequency radiotelephony

Navigational aids

Satellite navigation (Area augmentation systems)

Radars

ADS 
Air traffic control automation 

Air traffic control simulators (both radar and non-radar)

Information technology projects 
X-Ray baggage inspection systems and security systems

Airport surface friction testers

U.S. companies have a traditional market presence in this sector, especially in technology-driven equipment sub-sectors such as navigational, communications, weather, information, and security. U.S. companies will also have opportunities for aerobridges (replacements at Mumbai airport bay 41 to 46 and new aerobridge for Thiruvananthapuram airport), airfield lighting systems and approach lighting, Earlier, the cost factor was a major impediment for U.S. companies to be competitive. But the relatively weakening of the dollar may change this situation in favor of the U.S. companies.

Data table (U.S. $million)

	
	2001
	2002
	2003 (est.)

	Total market size 
	171
	207
	228

	Total local production
	114
	140
	159

	Total exports
	27
	30
	33

	Total Imports
	84
	97
	102

	Imports from the U.S.
	41
	45
	47


The above statistics are unofficial estimates

Exchange rate: $1 = INR 47.50

Sector Rank:  14

Sector Name: Safety and Security Equipment

ITA Industry Code: SEC
Rapid industrialization and increased population have significantly changed the Indian perception of safety of people and properties.  Indian corporate and government entities look for sophisticated, world-class technology and services to meet the expanding safety concerns of the country.  There are several Indian and International security agencies offering security products and services. 

The major users of the sophisticated security equipment are the armed forces, VIP security agencies, para military, police, banks, MNCs and private agencies.  These agencies have started allocating increased budget for security.  Awareness among residential, commercial, and industrial sectors has grown rapidly due to the easy availability of electronic gadgets used in the prevention of theft, fire detection/prevention, and perimeter surveillance. To guard their investments and technical know-how/intellectual property, multinational companies have introduced highly sophisticated security systems in their facilities.  

Increased awareness among user segments, both individuals and institutions, is expected to further increase the demand for security products in India.  Sophisticated electronic security equipment will replace all manual security instruments, thus supporting the demand for the latest technologies.  

Domestic production accounts for nearly 40 percent of the total Indian market for security equipment while imports account for 60 percent. Many Indian companies have collaborated with foreign companies for marketing products in India. 

Several U.S. companies including SAIC and L-3 Com are exporting security equipment to India and about 30 U.S. companies have established agency arrangements to sell their products and technologies in India.  UK, Israel, Taiwan, Italy and Japan have active presence in the country promoting their products, including monitoring equipment, interceptors, small weapons and other electronic devices. Share of U.S. imports is about 35 percent of total imports. 

Most promising sub-sectors:

Sub-sectors 



Market size in 2003

(Estimated in U.S. $Million)

Fire protection equipment 


81.40

(Includes alarms, extinguishers, 

addressable conventional systems)  

Police





52.10

(Includes Detection and 

training equipment)

Security Forces 



64.36 

(Government and Corporate)


Data Table: U.S. $millions

	
	2001
	2002
	2003(est.)

	Total market size 
	156
	170
	184

	Total local production
	63
	72
	85

	Total exports
	4
	5
	7

	Total Imports
	97
	103
	106

	Imports from the U.S.
	34
	36
	37


Exchange rate $ 1  = INR 47.50

Source: These are unofficial estimates

Sector Rank: 15

Sector Name: Machine Tools

ITA Code: MTL

Growth of the Indian machine tool industry is directly linked to the growth of the manufacturing/engineering sector.  The Indian engineering industry, the user segment of machine tools of all types, manufactures goods worth $32.6 billion.  Expansion of existing manufacturing, engineering and new projects is expected to support machine tool demand. 

The users of machine tools are manufacturing in the following industries: automotive, automobile and ancillaries, railways, defense, agriculture, steel, fertilizers, electrical, electronics, telecommunications, textile machinery, ball and roller bearings, industrial valves, power-driven pumps, multi-product engineering companies, earth moving machinery, compressors and consumer products.   After an economic slowdown in 2000-2002, many of the manufacturing/ engineering industry sectors have experienced growth in the first quarter of 2003.  Industry forecasts indicate that these sectors will perform well during the fiscal year 2003-04.  

The Indian machine tools industry manufactures a range of products such as metal cutting and metal forging machine tools, both conversional and computer numerically controlled (CNC).  Indian firms also offer special purpose machines, robotics and handling systems.  The Indian Machine Tools Manufacturers’ Association (IMTMA) believes that CNC will be the growth driver for the Indian machine tool industry.

The industry currently has about 450 manufacturing units  with approximately 150 units in the organized sector.   Ten major Indian manufacturers contribute 70 percent of the domestic production.  Approximately 75 percent of Indian machine tool producers have received ISO certification.  The Government of Indian owned Hindustan Machine Tools (HMT) is the single largest producer with 32 percent share in machine tool production.  

Some U.S. companies and the U.S. Association for Manufacturing Technology (AMT) are active in the Indian market; however, companies from Germany, Taiwan, Korea, China, and Japan are also aggressively promoting their products.    According to IMTMA, the U.S. enjoys a 15-18 percent market share of India’s imports of machine tools.

The most promising import sub-sectors, with estimated market sizes for the year 2003, are provided below: 

Sub-sectors
                 Market Size in 2003 


                   (U.S. $Million)

CNC Machine Tools and Center
128.5

Cutting Machine Tool  
86.5

Metal Forming Machine Tools
  25

Data Table: U.S. $millions

	
	2001
	2002
	2003 (est)

	Total market size 
	355
	284
	321

	Total local production
	221
	179
	205

	Total exports
	100
	105
	114

	Total Imports
	234
	210
	230

	Imports from the U.S.
	36
	34
	34


Exchange rate 1 U.S. $= Rs. 47.50

Sources of Information: 

1. Export Import Data Bank, Department of Commerce, Ministry of Commerce and Industry, Government of India. (website: http://commerce.nic.in/eidb.htm)

2. Bureau of Census, U.S. Government (website: http://www.census.gov/foreign-trade/statistics/product/enduse/exports/c5330.html )

3. All India Machine Tools Manufacturers’ Association (website:http://imtma.org)

4. Industry sources

Rank :16 

Sector name:  Food Processing and Cold Storage Equipment

ITA Industry code: FPP
India is the second largest producer of food next to China and has the potential of being a leader in the food and agricultural sector. It contributes around 26 per cent of India’s GDP.  The size of the food industry as a whole is estimated around USD 70 billion, including USD 22 billion of value added products. The organized sector consist of 820 flourmills, 418 fish processing units, 5,198 fruits / vegetable processing units, 171 meat processing units, 609 sweetened and aerated water (soft drinks) units, 266 milk product units and several other food processing factories. The semi-processed and ready to eat packaged food industry is over USD 1 billion and is expected to increase by over 20 per cent annually through 2010.

Industry experts position India as the world’s largest producer of food by 2015. They unofficially estimate that, in addition to 75 million tons of vegetables, India produces more than 50 million tons of fruit accounting for 10 per cent of the global fruit production.  After the harvest, due to inadequate food processing technology and storage facilities, the industry loses around 20 per cent of its produce. This has generated a need to develop world class storage facilities as well as to upgrade most of the existing 3500 cold storages that cater to a fraction of the total output of food products produced using the available technologies. 

To avoid wastage of food products, the Government of India (GOI) gave priority to upgrading domestic facilities and encouraged foreign participation in upgrading its storage facilities. GOI has allowed cold chain projects with foreign equity participation of up to 51 per cent. Air conditioning, refrigerators, freezers and other equipments, in addition to air-conditioned heavy automobiles vehicles can be imported without any restrictions.  As a result, manufacturers and equipment suppliers from countries such as Japan, Germany, UK, and the USA are exploring the possibility of setting up operations in India.  

According to sources at the All India Food Processors Association (AIFPA), the equipment sector for the food processing (FP) and cold storage (CS) is largely unorganized. The market is divided between 85 per cent small and medium enterprises (SMEs) and 15 percent large companies. The AIFPA confirmed that there are no reliable published data on the size of the equipment (industry) used by the cold chains and food processors in India.  The AIFPA sees a need for the latest U.S. technology for:

I.
Technologies for rural:

· Beverage product technologies

· Cereal and pulse based technologies

· Fruits and vegetable based technologies

· Oil seed based technologies 
· Spices and plantation based technologies

· Animal product based technologies

II. Food machinery and equipment for rural sector:

· Dehulling of muskmelon seeds

· Leaf cup / plates

· Improved double huller rice milling

· Simple pulse dehusking

· Papad press

· Simple wheat milling

· Mini grain mill

III. Organized sector

· Cold chain

· Cooling systems / units

· Refrigerated transportation facilities

· Latest developed storage equipments

· Compressors

· Insulated panels

· Preparatory equipments like cutting, slicing, grading

· Cpet microwable trays

Data table for the equipment segment used by the Indian FP and CS sector is estimated as follows:





(in USD million)

	
	2001
	2002
	2003(est.)

	Total Market Size
	69.9
	83.6
	91.2

	Total Local Production
	65
	78
	83

	Total Exports
	4.8
	5.6
	8.6

	Total Imports
	9.7
	11.2
	16.8

	Imports from the U.S.
	3
	4.6
	8.4


Exchange rate 1 USD = Rs. 47.5

Note: the above statistics provided by industry experts are unofficial estimates as no agency or authority (MoFPI) has any published statistics for this specific activity.

Rank: 17  

Sector Name: Renewable Energy equipment

ITA Industry Code: REQ

The Indian renewable energy (RE) industry is diversified and offers strong business prospects to U.S. companies.  The market in India for RE business is estimated at USD 500 million and is growing at an annual rate of 15 percent.  The major areas of investment are: solar energy, wind energy, small hydro projects, waste-to-energy, biomass and alternative fuel. The new RE policy of the Government of India (GOI) aimed at generating 10,000 MW through renewable and a non-conventional source by 2012 is expected to further boost the growth rate of this sector.  

Key factors responsible for growth in this sector include:

· Large demand-supply gap in electricity 

· India is generously endowed with RE resources like solar, wind, bio-mass materials, urban and industrial wastes and small hydro resources

· Low gestation periods for setting up RE projects with quick return

· Conducive government policies

· The large number of financing options available for capital equipment

· Increasing awareness among industry that being environmentally responsible is economically sound.

The annual turnover of the RE industry in India is approximately USD 500 million. The investment in RE is estimated to be about USD 3 billion.  Of the estimated potential of 100,000 MW from RE only about 3500 MW has been exploited to-date.  The federal government has set a medium scale goal of electrification of 18,000 remote villages and meeting 10 percent of the country’s power supply through RE by the year 2012.  These targets are in addition to those fixed for other RE devices or programs including establishing 1 million biogas plants, 1 million SPV (Solar Photovoltaic) systems for lighting, 8,000 SPV pumps for irrigation, 10,000 SPV generators, stand-alone SPV power plants, solar water heating systems, solar air heating systems, solar cookers including large steam cooking systems, 360 energy demonstration parks and establishing more solar retail outlets and solar passive buildings, among other projects. 

The GOI is implementing various programs for utilizing solar energy such as solar PV (Photovoltaic) lighting and water pumping systems, solar cookers, solar thermal water heating systems and solar power generation throughout the country.  Incentives include central financial assistance; 80 percent accelerated depreciation; relief in customs duty, excise duty and sales tax; soft loans; and government policies covering wheeling, banking, buy-back, and third-party sale of power are being formulated to encourage the use of non-conventional energy sources and to offset the initial cost.  

India has not been successful in keeping pace in this sector, despite a large demand supply gap with respect to energy requirements and ample renewable resource availability.  The U.S. is the pioneer in this sector.  Several U.S. companies such as GE Power Systems, Solar Wall, NRG System, Alstom Power, Astro Power, Shell, Duke Solar and Sundanzer play a major role in the Indian market. 

Although a few U.S. companies have market presence in India, industry experts feel that U.S has played a minimum role in tapping opportunities in this sector.  There are projects for development that U.S. companies should consider if they are keen to enter the Indian market.  Sub-sectors that continue to show a high growth rate and are expected to drive the RE market are briefly discussed below:

Solar Energy: The scope of generating power and thermal applications using solar energy is promising.  Only a fraction of the aggregate potential in renewable resources and in particularly solar energy is being used so far.  Processed raw material for solar cells, large capacity SPV modules, film solar cells, SPV roof tiles, inverters, charge controllers etc., have good market potential in India.

Biomass Energy:  In a country like India, biomass holds considerable promise as 540 million tons of crop and plantation residues are produced every year, a large portion of which is either wasted, or used inefficiently.  Conservative estimates indicate that even with the present utilization pattern of these residues and by using only the surplus biomass materials, estimated at about 150 million tons, about 17,000 MW of distributed power could be generated.

Hydro Projects: With numerous rivers and their tributaries in the country, the small hydro sector presents an excellent energy opportunity with an estimated potential of 15,000 MW.  About 10 percent of this has been exploited so far.  In order to accelerate the development of small hydropower in the country, the GOI also provides concessions for existing hydro projects including financial support for renovation, modernization and capacity upgrading of aging small hydro power stations. 

Energy from Wastes: The rising piles of garbage in urban areas caused by rapid urbanization and industrialization throughout India represent another source of non-conventional energy.  Good potential exists for generating approx. 15,000 MW of power from urban and municipal wastes and approx. 100 MW from industrial wastes in India.

Biofuels: The GOI recently mandated the blending of 5 percent fuel ethanol in 95 percent gasoline in 9 states and 4 union territories as of January 1, 2003.  This mandate has created an approx. 3.6 billion liter demand for fuel ethanol in the entire country, and also further increase in the fuel ethanol component of the blend to 10% as of October 1, 2003.  The significant demand growth creates a tremendous manufacturing opportunity for the U.S. fuel ethanol industry seeking to expand its investments internationally.  A substantial import of fuel ethanol will be necessary to supply the product required to meet the burgeoning demand created by the currently effective GOI mandate. 

Note:  We are not providing a data table because, in most of the segments of this sector, no reliable statistics are available.  

BEST PROSPECTS FOR AGRICULTURAL PRODUCTS

Rank of Sector:
N/ARank of Sector:N/A
Name of Sector:
Cotton

PS+D Commodity Code:
2631000
India is a growing import market for extra long staple (ELS) cotton and high quality long staple cotton (28-32 mm).  Imports of medium staple cotton occur when local supplies are tight and/or when world prices are favorable.  Although India is typically a price sensitive market, there has been an increasing demand for quality in recent years.  Cotton was the single largest agricultural export item from the United States to India in CY 2001 and CY 2002, valued at $194 million and $86 million, respectively.  The United States has emerged as the largest cotton supplier to India with a market share of nearly 50 percent due to highly competitive prices of U.S. cotton vis-a-vis cotton from other origins.  Other major suppliers are West Africa, Australia, CIS countries, Egypt, Turkey, Greece, and South America.  Most mills using ELS are familiar with U.S. Pima and its superior fiber characteristics.  Many mill owners importing U.S. upland cotton are appreciative of its quality and higher spinning out turn.   

Data Table (in million metric tons)
	
	2001
	2002
	2003(est.)

	Total Market Size
	2.71
	3.10
	2.57

	Total Local Production
	2.38
	2.68
	2.31

	Total Exports
	0.02
	0.01
	0.01

	Total Imports
	0.35
	0.43
	0.27

	Imports from the U.S.
	0.05
	0.21
	0.12


Source: All figures are on Marketing Year (Aug-Jul) basis; 2000-01 & 2001-02 are official USDA estimates; 2002-03 are trade estimates.  

Rank of Sector:
N/A

Name of Sector:
Tree Nuts and Dry Fruit (excluding cashews)

PS+D Commodity Code:
0802110000, 080212, 0802320000, 0802502100PS+D Commodity Code:0802110000, 080212, 0802320000, 0802502100
Dry fruits and nuts (primarily almonds) have been one of the leading commercial U.S. exports to India in the past, with exports in CY 2002 valued at over $69 million.  The United States is the largest supplier of almonds (mostly in-shell) to India with a market share of 85-90 percent.  India also imports small quantities of dates, pistachios, hazelnuts, prunes, and raisins, mainly from Iran, Afghanistan, Pakistan, and the Middle East. 

Data Table (in million metric tons)

	
	2001
	2002
	2003(est.)

	Total Market Size
	NA
	NA
	NA

	Total Local Production
	NA
	NA
	NA

	Total Exports
	0.016
	0.016
	0.017

	Total Imports
	0.026
	0.028
	0.029

	Imports from the U.S.
	0.021
	0.022
	0.025


* Walnuts, Almonds, and Raisins

Source: Trade estimates. 

Rank of Sector:
N/ARank of Sector:N/A
Name of Sector:
Wood Products

PS+D Commodity Code:
4401

India has lifted virtually all non‑tariff trade barriers on wood product imports, although tariffs remain high. The domestic market is highly price sensitive.  Scarce supplies and high prices have limited the use of wood in the construction and other sectors.  Dwindling domestic supplies and restrictions on tree felling, due to environmental concerns, are likely to result in a more liberal import regime in the coming years. 

Data Table (in million U.S. dollars)

	
	2001
	2002
	2003(est.)

	Total Market Size
	NA
	NA
	NA

	Total Local Production
	NA
	NA
	NA

	Total Exports
	33
	32
	NA

	Total Imports
	465
	560
	409

	Imports from the U.S.
	4.7
	5.1
	5.9


Source: Trade figures on an Indian Fiscal Year (Apr-Mar) basis are official estimates; U.S. exports derived from U.S. Bureau of the Census Trade Data. 

Rank of Sector:
N/ARank of Sector:N/A
Name of Sector:
Fresh Fruits 

PS+D Commodity Code:
N/A

India now provides market access for most fresh fruits, although tariffs are high.  With a growing segment of consumers insisting on world standards and year-round availability, there is an increasing demand for imported fresh fruits.  U.S. exports of fresh fruits to India in CY 2002 were valued at $9.2 million, mostly apples and table grapes.  Market sources expect imports to show double digit in the coming years, with several new products expected to enter the Indian market.  

Data Table (in Million U.S. Dollars)

	
	2001
	2002
	2003(est.)

	Total Market Size
	NA
	NA
	NA

	Total Local Production
	NA
	NA
	NA

	Total Exports
	NA
	NA
	NA

	Total Imports
	4.8
	12.4
	18.0

	Imports from the U.S.
	0.01
	6.9
	9.2


Source: Trade figures for Indian Fiscal Year (Apr-Mar) 2000-01 and 2001-02 are official estimates, 2002-03 are trade estimates; U.S. exports derived from U.S. Bureau of the Census Trade Data. 

Rank of Sector:
N/ARank of Sector:N/A
Name of Sector:
Pulses 

PS+D Commodity Code:
0542100, 0542200, 0542300, 0542400

India is the world’s largest importer of pulses (peas, lentils, and beans).  Imports totaled 1.9 million tons in Indian Fiscal Year 2002-03 (Apr-Mar) and are forecast at 2 million tons in 2003-04.  India is primarily a price (rather than quality) market.  Imports are sourced largely from Canada, Myanmar, Australia, and France.  Higher U.S. prices have hindered exports in recent years, but exporters with competitively prices supplies of green peas, chick peas, lentils, and some dry beans, should find a home for their products in India’s growing pulse market.  Pulses attract a relatively modest 10 percent import tariff.  

Data Table (in Million Metric Tons)

	
	2001
	2002
	2003(est.)

	Total Market Size
	13.4
	15.0
	13.8

	Total Local Production
	11.1
	13.2
	11.8

	Total Exports
	0.2
	0.2
	0.2

	Total Imports
	2.3
	1.9
	2.0

	Imports from the U.S.
	0.002
	0.001
	0.001


Source: Trade figures for Indian Fiscal Year (Apr-Mar) 2001-02 and 2002-03 are GOI official estimates, for 2003-04 they are trade forecast.  

Rank of Sector:
N/ARank of Sector:N/A
Name of Sector:

Vegetable Oil 

PS+D Commodity Code:
4240000
India continues to remain the world’s largest edible oil importer with 2002-03 (Oct-Sep) imports estimated at 5.3 million tons.  While cheap palm oil has traditionally dominated this price sensitive market, exporters with competitively priced supplies of other oils, such as soybean oil and sunflowerseed oil, should be able to find buyers in India.  While the import duty on most oils ranges from 65 to 85 percent, soybean oil enjoys a preferential duty of 45 percent, due to India’s WTO commitments.  Although India has now emerged as a major commercial buyer of soybean oil, imports from the United States are limited due to higher prices vis-a-vis oils of South American origin.  

Data Table (in Million Metric Tons)
	
	2001
	2002
	2003(est.)

	Total Market Size
	10.4
	9.5
	10.5

	Total Local Production
	5.3
	4.2
	5.6

	Total Exports
	0
	0
	0

	Total Imports
	5.1
	5.3
	4.9

	Imports from the U.S.
	0.1
	0.1
	0.1


Source: All figures are based on local marketing year (Oct-Sep) and are unofficial trade estimates. 

SIGNIFICANT INVESTMENT OPPORTUNITIES

Sector Name:  Healthcare Services

According to a McKinsey report, India annually spends $22.15 billion (Rs.1030,000 million) or 5.2 percent of its Gross Domestic Product  (GDP) on healthcare. This is comparable with most other developing countries.  With changing demographics and disease profiles and the rising cost of treatment it is estimated that spending on healthcare will increase from $18 billion (Rs. 860,000 million) in 2000-2001 to $43 billion in real terms by 2012. Healthcare products and services such as hospital services, healthcare equipment, health insurance and managed care account for approximately $13-14 billion.

The healthcare industry is one of the beneficiaries of India's economic liberalization.  A rising middle-income group of Indian population are going through a change in attitude towards healthcare.  This group spends money on preventive care and annual health check-ups.  The Indian middle-income group demands the best healthcare products and services. Increasing per capita expenses from this growing group is expected to support the growth of the Indian healthcare industry. Central Bureau of Health Intelligence study confirms that majority of Indians, particularly the middle and high-income groups, have more confidence in healthcare products and services offered by private hospitals than by the government-owned healthcare agencies.  Private sector healthcare service is about 60 percent more expensive than the government hospitals and the middle and high-income groups are willing to pay for the service. In rural and semi urban areas government has a vast base of primary health centers, and community health centers. Despite this vast network, patients turn to private providers. Private healthcare will continue to be the largest component of healthcare spending and is likely to double from $15 billion (Rs. 690, 000 million) today to $33 billion (Rs.1560,000 million) by 2012.

In a landmark decision in 1983, the Government of India (GOI) allowed private sector involvement and investment in hospital ventures.  Since that decision, a number of Indian private sector companies have set up hospital facilities and clinics, including a growing number of high-end facilities which offer top-of-the-line medical treatment. In addition to attracting significant numbers of local patients, patients from neighboring countries and Europe are increasingly flying in to take advantage of the medical services now available in India.  To meet the growing demand, and service standards most of the Indian hospitals import the latest hospital equipment and instruments.  

Major business groups such as Fortis Healthcare (a Ranbaxy group company), Max Healthcare, and Apollo Hospitals have created specialty and super-specialty hospitals in several Indian cities.  These companies are in the process of increasing their healthcare networks to provide better access, convenience and coverage to their patients.  Apollo Hospitals has established diagnostic centers/clinics, either on its own or in association with local partners. Max India, which is working to establish the "Max" brand in India has created primary healthcare facilities and secondary healthcare centers.  The secondary healthcare centers have diagnostic facilities and offer specialist consultations.  Fortis Healthcare has established a 200-bed heart care facility at Mohali near Chandigarh.  Fortis also plans to set up city centers in New Delhi to provide primary healthcare services and consultations.

Emergence of private medical insurance programs is expected to further support the Indian healthcare sector.  Previously, India had only a very limited health insurance program offered by the Government of India's General Insurance Company.  According to the Economist Intelligence Unit, barely 0.25 percent of the Indian population has health insurance of any kind. The availability of private healthcare insurance will increase spending in healthcare services. 

At present Indian lags behind in the quality of healthcare.  India has 1.5 beds per thousand people while countries such as China, Brazil, Korea have 4.3 beds per thousand, in Indian there are only 1.2 registered physicians per thousand people, resulting in a large base on unqualified practitioners. To meet demand for healthcare by 2012 and improve the quality of service the infrastructure needs to be improved significantly. Around 750,000 beds need to be added and an additional 520,000 physicians will be required. Creating infrastructure will require hospitals, medical colleges and other facilities. It is estimated that $21-30 billion of investment in required over the next 10 years.

Sector Name: Retailing

Organized retailing is an emerging industry in India. While the Indian retail industry is at a nascent stage compared to developed countries, in the last few years economic and social trends have led to a rapid change in India’s retail sector.  Organized retailing has seen a number of players entering the industry with various retail concepts. The organized Indian retail industry business is expected to grow between 30-50 percent annually during the next few years, from a present volume of $2.8 billion to $9.75 billion by 2005. Compared to the total consumer spending of around $98 billion in India, however, the present volume of organized retailing is very small. 

While there are still no major nationwide store chains in India, departmental stores, branded stores, specialty stores, shopping malls and supermarkets are mushrooming in most major cities of India. The current trend for shopping centers in major Indian cities is integration of shopping with entertainment and leisure activities. Retailing is India’s largest industry and one of the biggest sources of employment in the country and generates more than 10 per cent of India’s GDP. According to a recent study on retailing carried out by a leading global consulting firm on behalf of the Federation of Indian Chambers of Commerce and Industry (FICCI), the Indian retail market size has been estimated at approximately $180 billion (defined in terms of total retail sales). The share of the organized retail market is estimated to be only around 2 percent. It is estimated that by the year 2005, the share of organized retailing will be more than 5 percent.

The National Council for Applied Economic Research (NCAER) estimates the 'consuming class' - households with an annual income of Rs. 45,000 - 215,000 ($957-$4,574) at 1994-95 prices currently totals 53.4 million. Given an average 5.56 people per household, NCAER study indicates about 297 million middle-class consumers. This consuming class in India is now being exposed to shopping as an experience with a host of international brands at competitive prices. The Indian consumer has started spending more and expects a wide array of choices in the form of better quality retail outlets, product choices and brand options.

India has not yet allowed foreign direct investment in the retailing sector. There have been discussions between the government and the industry on opening up the retail sector to foreign direct investment, at least to allow 26 percent foreign equity initially, but a decision has not yet been taken. However, even though FDI is not allowed, foreign companies can still enter this sector mainly through the joint venture (JV) and franchising route. The Indian government partially opened up the retail sector by allowing FDI in direct marketing earlier. 

Increasing purchasing power of buyers, consumer preference for convenience of shopping in multi brand outlets combining shopping with entertainment, increasing awareness about international products, increasing product variety, and the economies of scale, with the aid of modern supply and distribution management solutions have been the primary reasons for the evolution of organized retailing in India. Retailing has been provided impetus from multiple sources, including upgrading of conventional stores to modern retailing stores, and companies ensuring exclusive visibility for their products. 

Food, textiles and clothing, jewelry, footwear, furniture and consumer durables are the major segments lucrative to retailers. As per a study conducted by leading retail consultants, KSA Technopak, the largest item of personal consumption, food retailing, is not surprisingly the largest retailing segment. In the foods sector however, the organized retail business in India is estimated at only 1 percent of the total food market. Clothing and footwear is the second largest retail segment, after food. Private consumption on clothing in 2000-2001 was estimated to be $31 billion. Among all segments of consumer expenditure, organized retail is the largest in this segment, which is estimated to be $851 million. Clothing will continue to remain the largest segment of organized retail activity in India for the next few years.  According to a KSA-Technopack report, the food and fashion businesses along with household items are set to dominate the organized retail market in India with 85 per cent market share. There has also been a sharp increase in number of outlets selling consumer durables between 1995 and 2000. 

The figures for the Indian retail business, when compared to developed markets look very small but in the Indian context they are attractive enough to invite investors’ attention. Large Indian corporate houses such as the Tata’s, Raheja’s, and Goenka’s have entered the retailing sector with garment stores, beauty and health stores, supermarkets, self-service music stores, bookstores, every-day-low-price stores, computers and peripherals stores, office equipment stores and home/building construction stores. Global major Marks and Spencer entered the Indian market last year through the franchisee route and has opened outlets in Delhi and Mumbai. Hong Kong based, Dairy Farm, which entered the country quite some years back, along with RPG Enterprises of India are joint promoters of the Foodworld chain of stores in South India. 

An emerging trend in the Indian retailing sector is that many of the major developers of mega malls and owners of retail outlets in the major metros of India have hired the services of foreign mall developers and retailing consultants and designers, especially from Singapore. Retailing services, equipment/merchandizing are also emerging opportunity areas.

The emergence of organized retail outlets has predominantly been an urban phenomenon, however, in the next couple of years, organized retailers are expected to enter semi-urban areas in India, where disposable income is also increasing.

With tariffs on imported consumer items gradually being aligned to meet prescribed WTO norms and with reduction of import restrictions, the retailing sector is likely to get a major boost. To attract and sustain the interest of international retailers, India still however has quite a way to go by way of reforming the real estate laws, restructuring the tax structure, and allowing FDI in the retail sector. 

Sector Name: Biotechnology

Modern biotechnology has gained significance in India over the last five years.  According to the Confederation of Indian Industry’s (CII) report on the status of biotechnology in India, in 1999, the actual consumption of biotechnology products was $1.8 billion and is estimated to reach $2.2 billion by 2005 and $4.3 billion by 2010. CII estimates indicate that India can offer $200 million worth of biotechnology opportunities needing fresh investments over the next five years, which if realized could result in annual receipts of $250 million during the next 5 to 7 years. Listed below are consumption statistics, past and future, across major biotechnology sub-sectors.

Past and Future Consumption of Biotech Products in India

	Biotech 

Sub-sectors
	Actual Consumption
	Estimated Consumption 

	
	1999
	2005
	2010

	
	Million U.S. $
	Percentage of Total
	Million U.S.$
	Percentage of Total
	Million U.S.$
	Percentage of Total

	Healthcare 
	670
	37.5
	821
	37.6
	1708
	40.0

	Agricultural 
	534
	29.8
	672
	30.7
	1438
	33.7

	Industrial Products
	563
	31.5
	663
	30.3
	979
	22.9

	Others
	22
	1.2
	30
	14
	145
	3.4

	Total
	1789
	100
	2186
	100
	4270
	100


Source: Confederation of Indian Industry’s (CII)
Agricultural Biotech: India’s economy is still heavily dependent on agriculture.  With rich bio-diversity, skilled, and low cost human resources India offers an exciting agricultural biotech market potential.  Several production units have been established in India to manufacture plant tissue cultures. The production of bio-pesticides and bio-fertilizers is on the increase. Some of the major Indian and foreign players in this sub-sector include:  Hindustan Lever (Unilever Group), Dupont, Indo-American Hybrid Seeds, ITC Zeneca, Hoechst Schering, Novartis, EID Parry, Rallis, and Godrej Biotech.

 

Biotechnology in Healthcare: In this sub-sector, products with the largest market share are bio-drugs, vaccines, and diagnostics. The market for diagnostics in India in 2002 was valued at $200 million, with 50 percent of the demand being met by imports. Consumption of diagnostic devices and tests in the 11,500 hospitals and 14,000 diagnostic laboratories in India has increased. The vaccine market is growing at the rate of 20 percent annually. Recombinant insulin, human growth hormone, interferon, and hepatitis B vaccine account for the majority of market share. The animal health biotech market, valued at $200 million in 2001, is expected to grow with increasing demand for veterinary vaccines, diagnostics, therapeutics, and protein feed. 

Genomics and Bioinformatics:  To take advantage of the opportunities offered in genomics, several well-established Indian pharmaceutical companies such as Nicholas Piramal India Ltd, Ranbaxy Laboratories, and Dr.Reddy’s Laboratories have decided to enter this fast growing sector. Related to genomics is the fast growing field of bioinformatics. Biotech and pharmaceutical companies will need tremendous software support in the area of genomics. The local market for bioinformatics is expected to cross $5 billion in 2005.
In order to further stimulate the market development of the biotech sector the Government has introduced a number of tariff and non-tariff measures, such as income tax concessions to pharmaceuticals. All drugs and materials imported or produced domestically for clinical trials are exempt from customs and excise duties.  Customs duty on import of reference standards has been reduced from 25 percent to 5 percent. To facilitate research and development (R&D) in the biotechnology sector, the Government is planning to remove the existing restriction of minimum export obligation of approximately $4 million to be able to avail exemption from customs duty on certain equipments. R&D units with manufacturing facilities can avail of full customs duty exemption for certain equipment up to 25 percent of the previous year’s export receipts. 

The Indian Patents (Second Amendment) Bill has been cleared by the Parliament, which includes a 20-year patent term, emergency provisions and commencement of R&D immediately after filing of patents. To promote the industry in their respective states, several state governments such as Maharashtra, Karnataka, Tamil Nadu, and Andhra Pradesh have taken up measures such as announcing of state biotechnology policy, setting up of exclusive biotechnology parks, and the setting up of task forces with experts to guide them on policy issues.
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Membership in free trade arrangements:

The preferential arrangement/schemes under which India is receiving tariff preferences are Generalized System of Preferences (GSP), Global System Of Trade Preferences (GSTP). Presently, there are 46 member countries of GSTP and India has exchanged tariff concessions with 12 countries on a limited number of products.

Other such preferential arrangement includes SAARC Preferential Trading Agreement (SAPTA), Bangkok Agreement and India–Sri Lanka Free Trade Agreement (ISLFTA). These arrangements/ agreements prescribe Rules of origin that have to be fulfilled for the exports to be eligible for the tariff preference.

The Indian government has also nominated certain authorized agencies to issue Non Preferential Certificate of Origin in accordance with Article II of International Convention Relating to Simplification of Customs formalities, 1923. These Certificates of Origin evidence the origin of goods and do not bestow any right to preferential tariffs.

India and the U.S. are not part of any specific free trade conglomerate of nations, and this, experts feel, is an imperative to bolster both trade and partnership between the two countries.

Tariff and non-tariff barriers

From 1947 to 1991, India's import and export policies were such that a vast majority of goods could be imported only under license from the Central government's Controller of Imports & Exports (CCI&E). In 1991, India initiated economic reforms to tide over the budget deficit, balance of payments problems and structural imbalances in several industry sectors of the economy. In successive years, India has made the trade regime increasingly more transparent. However, India's tariffs are still high by international standards, and many quantitative restrictions on imports still exist. These high tariffs and import restrictions have constrained U.S. firms from selling in this market and U.S. investors from importing competitive inputs in several industries. 

India's policy relating to the general provisions regarding exports and imports is guided by the Export Import (EXIM) Policy of 2002-2007.  Imports are now permitted in most of the cases without a license. Exceptions to this arise where items are prohibited or restricted (import permitted under license) or where imports are allowed only through a state-owned enterprise. A new 8-digit commodity classification based on ITC- Harmonized System of coding for imports was adopted in April 2002. The common classification to be used by DGFT and Customs will eliminate the classification disputes and hence reduce transaction costs and time.
Since April 2001, India removed quantitative restrictions (QR) on a final batch of 715 items, completing the process of phased trade policy liberalization that was started in 1991. Out of these 715 items 342 are textile products, 147 are agricultural products including alcoholic beverages and 226 are other manufactured products including automobiles. 

While India has removed some tariff barriers, it has introduced other curbs such as adjustment of tariffs and anti dumping duties. Approximately 300 items comprise a 'sensitive' list of imports that the Government monitors. A  'war room' group has been created to closely monitor the import trends for these items. 

India has appealed to the Appellate Body of the World Trade Organization against the recommendations of a WTO panel report on its quantitative restrictions on import of agricultural, textile and industrial products. India has challenged the panel’s authority to determine whether the balance of payments can be used to justify imposition of import restrictions and the overall compatibility of regional trade agreements with WTO norms. The removal of QR's and the prospect of further reduction in tariffs to the Asian levels within a span of two years are likely to lead to a high degree of import competition.

Tariff rates

Classification:  The Indian customs classification on tariff items follows the Harmonized Commodity Description and Coding System (Harmonized System or HS). India has fully adopted HS through the Customs Tariff Amendment Act, 1985. There has been some modification of HS as appropriate to the Indian environment concerning excise taxes. It is pertinent to note that the excise authorities also use the HS codes for classifying the goods for levying the excise duty (manufacturing taxes) on the goods produced in India.

Customs duties:  The Customs Act was formulated in 1962 to control the imports through preventing illegal imports and exports of goods. The Customs Tariff Act specifies the tariffs rates and provides for the imposition of anti-dumping and countervailing duties. With some exceptions, most tariffs are ad valorem. Tariff rates, excise duties, regulatory duties, and countervailing duties are revised in each annual budget. 

From February 1, 2003 Indian Customs uses the 8-digit customs classification code based on Harmonized System of Nomenclature (HSN).  Currently, Indian Customs, the Directorate-General of Commercial Intelligence and Statistics, and the Directorate General of Foreign Trade use different nomenclatures and codes for classification of imports and exports. While Customs use six-digit codes, DGCI&S uses eight-digit codes for statistical purposes. The DGFT has broadly extended the eight-digit DGCI&S codes up to 10 digits.  The new harmonized codes, finalized by an inter-Ministerial Task Force, will be common for customs, excise, trade and the DGFT. 

Indian tariffs have been progressively brought down since early 90’s and now the peak tariff rate announced in this budget (2003-04) was reduced to a ceiling (with a few exceptions) of 25 percent in the last fiscal budget. The budget announcement committed to a phased reduction in duty rates in accordance with WTO guidelines. A special additional duty will continue to be charged at 4 percent on all products, except on duty free imports. Import duties are quite product specific and may be altered by notifications that are issued through out the year.  American companies are advised to verify the relevant rates for their products. 

In order to give a broad guide as to classification of goods for the purpose of duty liability, the central Board of Excises Customs (CBEC) bring out periodically a book called the "Indian Customs Tariff Guide" which contains various tariff rulings issued by the CBEC. The Act also contains detailed provisions for warehousing of the imported goods and manufacture of goods is also possible in the warehouses. The official website of the government of India where the rates of duties are published is: www.cbec.gov.in or http://commerce.nic.in/.   Other websites where this information can be obtained include: http://exim.indiamart.com/customs-duty/ and http://exim.indiamart.com/index.html
Duty Exemption Scheme:  The Duty Exemption Scheme enables duty free import of inputs required for export production. An Advance License is issued under Duty Exemption Scheme. The Duty Remission Scheme enables post export replenishment/ remission of duty on inputs used in the export product. Duty Remission scheme consist of (a) DFRC and (b) DEPB. DFRC permits duty free replenishment used in the export product. The DEPB scheme allows drawback of import charges on inputs used in the export product.  The government has wide discretionary power to declare full or partial duty exemptions "in the public interest" and to specify conditions such as end-use provisions. Almost half of India's total inputs enter under concessional tariffs, though the use of exemptions is falling in tandem with the tariff-reduction program. 

While reduced tariffs have assisted several U.S. export industries, further reductions in basic tariff rates would benefit a wide range of U.S. exports. Industries that might benefit from reduced tariff rates and removal of Quantitative Restrictions (QR's) include the following: consumer products, processed food, footwear, toys and telecommunications products. Fertilizers, mining equipment, wood products, jewelry, camera components, paper and paperboard, ferrous waste and scrap, computers, office machines and spares, textile machinery and spare parts, hand tools, soft drinks, cling peaches, vegetable juice and canned soup would also benefit. 

Prohibited imports 

The Export Import Policy does not include a separate ‘prohibited imports’ listing. The ‘prohibited import’ status of any item is noted alongside the item listing in the Indian Trade Classification (Harmonized System Book), notified by the Directorate General of Foreign Trade. The information is published, among others, by the Directorate General of Commercial Intelligence & Statistics, Calcutta. 

Items completely banned from import into India include items that damage the environment or wildlife, and certain defense items. There are also prohibitions in place for items related to maintaining internal security, public order and various standards of decency and morality. The prohibitions were also introduced to prevent shortages of goods in the domestic market and conserve foreign exchange to safeguard India's balance of payments; and to control trade in gold and silver.

India's trade policy specifies a restricted list of imports. These goods, cited as restricted under the ITC (HS) can be exported or imported under license. In its latest edition the trade policy has removed 69 items covering animal products, vegetables and spices, antibiotics and films from the restricted list.

The import of primary products of plant and animal origin is restricted to ‘Bio Security & Sanitary and Phyto-Sanitary Permit’ to be issued by the Department of Agriculture and Cooperation. This permit will be based on Import Risk Analysis of the product to be conducted on scientific principles, in accordance with the WTO agreement on Application of Sanitary and Phyto-Sanitary Measures. 

The policy also states that in conformity with the 'National Treatment Principle' of GATT, imports have also been made subject to the following domestic regulations:

Import of all food products will be subject to compliance of all the provisions of Food Adulteration Act and Rules there under.

Import of meat and poultry products will be subject to compliance of all the provisions of Meat Food Product Order.

Import Tea Waste will be subject to compliance of Tea Waste (Control Order).

No import of textile material using the prohibited dyes like azo dye shall be allowed. For this purpose, a pre-shipment inspection certificate has been made mandatory.

In view of road safety and environmental considerations, imports of second hand automobiles have been allowed subject to the following conditions:

Import of automobiles older than three years is not allowed.


Imported vehicles need to conform to Central Motor Vehicle Rules.


Import of left hand drive vehicles is not allowed.


To ensure that documentation requirements are met, pre-shipment as well as post shipment certification is mandatory.


Imported automobiles must have a minimum residual life of five years. The importer is to ensure supply of spares and service during this period.


Such imports are allowed only through customs port at Mumbai.

The import of new automobiles is allowed subject to following conditions:

Import allowed only from the country of manufacture.


Import of left hand drive vehicles not allowed.

Imported vehicles to conform to the provisions of Motor Vehicles Act, 1988.

Prototype of vehicle to be approved by notified agencies in India.

U.S.-imposed export controls

Indian and the U.S. government formed a High Technology Cooperation Group (HTCG) in November 2002 to facilitate and promote high technology bilateral trade.  The Bureau of Industry and Security (BIS) (formerly known as the Bureau of Export Administration, BXA) is the American government agency responsible for implementing and enforcing the Export Administration Regulations (EAR), which regulate the export and re-export of most commercial items. BIS often refer to the items that they regulate as "dual-use" – items, since these items have both commercial and military or proliferation applications - but purely commercial items without an obvious military use are also subject to the EAR. For further inquiries regarding the list of items requiring U.S. export clearance contact:

Bernie Kritzer, Director Office of Strategic Trade and Foreign Policy Controls 14th Street and Constitution Avenue, NW U.S. Department of Commerce, Washington DC 20230  Tel. 202-482-4196 Fax 202-482-4094Website:  http://www.bis.doc.gov/

Import licensing requirements

In the last decade, India has steadily replaced licensing and discretionary controls over imports with deregulation and simpler import procedures.  The majority of import items fall within the scope of India’s Ex-Im Policy regulation of the Open General License (OGL). This means that they are deemed to be freely importable without restrictions and without a license, except to the extent that they are regulated by the provisions of the Policy or any other law for the time being in force. 

Imports of items not covered by OGL are regulated, and fall into three categories: banned or prohibited items; restricted items, requiring an import license; "canalized" items importable only by government trading monopolies and subject to Cabinet approval regarding timing and quantity.

See preceding paragraph on prohibited imports for prohibited and restricted items. Canalized items  can be imported only by specified public-sector agencies. These are government of India owned entities and operate as the monopoly importer in India. These include petroleum products (to be imported only by the Indian Oil Corporation); nitrogenous phosphates, potassic and complex chemical fertilizers (by the Minerals and Metals Trading Corporation) vitamin- A drugs (by the State Trading Corporation); oils and seeds (by the State Trading Corporation and Hindustan Vegetable Oils); and cereals (by the Food Corporation of India).   However, these items are also slowly being phased out and by 2005 the canalized import list may be abolished.

Customs regulations and contact information

Customs policy guidelines issued on March 31, 2002 include the following:

Actual User Condition: Capital goods, raw materials, intermediates, components, consumables, spares, parts, accessories, instruments and other goods, which are importable without any restriction, may be imported by any person. However, if such imports require a license, the actual user alone may import such goods unless the licensing authority specifically dispenses with the Actual User Condition.

Second Hand Goods: All second hand goods are restricted for imports and may be imported only in accordance with the provisions of the Policy. ITC (HS), Handbook (Vol.1), Public Notice or a license issued in this behalf applies.

Import of Gifts: Imports of gifts are permitted where such goods are otherwise freely importable under the Policy. In other cases, a Customs Clearance Permit (CCP) is required.

Passenger Baggage: Household goods and personal effects can be imported as part of passenger baggage. Samples of such items that are otherwise freely importable under the Policy may also be imported as part of passenger baggage without a license. Exporters coming from abroad are also allowed to import drawings, patterns, labels, price tags, buttons, belts, trimming and embellishments required for export, as part of their passenger baggage, without a license.

Import on Export Basis: New or second hand jigs, fixtures, dies (including contour roller dies), moulds (including molds for die-casting), patterns, press tools and lasts, construction machinery, containers/ packages meant for packing of goods for export and other equipment, can be imported for export without a license by furnishing a Legal Undertaking/Bank Guarantee with the Customs Authorities.

Re-Import Of Goods Repaired Abroad: Capital goods, aircraft including their components spare parts and accessories, whether imported or indigenous, can be sent abroad for repairs, testing, and quality improvement or upgrading of technology and re-imported without a license.

Import Of Machinery And Equipment Used In Projects Abroad: After completion of the projects abroad, project contractors may import, without a license, used construction equipment, machinery, related spares up to 20% of the CIF value of such machinery, tools and accessories. Used office equipment and vehicles may also be imported after completion of the projects abroad without a license provided they have been used for at least one year.

Sale on High Seas: Sale of goods on high seas for import into India may be made subject to the Ex-Im Policy or any other law for the time being in force.

Import under Lease Financing: Permission from the licensing authority is not required for import of new capital goods under lease financing.

Import/Export Documentation: Importers are required to furnish an import declaration in the prescribed bill of entry format, disclosing full details of the value of imported goods. This must be accompanied by any import licenses, along with documentation such as sales invoice, freight and insurance certificates.  Not all consignments are inspected prior to clearance, and inspection may be dispensed with for reputable importers. In the current customs set-up, an appointment with the clearing agents for clearance purposes will avoid delays. 

In general, documentation requirements, including ex-factory bills of sale, are extensive and delays are frequent.  These cost investors time and money, including additional detention and demurrage charges, making it more expensive to operate and invest in India. For delayed clearances, importers seek release of shipments against a performance bond; furnishing a bank guarantee for this purpose is a more expensive proposition. Customs have recently extended operations to 24 hours a day to ensure timely clearance of export cargo.  

The import of specified capital goods, raw materials, components etc from the U.S. is subject to U.S. Export Control Regulations. U.S. suppliers of such items are required to obtain an export license based on the import certificate furnished by the Indian importer to the U.S. supplier. 

The following are designated Import Certificate issuing authorities: 

· The Department of Electronics for import of computer and computer related systems

· The Department of Industrial Policy and Promotion for organized sector firms except for import of computers and computer based systems

· The Ministry of Defense for defense related items

· The Director General of Foreign Trade for small-scale industries not covered in the foregoing. 

Until March 2001, Special Import Licenses (SIL's) were granted to companies with Export Trading House status based on a percentage of their FOB export values. These could be traded on the open market and were fully transferable. SIL's were discontinued on March 31, 2001. All items that were imported under SIL's are now importable on surrender of SIL's equivalent to 5 times the CIF value of the imported goods.

Capital goods can be imported with a license under the Export Promotion Capital Goods scheme (EPCG) at reduced rates of duty, subject to the fulfillment of a time-bound export obligation. The EPGC scheme now applies to all industry sectors. It is also applicable to all capital goods without any threshold limits, on payment of 5 percent custom duty.

A duty exemption scheme is also offered under which imports of raw materials, intermediates, components, consumables, parts, accessories and packing materials required for direct use in products to be exported may be permitted free of duty under various categories of licenses.  The actual user, non-transferable advance license is one such license. For those who do not wish to go through the advance-licensing route, post-export duty-free replenishment certificate is available.  

Advance License: An advance license is issued to allow duty free import of inputs, which are physically incorporated in the export product (making normal allowance for wastage). In addition, fuel, oil, energy, catalysts etc. that are consumed in the course of their use to obtain the export product, may also be allowed under the scheme. Duty free import of mandatory spares up to 10% of the CIF value of the license, which are required to be exported/ supplied with the resultant product, may also be allowed under Advance License. Advance License can be issued for: 

Physical exports. An advance license may be issued for physical exports to a manufacturer exporter or merchant exporter tied to supporting manufacturer(s) for import of inputs required for the export product. 

Intermediate supplies. An advance license may be issued for intermediate supply to a manufacturer-exporter for the import of inputs required in the manufacture of goods to be supplied to the ultimate exporter/ deemed exporter holding another Advance License. 

Deemed exports. An advance license can be issued for deemed export to the main contractor for import of inputs required in the manufacture of goods to be supplied to the categories mentioned in paragraph 8.2 (b), (c), (d) (e) (f), (g), (i) and (j) of the Policy.  

In addition, in respect of supply of goods to specified projects mentioned in paragraph 8.2 (d) (e) (f),(g) and (j) of the Policy, an Advance License for deemed export can also be availed by the sub-contractor of the main contractor to such project provided the name of the sub contractor(s) appears in the main contract. Such license for deemed export can also be issued for supplies made to United Nations Organizations or under the Aid Program of the United Nations or other multilateral agencies and paid for in foreign exchange.

Temporary goods entry requirements

The Indian Customs Act allows import of goods on a temporary basis into India. Section 74 of the Act provides for drawback on goods that are imported for a temporary period into India and exported out of the country.

As per the Section 74, drawback is allowable on re-export of duty paid goods. When the goods are re-exported out of India, the exporter will be entitled to a drawback of a specified percentage of the duty paid at the time of import.

The rate of drawback available depends upon the time period for which the goods are stored in India or put to use.  If goods are re-exported without being put to use in India, 98 percent of the customs duty would be available as duty drawback, provided that the exports have taken place within 24 months from the date of import. However, where the goods are used in India subsequent to their import, the drawback is determined on the basis of the duration of use of the goods in India (i.e., the length of period from the date of clearance for home consumption and the date goods are placed under customs control for export).

In addition, General Exemption No 14 of the Customs Tariff allows import of goods for display or use at fair, exhibition, demonstration, seminar, congress and conferences, subject to specified conditions.

Special export/import requirements and certification

The ‘Letter of Credit’ (LC) route is most favorable for exporting or importing transactions in India.  Free trade is encouraged or allowed unless the product falls under the restricted items that need specific licenses that are issued by the Director General of Foreign Trade (DGFT) in India. Commodities falling under the Capital Goods (CGs) segment are freely allowed without any restrictions.  The importer needs to specify his EXIM code number and has to pay applicable customs duties. The importers also need to provide surety and repayment liability.  Goods falling in the Open General License (OGL) category need no license. Similarly, raw materials, consumables, packing materials are freely allowed except for certain type of components like ball bearings and other parts, accessories that may need to have an import license. Certain goods, though free from licensing, face certain non-tariff requirements or conditions.

Products manufactured in Export Oriented Units (EOUs) that are based in the Free Trade Zones (FTZs) enjoy tax holidays or exemption from duties. These items cannot be sold in retail markets but have to be exported back to the country of origin after its process is complete. Additional information on EXIM procedures or certification process is easily available from: www.dgft.delhi.nic.in or Zonal Joint Directorate General of Foreign Trade - email: zjdgft@aec-ch.tn.nic.in 

Labeling

Labeling is an important element for products being exported to India. English is the favorable language for labeling. All packets or even containers should carry information depending on or vary from consignment to consignment. Exported goods should carry labels with respect to the revised Rules of 1997 of ‘The Standard of Weights and Measurements Act’ of 1992 - 1997. The custom officials are strict and ensure that imported items have the below information before it enters the retail market or sold for consumption, excluding those products that fall under the EOU segment. 

The information for items or products that go directly to the retail market are required to have the following details printed on the package:

Product description

Packaging information:

Net weight and gross weight

Shelf life of the product

Manufactured and expiry dates of the product or best before

Storage instructions

Ingredients

Bar codes (if applicable and is issued by the EAN and UPC at New Delhi)

Number provided by the Food Product Office (FPO) located at New Delhi and / or Mumbai

Recipe 

Address of the manufacturer and exporter to India

Address of the importer and distributor

Market retail price that includes taxes, duties, transportation 

Raw materials imported that still need further processes locally before entering into retail markets are exempted from carrying the above descriptive details but should be specified on the shipping bill that would also have the Market Retail Price (MRP). 

Warranty and non-warranty repairs
Capital goods, equipments, components, parts and accessories, whether imported or indigenous, may be sent abroad for repairs, testing, quality improvement or upgrading or standardization of technology and re-imported without a license/certificate/permission. Warranty spares, whether indigenous or imported, of plant, equipment, machinery, automobiles or any other goods may be exported along with the main equipment or subsequently but within the contracted warranty period of such goods subject to approval of RBI. 

The Export-Import policy permits the re-export and re-import of goods but both these attract the provisions of duties levied on regular import and export. The Reserve Bank of India and the Indian Customs regulate the re-export and re-import of goods either for repairs or other purposes. The assessment of the duty to be levied on such goods is decided by the Assistant Commissioner of Customs. 

Import duties of Customs are levied and no distinction is made whether the goods being imported had discharged duties earlier and they are being re-imported after exportation for particular purposes. When such goods are re-imported they attract and have to discharge the customs duty levied on import of similar goods (as the duty is on the act of importation) unless a specific exemption is issued. To avoid repeat of total duty on the full value of the imported goods when sent abroad for repairs, certain relief from duty has been provided. 

Free trade zones/warehouses

An overseas investor intending to use India as a production base for worldwide exports may find that India has the twin advantages of not only being a low cost production center but also a virtual tax haven. There are two schemes available under the Import-Export Policy with regard to exports - one is the scheme for 100% Export-Oriented Units ("EOUs") and the other is the Export Promotion Capital Goods Scheme ("EPCG"). 

The investor must evaluate and compare the benefits and obligations under both these schemes and decide upon the scheme that is most appropriate to its future business plans in India. In general, the EPCG scheme permits concessional duty of 5 percent on imports of capital goods provided a minimum level of exports is achieved over a period of 8 years. The EOU scheme is a comprehensive scheme and provides for a 5-year tax holiday up to 31st March 2009 under section 10A and 10B of the Indian Income Tax Act. Besides section 10A and 10B, sections 80HHC and 80HHE provides for a deduction of export profits from taxable income of the Indian exporters. The deduction is based on the proportion of export sales to total sales.

Export-oriented unit (EOU): A 100 percent EOU is one that offers for exports almost its entire production excluding permitted level of rejects and sales to the domestic tariff area (“DTA”).  The scheme came into effect on December 31, 1980 with the objective of providing an appropriate policy framework, flexibility of operations and incentives for exports. The EOU scheme basically aims at granting concessions in direct and indirect taxes to make Indian exporters more competitive in the international market.  

The following schemes are similar in concept to the EOU scheme:

EHTP - electronic hardware technology parks. The EHTP scheme has been introduced by the Government of India for building a strong electronic industry in the country to focus on increasing the export potential and for developing an efficient electronic component industry.  Though the EHTP scheme is primarily meant for development and manufacture of electronics hardware, the development of software for such hardware is also covered.  However, units engaged in the development of software alone are not covered under this scheme. All the features and conditions covered in the EOU scheme are also applicable to the EHTP scheme.

STP - software technology parks. The STP scheme is a 100 percent export oriented scheme for undertaking software development for export using data communication links or in the form of physical exports including export of professional services.

EPZ - the unit has to be located in an export processing zone. These zones have been set up as enclaves, separate from the DTA by physical barriers, to provide an internationally competitive duty free environment for export production at low costs. This enables the products to be competitive, both quality-wise and price-wise in the international market.  Each zone has basic infrastructure facilities like roads, developed land, standard design buildings, power, water supply and drainage, and build up sheds in addition to custom clearance facilities, banking facilities, post offices and clearing agents.

The government of India, during March 2000, announced a policy of setting up Special Economic Zones (SEZ’s) with a view to provide an internationally competitive and hassle free environment for exports. The policy provides for setting up of SEZ’s in the public, private, joint sector or by State Governments. It was also envisaged that some of the existing Export Processing Zones (EPZ) would be converted into Special Economic Zones. Accordingly, the Government has converted EPZ’s located at Kandla and Surat (Gujarat), Cochin (Kerela), Santa Cruz (Mumbai-Maharashtra), Falta (West Bengal), Madras (Tamil Nadu), Visakhapatnam (Andhra Pradesh) and Noida (Uttar Pradesh) into a Special Economic Zones. In addition, there are several other locations around India that have been approved for establishment.


The Special Economic Zone (SEZ), like the EPZ is an enclave, a specially delineated duty free area. SEZ is a deemed foreign territory within India for purposes of trade and customs duties, with special rules for facilitating foreign direct investment for export-oriented production. Units can be set up in SEZ for any type of activity: manufacture of goods, rendering of services, production, processing, assembling, trading, repair, remaking, reconditioning, or re-engineering. SEZ units can run in any line of activity.

The major benefit of investing in a SEZ is that investment proposals are only required to be foreign exchange positive i.e. foreign exchange inflows by way of earnings through direct exports, exports through third parties and sales to similar entities like EOU/SEZ/STP/EHTP’s have only to exceed foreign exchange outflows on imports of raw material/consumables, commission, royalty, fees, dividends, interest on ECB and share of amortized value of imported capital goods. And even this is required to be achieved only over a ten-year period. Clearances have been delegated to the Development Commissioner (DC) of the SEZ. The DC can clear almost all proposals for manufacturing. Only manufacturing arms and ammunition, atomic substances, narcotics/psychotropic substances, and tobacco products require a license, and are to be cleared by the Board of Approvals overseeing the SEZ’s at the Ministry level. Up to 100 percent foreign direct investment in manufacturing in SEZs comes under the automatic route of the Reserve Bank of India (RBI). This means that the money can be brought in and then reported to the local branch of the RBI in 30 days. Importantly, any combination of activities can be taken up in SEZ and only the combined performance gets reviewed. Activities can be added or dropped at will by an existing SEZ unit.

Private customs bonded warehouses may be set up in domestic tariff areas by following the procedure laid out in chapter IX of the Customs Act 1962. Such warehouses are permitted to import items consistent with paragraph 4.15 of the Ex-Im policy, notifying the validity of import licenses and custom clearance permits.  On receipt of goods, such warehouses shall keep the goods for a period of 5 years for capital goods and three years for other goods without payment of applicable customs duties.  Goods can be cleared against a bill of entry for home consumption on payment of applicable custom duty and submission of license, wherever required, provided an order for clearance of such goods for home consumption has been made by the competent Customs authorities. The goods can also be re-exported without payment of custom duty provided that (i) a shipping bill or a bill of export is presented in respect of such goods, and (ii) an order for export of such goods has been made by competent Custom authorities.
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Openness to foreign investment

Since 1991, India has made significant progress on economic reforms.  Nonetheless, foreign investment remains relatively controlled, with equity limits and government approvals required for many types of investments. 

A key reform allows “automatic" FDI approval in many sectors, which means that foreign investors must notify the Reserve Bank of India (RBI) of their investments, but need not obtain government licenses or approvals.  Other sectors require approval by either the Foreign Investment Promotion Board (FIPB) or the Cabinet Committee on Foreign Investment.  The rules vary from industry to industry and are frequently changed, but usually the changes have been in the direction of further deregulation.  The process is not always transparent. 

Equity caps for foreign portfolio investment are sometimes included in FDI caps.  There are no set rules specifying the combination of FDI and foreign portfolio investment allowed in share holding of a particular company.  In some cases the portfolio investment is included within the FDI cap; in other cases foreign portfolio investment is not subject to the FDI cap.
 A recent amendment to the Companies Act denies voting rights to foreign investors holding preferred stock in Indian companies if their holdings exceed the FDI limit.  This means that if the foreign equity participation is at the maximum permissible level in a company, the preference shareholder will not have any voting rights.  

Foreign investment is not allowed in real estate, retailing, legal services and railways.  Non-Resident Indians (NRIs) and Overseas Corporate Bodies (OCBs – a company or other entity owned by NRIs directly or indirectly to the extent of at least 60 percent) are allowed to invest in housing and real estate development sector. They are also allowed to hold up to 100 per cent equity in civil aviation companies in which otherwise foreign equity only up to 40 per cent is permitted.
The GOI’s privatization policy permits foreign investors to bid for the sale of the state-owned units.  Foreign investors are given national treatment at the time of initial investment or after the investment is made.  In sectors where licensing is required, procedures do not discriminate against foreign companies.  However, in certain consumer goods industries export obligations and local content requirements are imposed on foreign investors.
Sector-Specific Guidelines for Foreign Direct Investment (FDI) for key industries (in alphabetical order):

Advertising and films: 100 percent FDI with automatic approval is allowed, but certain conditions apply in film industry.

Agriculture: No FDI is permitted in farming or seed business, nor may foreigners, NRIs, or OCBs own farmland.  FDI up to 100 percent is permitted in tea plantations, but proposals require prior government approval.  There is compulsory divestment of 26 percent equity of the company in favor of an Indian partner or the Indian public within five years. 


Airport Infrastructure: FDI is allowed up to 100 percent.  Approvals for up to 74 percent are automatic.  For ground handling business at the airports, foreign companies can form joint ventures with the three state-owned companies to an FDI limit of  49 percent, on a case-by-case approval basis.
Alcoholic beverages: No FDI limit is applicable but prior government approval is required.

Atomic energy: FDI is limited to 74 percent for mining and mineral separation, integration, and value addition in mining and mineral separation.  FDI beyond 74 percent is approved on a case-to-case basis.  There are no automatic approvals.

Automobiles: In 2002, the GOI abolished FDI caps as well as local content requirements and export obligations for the industry 100 percent FDI allowed with automatic approval.


Banking: FDI is limited to 49 percent for private banks, and 20 percent for state-owned banks.  The foreign portfolio investment caps are equal to the FDI caps, and are additive for private banks and cumulative for public sector banks.  Foreign banks in India have the option to operate as branches of their parent banks or as subsidiaries.  A regulatory rule change in 2003 allows foreign shareholders of banking companies to exercise their voting rights in accordance with their shareholding level; earlier, the law restricted voting rights to a maximum of 10 percent.
Broadcasting:  FDI is limited to 20 percent in FM terrestrial broadcasting with prior government approval, but NRIs and OCBs may hold as much as 49 percent.  In direct-to-home broadcasting and uplinking hubs foreign investment from all sources is limited to 49 percent (with a maximum FDI component of 20%) with prior government approval.  In satellite broadcasting, FDI is limited to 49 percent with prior government approvals.  TV channels, irrespective of the ownership or management control, have to uplink from India provided they comply with the broadcast code.  FDI is limited to 26 percent (including portfolio investment) in news channels uplinking from India.  Entertainment channels face no FDI limit.     
Cable Network: FDI is limited to 49 percent (inclusive of both FDI and portfolio) of paid up share capital. 

Cigars/cigarettes of tobacco: There is no FDI limit but prior government approval is required.

Civil Aviation (domestic airlines): FDI is limited to 40 percent for foreign non-aviation companies.  No foreign airline company may make either a direct or indirect investment in an Indian domestic airline.  NRIs and OCBs may own 100 percent of a domestic airline.  In 2001, the GOI offered to offload 26 percent of India’s state-run international airlines – Air India – to foreign investors including foreign airlines.  There has been no movement on this privatization.
Coal/Lignite: FDI is allowed up to 100 percent in coal processing plant/power projects, but limited to 74 percent for exploration and mining for captive consumption.  Proposals for up to 50 percent FDI in private sector companies are approved automatically.  FDI is limited to 49 percent in state-owned units.
Construction: Construction and maintenance of roads, highways, vehicular bridges, tunnels, ports and harbors is allowed 100 percent FDI with automatic approval, up to a ceiling of $345 million.  FDI is limited to 74 percent with automatic approval for construction and maintenance of waterways, rail beds, hydroelectric projects, power plants and industrial plants.  FDI is not allowed in housing or office construction.

Defense and strategic industries: FDI is limited to 26 percent, subject to a license from the Defense Ministry.  There are no automatic approvals.

Drugs/Pharmaceuticals: FDI is allowed up to 100 percent for bulk drugs.  Automatic approval is granted irrespective of the FDI limit, provided the activity does not attract compulsory licensing or use recombinant DNA technology; otherwise, an approval from the FIPB is required.

E-commerce: FDI up to 100 percent is allowed in business-to-business e-commerce with the condition that foreign investors divest at least 26 percent to the Indian public within 5 years.  FDI is limited to 49 percent under the automatic approval route.  No FDI is allowed in retail e-commerce.  

Food Processing: FDI is limited to 51 percent with automatic approval for most products with the exception of malted foods, alcoholic beverages including beer, and in a protected category reserved for “small scale industries” where foreign equity ownership up to 24 percent is allowed.  Higher FDI is allowed on case-to-case basis on prior approval basis.  However, 100 percent FDI is allowed with automatic approval to NRI or OCBs. FDI up to 74 percent is allowed with automatic approval for cold storage facilities.  

Health and Education Services: FDI is limited to 51 percent with automatic approval.  Higher equity proposals need FIPB approval.  
Hotels, Tourism and Restaurants: 100 percent FDI is allowed with automatic approval.

Housing/Real Estate: No FDI is permitted in retail housing business.  NRIs and OCBs may invest up to 100 percent.  FDI up to 100 percent on prior government approval is permitted for projects such as the development of integrated townships, including housing, commercial premises, resorts, and hotels.  

Information Technology: 100 percent FDI is allowed with automatic approval in software and electronics except aerospace and defense.

Insurance:  FDI is limited to 26 percent in the insurance business and insurance brokering.  Approval is automatic.

Manufacturing: 100 percent FDI is allowed in manufacturing with automatic approval in textiles, paper, basic chemicals, rubber, plastic, non-metallic mineral products, metal products, ship/boat building, machinery and equipment.  FDI is limited to 24 percent in a protected category reserved for “small scale industries”.  The manufacture or production of 550 goods or services is restricted by law to small-scale enterprises with a capital investment of less than $206,000.  Higher percentages of foreign equity may be approved if the company exports 50 percent or more of its product.

Mining: FDI is limited to 74 percent with automatic approval for diamond and precious stone mining.  100 percent FDI is allowed with automatic approval for exploration and mining metallurgy, and processing of gold, silver and other minerals. 
Non-Banking Financial Companies (Merchant banking, underwriting, portfolio management, financial consulting, stock-brokerage, asset management, venture capital, credit rating, housing finance, leasing & finance, credit card business, foreign exchange brokerage, factoring and custodial services, investment advisory services): FDI is allowed up to 100 percent with automatic approval.  Capital norms are as follows: if FDI is less than 51 percent, $500,000 needs to be provided upfront; if FDI is between 51 percent and 75 percent, $5.0 million must be brought in up front; and if FDI exceeds 75 percent, $50 million is needed, out of which $7.5 million must be fronted, the balance due in two years.  Approvals may not be used to undertake holding company operations pertaining to downstream investments.

Petroleum: (approval must be obtained from the FIPB for all activities other than oil-refining in the private sector): 
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Pollution Control: FDI up to 100 percent is allowed with automatic approval for equipment manufacture and for consulting and management services.

Ports and harbors: FDI up to 100 percent  with automatic approval is allowed in construction and manufacturing of ports and harbors.  

Postal/courier services: FDI up to 100 percent is permitted in courier services with prior government approval.  FDI in letter delivery is not allowed.

Power: FDI up to 100 percent is permitted with automatic approval.

Print Media: In 2002, the GOI opened up the sector to foreign investment, with a 26 percent equity cap for news publications and a 74 percent cap for non-news publications. 

Professional services: FDI is limited to 51 percent in most consulting and professional services with automatic approval.  Legal services are not open to foreign investment.

Railways: FDI is not allowed in rail services.

Retailing: FDI is not allowed in retail business.

Roads, highways, and Mass Rapid Transport systems: FDI up to 100 percent is allowed with automatic approval.  

Satellites:  FDI is limited to 49 percent for establishment and operation of satellites.

Shipping: FDI is limited to 74 percent with automatic approval for water transport services.  

Telecommunications: Basic and cellular services including:

National and International 
49 percent

Long Distance 
49 percent

Equipment manufacturing 
100 percent

Global Mobile Personal Communication 
49 percent

Radio paging, Internet service 
74 percent

providers with gateways and 
GOI approval needed 

end-to-end bandwidth
for FDI above 49 percent

ISP without international gateways,
100 percent; GOI approval 

voice-mail and e-mail
 for FDI above 49 percent
Trading: FDI is not allowed in retail business.  FDI is limited to 51 percent under the automatic route primarily for export activities.  100 percent FDI may be approved through the FIPB for activities like bulk imports with export warehouse sales, as well as cash and carry wholesale trading.

Venture Capital: FDI is allowed up to 100 percent in venture capital funds (VCF) and venture capital companies (VCC) subject to Securities and Exchange Board of India (SEBI) regulations and sector specific FDI limits.  VCFs and VCCs may own up to 40 percent of unlisted Indian companies.  Investment in a single company by a VCF or VCC may not exceed five percent of the paid up corpus of a domestic VCF or VCC.  The automatic route is not available.

Conversion and transfer policies

There are no restrictions on remittances for debt service or payments for imported inputs.  Dividend remittances are permitted without approval from the Reserve Bank of India (RBI).   There are no delays beyond 60 days on remittances for dividends, lease payments, etc.  It only requires income tax clearance to ensure that taxes, if any, have been paid before the transaction is concluded.  The RBI’s approval is required to remit funds from asset liquidation.  Foreign partners may sell their shares to resident Indian investors.  GDR/ADR proceeds from abroad may be retained without restrictions.  Up to one million dollars may be remitted for transfer of assets into India.  Individual professionals including journalists and lawyers are allowed to keep 100 percent of their earnings from consultancy services rendered abroad in their foreign currency accounts. 
The Indian rupee is fully convertible on the current account and the capital account for foreign investors.  In June 2003 the exchange rate was Rs 46.70 to $1, compared to Rs 49.00 in June 2002.

Foreign Institutional Investors (FIIs) may transfer funds from rupee to foreign currency accounts and vice versa at the market exchange rate.  They may also repatriate capital, capital gains, dividends, interest income, and any compensation from the sale of rights offerings, net of all taxes without approval.  

Indian companies having technology transfer agreements with foreign companies may remit royalties; but recurring royalty payments, such as patent licensing payments, are normally limited to eight percent of the selling price.  Restrictions on payments (currently seven years) and the stipulation of minimum foreign equity holdings have been lifted.  Prior to these changes, only wholly-owned subsidiaries were allowed to make royalty payments to the overseas parent without restriction on duration.  Royalties and lump sum payments are taxed at 20 to 30 percent.  Payment of royalty up to two percent on exports and one percent on domestic sales is allowed under the automatic route on the use of trademarks and brand names of the foreign collaborator without technology transfer.

Foreign banks may remit profits and surpluses to their headquarters, subject to the banks’ compliance with the Banking Regulation Act, 1949.  Banks may also issue credit cards without RBI approval.  Banks are permitted to offer foreign currency-rupee swaps without any limits to enable customers to hedge their foreign currency liabilities.  They may also offer forward cover to non-resident entities on FDI deployed after 1993.    
Expropriation and compensation

There have been few instances of direct expropriation since the 1970’s.  The current trend favors government disinvestment (privatization) of existing publicly owned enterprises.  

Two U.S. pharmaceutical companies in business in India since the 1980’s have a pending dispute regarding a GOI price control order on certain pharmaceutical products.  At least four U.S. companies with investments in India’s power sector are involved in compensation disputes against various Indian State governments or local electricity boards.  

Dispute settlement

Foreign investors frequently complain about the purported lack of “sanctity of contracts”.  Although Indian courts are independent, they are backlogged with unsettled dispute cases.  Critics say that liquidating a bankrupt company may take as long as 20 years.  India has enacted the Arbitration and Conciliation Act of 1996, based on the UNCITRAL (United Nations Commission on International Trade Law) Model Law.  The Act attempts to unify the adjudication process on commercial contracts in India with the rest of the world.  Foreign awards are enforceable under multilateral conventions like the Geneva Convention.
India is not a member of the International Center for the Settlement of Investment Disputes, but is a member of the New York Convention of 1958.  

Performance requirements/incentives

Local sourcing is generally not required.  In some consumer goods industries, the GOI requires the foreign party to ensure that the inflow of foreign exchange and foreign equity covers the foreign exchange requirement for imported goods.  In 2002, the GOI removed measures previously requiring local content and foreign exchange balancing in automobile industry.  

Plant Location: Industrial undertakings are free to select the location of a project; in case of cities with population of more than a million, the proposed location should be at least 25 kilometers away from the Standard Urban Area limits of that city.  Electronics, computer, and printing as well as other non-polluting industries are exempt from such location restrictions.  Environmental regulations and local government zoning policies can delay projects.

Employment: There is no requirement to employ Indian nationals.  Restrictions on employing foreign technicians and managers have been eliminated, though companies complain that hiring and compensating expatriates is time-consuming and expensive.  The RBI has raised the remittable per-diem rate from $500 to $1000, with an annual ceiling of $200,000 for services provided by foreign workers payable to a foreign firm.  Employment of foreigners in excess of 12 months requires approval from the Ministry of Home Affairs.

Taxes: The GOI provides a 10-year tax holiday for knowledge-based start-ups.  Most state governments also offer fiscal concessions.  All foreign firms are allowed to participate in government financed or subsidized research and development programs on a national treatment basis. 
In sectors where FDI is prohibited for security reasons, research is not allowed.  For example, Media Lab Asia and MIT joint participated in a Ministry of Information and Technology and Communications-funded project recently.  U.S. scientists do collaboration work with government financed research and development teams in India.
The 2003/04 Budget restored tax breaks for exports units in the information technology industry to 100 percent from 90 percent in the previous year.  The export-import policy allows exporting firms duty-free import of all goods, including capital goods, exemption of excise taxes on capital goods, textile machinery, components and raw materials, as well as exemption of sales tax at the federal and state level.  Import of consumables, professional equipment, and spare parts in the service sector are allowed duty-free up to 10 percent of the average foreign exchange export earnings in the preceding three years.  However, tourism service sector can avail of duty free imports only up to 5 percent of foreign exchange earnings.   
Right to private ownership and establishment

Depending on sectoral restrictions, foreign and domestic private entities may establish and own businesses in trading companies, subsidiaries, joint ventures, branch offices, project offices and liaison offices.  

Various approvals and clearances are required such as incorporation of company, registration and allotment of land; permission for land use in case of industry located outside an industrial area; environmental site approval; sanction of power and finance; approval for construction activity and building plan; registration under State Sales Tax Act and Central and State Excise Acts; and consent under Water and Air Pollution Control Acts.

The GOI passed Securitization Act in year 2002 to introduce adequate bankruptcy laws.  But the requirement to obtain government permission to shut down some businesses makes it difficult to dispose of company assets.  The Government’s policy does not permit investment in real estate by foreign investors, except for company property used to do business.  NRIs and OCBs are permitted 100 percent equity investment in real estate.

Protection of property rights

The legal system puts a number of restrictions on the transfer of land, making titles unclear, often making it difficult to buy and sell land.  There is no reliable system for recording secured interest in property, making it difficult to use property as collateral or to foreclose against such property.  

India has effective copyright laws, but enforcement is weak and piracy of copyrighted materials is widespread.  India is a party to the Geneva Convention for the Protection of Rights of Producers of Phonograms and the Universal Copyright Convention, and a member of the World Intellectual Property Organization (WIPO) and UNESCO.

Trademark protection is good and was raised to international standards with the passage in 1999 of a new Trademark Bill that codified the use and protection of foreign trademarks and service marks.  As with copyright laws, enforcement is weak.  

The patent law has long provided protection for patented processes but not products.  However, in 2002 the GOI amended the law to provide for product patent protection partially fulfilling its TRIPS commitments.  However, the change does not apply to drugs, pharmaceutical, and agro-chemicals, and the new provisions on compulsory licensing and exclusive marketing rights are unclear.  The amended law gives the Government the power to acquire the patentees’ exclusive marketing rights on grounds of national emergency.  The Government adopted implementing regulations in 2003.
As a signatory to the Agreement on Trade Related Aspects of Intellectual Property Rights (TRIPS), India is committed to introducing a comprehensive system of product patents no later than December 31, 2004.  The Government has signaled that it intends to use the full transition period before implementing full patent protection.  A small but growing domestic constituency of Indian pharmaceutical companies, technology firms, and educational institutions favors improved patent protection. 
Indian law provides no protection of trade secrets.  The government has prepared legislation that would appear to be TRIPS compliant, but has not yet introduced it in Parliament.  In 2000, India passed legislation (Designs Act 2000) to meet its obligations under the TRIPS Agreement for industrial designs.  The GOI also passed the Semiconductor Integrated Circuits Layout Designs Act 2000, based on standards developed by WIPO.  Only enacting regulations for the former have been published, leaving the latter law inoperative. 

Transparency of the regulatory system

Even though India has made much progress on economic reform since 1991, the economy is still hobbled by excessive rules and a powerful bureaucracy with broad discretionary powers.  Moreover, India has a decentralized federal system of government in which the state governments possess broad regulatory powers.  Regulatory decisions governing important issues such as zoning, land-use and environment can vary from one state to another.  Opposition from labor unions and political constituencies has slowed reform in such areas as exit policy, bankruptcy, and labor law reform.

Efficiency of capital markets and portfolio investment

FIIs may invest in all securities traded on India’s primary and secondary markets, in unlisted domestic debt securities, and in commercial paper issued by Indian companies.  The ceiling of an investment by FIIs is equal to the sector-specific FDI limits.  Indian mutual funds may invest in rated securities in other countries.  Disinvestment and repatriation of dividends are permitted after payment of capital gains taxes.  

The list of eligible FIIs has been expanded to include endowment funds, university funds, foundations and charitable trusts.  The Securities and Exchange Board of India (SEBI) allows foreign brokers to work on behalf of registered FIIs.  These brokers can open foreign currency or rupee accounts to credit inward remittances, commissions and brokerage fees.  The FIIs can bypass brokers and deal directly with companies in open offers.  Portfolio investments by NRIs and Indian companies abroad, known as overseas corporate bodies, in the Indian stock markets are limited to five percent individually. NRIs may open non-resident dollar/rupee bank accounts in India.  Distributed and undistributed incomes of Venture Capital Funds are tax exempted.

The National Stock Exchange in Mumbai uses a screen-based trading system.  Computers and reliable telecommunications links permit automated buy/sell transactions.  Other regional exchanges and the National Over-the-Counter Exchange in Delhi also have computer-trading systems.  The efficiency of the capital market has improved because of the compulsory depository system for most of the stocks, abolition of the traditional speculative “badla” system of carry forward trades and introduction of derivatives trading by way of stock options and index trading.

SEBI regulates all market intermediaries.  Securities can be transferred through electronic book entry.  The National Securities Depository Limited commenced operation in 1996 as part of the National Stock Exchange.  The Bombay Stock Exchange, a regional exchange, has set up a depository system.

NRIs are allowed to repatriate dividends, rents and interest earned in India.  Their bank deposits are fully convertible.  FIIs’ bank deposits are also fully convertible and they may repatriate capital, capital gains, dividends, interest income, and any compensation from the sale of rights offerings, net of all taxes without approval.  A special government bond issue, the Foreign Currency Convertible Bonds Scheme, is available to NRIs only.  Purchases up to $50 million are allowed without prior approval.  Indian mutual funds may invest abroad up to $1 billion per year without prior approval in listed companies that in turn have at least 10 percent holding in an Indian listed company. 

India’s banking industry is split into three categories -- public sector banks (80 percent of the total assets in the banking system), regional private banks (6 percent), and foreign banks (about 8 percent).   According to official figures, the ratio of non-performing assets to total loan assets for the 27 public sector banks was 11.1 percent in 2002 compared to 12 percent in the previous year.  A Board for Financial Supervision ensures compliance with guidelines on loan management, capital adequacy, and asset classification.  While domestic banks are mandated to extend 40 percent of their loans to "priority" borrowers (agriculturists, exporters, and small businesses), foreign banks are required to grant 32 percent of their loans to exporters and small businesses.  The lending commitment for regional rural banks in priority sectors has been raised to 60 percent from 40 percent since April 2003.  
External commercial borrowings (ECBs) above $50 million for Indian companies require RBI approval.  The upper limits for such debt is $200 million for 8 years and $400 million for 16 years.   Pre-payment of ECBs under the automatic route has been permitted without any limit by removing the current ceiling of 50 percent of export proceeds.  There are no end-use restrictions of ECB funds except for prohibiting their use for investment in the stock market. 

The takeover regulations require disclosure on acquisition of shares exceeding five percent of total capitalization.  In case of acquisition of over 10 percent, the buyer must make a public offer for a minimum of 20 percent from the remaining shareholders at a fixed price.  Companies may buy back their shares in the market to make inter-corporate investments.  RBI and FIPB clearances are required to acquire a controlling stake in Indian companies. Cross shareholding and stable shareholding are not prevalent in the Indian market.  The Hostile Takeover Code and the Securities Exchange Board of India’s (SEBI) Takeover Committee govern hostile takeovers.  The Committee makes ad hoc decisions on takeovers, and are especially conservative when takeover bids come from foreign entities.

Political violence

In general, there have been few incidents of politically motivated attacks on foreign projects or installations in recent years.  There are violent separatist movements in Kashmir and some northeastern states.  In February and March 2003, various political parties all over India held several demonstrations protesting U.S. military action against Iraq.  However, there was neither any damage to property nor any injuries.      

Corruption

Corruption is a major concern.  The government procurement system, especially for telecommunications, power and defense, has been particularly subjected to allegations of corruption.  Several government employees and public figures have been indicted or convicted under anti-corruption laws over the last five years.

The main laws are the Prevention of Corruption Act, 1988; The Code of Criminal Procedures, 1973; The Companies Act, 1956; and The Indian Contract Act, 1872.  The GOI is introducing legislative changes to its anti-corruption laws that would give additional powers to vigilance departments in government bodies and to make the Central Vigilance Commission (CVC) a statutory body.
U.S. firms have identified corruption as an obstacle to foreign 
direct investment.  The government procurement area has been particularly subject to allegations of corruption.  Telecom and power seem especially prone to charges of corruption.  Indian businessmen say red tape directly provides a pretext to extort money.  According to some foreign business representatives in India, the deluge of corruption lies in the lack of transparency in the rules of governance, extremely cumbersome official procedures, and excessive and unregulated discretionary power in the hands of politicians and bureaucrats.
Bilateral investment agreements

The GOI has signed bilateral investment treaties with many countries, including the United Kingdom, France, Germany and Malaysia.  Negotiations on investment protection agreements are underway with other countries.  The United States does not have a bilateral investment treaty with India, but the two countries do have a double taxation avoidance treaty.  Several tax disputes are pending.  

OPIC and other investment insurance programs

The U.S. and India signed an Investment Incentive Agreement in 1987, which covers Overseas Private Investment Corporation (OPIC) programs. OPIC is currently open in India for all its programs, specifically supporting 3 regional private equity funds and five global funds. OPIC projects in India are in the following sectors: energy and power, communications, manufacturing and services. No money comes through the Embassy for OPIC programs. India is a member of the  World Bank’s Multilateral Investment Guarantee Agency (MIGA). 
Labor

India has a very large pool of scientific and technical personnel.  Most managers and technicians, and many skilled workers, speak English.  Most multinationals recruit managerial and engineering staff locally for their Indian operations.  Nonetheless, illiteracy acts as a brake on labor productivity in the workforce as a whole.

India is a member of the International Labor Organization (ILO) and adheres to 37 ILO conventions that protect workers' rights. Industrial relations are governed by the Industrial Disputes Act of 1947.  Workers may form or join unions of their choice.  The Factories Act regulates working conditions.  Other laws regulate employment of women and children and prohibit bonded labor.

Although there are more than 7 million unionized workers, unions represent less than one-fourth of the workers in the organized sector (primarily in state-owned concerns), and less than two percent of the total work force.  Most unions are linked to political parties.  Worker-days lost to strikes and lockouts have dropped 50 percent during the decade 1991-2000 from the previous decade.
The payment of wages is governed by the Payment of Wages Act 1936, and the Minimum Wages Act, 1948.  Industrial wages range from about $3 per day for unskilled workers, to over $150 per month for skilled production workers.  Retrenchment, closure and layoffs are governed by the Industrial Disputes Act, which requires prior government permission to layoff workers or close  businesses employing 100 or more workers.  Permission is not easily obtained.   Private firms have successfully downsized using voluntary retirement schemes.  Foreign banks are also required to get the RBI’s approval for closing branches.
A comprehensive draft legislation on labor reforms is pending approval in Parliament containing stringent provisions for strikes and lockouts.  The amendment to the Industrial Disputes Act, if approved, would increase the threshold limit to 300 employees for seeking government approval before laying-off workers. 
Foreign trade zones/free ports

Export Processing Zones (EPZs) are industrial parks with incentives for foreign investors in export-oriented business.  Software Technology Parks (STPs) are special zones with similar incentives for software exports.  EPZ/STP units may import intermediate goods duty-free.  The minimum net foreign exchange earning as a percentage of exports by EPZ/STP units is required to be at least 3 percent.  EPZ/STP units may sell up to 50 percent of their level of exports on the domestic market after payment of taxes, with the exception of motor cars, alcoholic liquors, tea, books, and refrigeration units.

Export Oriented Undertakings (EOUs) are industrial companies established anywhere in India that export their entire production.   There are about 2,300 fully operational EOUs in India.  They are allowed to import intermediate goods duty-free; have a ten-year corporate income tax holiday; are exempt from excise tax on capital goods, components and raw materials; and are exempt from sales taxes.  EOUs may sell up to five percent of "seconds" on the domestic market after paying appropriate taxes.  The government recently extended Special Additional Duties (SAD)   

exemption to EOUs.
Special Economic Zones (SEZs) are designated duty-free enclaves with developed industrial infrastructure.  These zones are regarded as foreign territory for the purpose of duties and taxes, and are excluded from the domain of the custom authorities to enjoy full freedom for the in and outflow of goods.  SEZ units enjoy a tax exemption for seven years: 100 percent exemption in first 5 years, and 50 percent in the remaining 2 years.  They have the facility to retain 100 percent foreign exchange earnings in Export Earners Foreign Currency Exchange accounts.  All SEZ units are free to sell goods in the domestic tariff area (DTA) on payment of applicable duties.  DTA sales are, however, exempted from SAD, and granted export status.  SEZ units may make payments in dollars to Indian residents for trade transactions.       
Four SEZs have started operation since 2001 (Kandla, Mumbai, Cochin, and Surat).  There are 8 government promoted and 13 private and state government promoted SEZs in various stages of implementation.  Seven EPZs, located in Mumbai, Calcutta, Kochin, NOIDA near Delhi, Kutch, Chennai, and Vishakhapatnam, have been converted into Special Economic Zones (SEZs).  Developers of SEZs who provide infrastructure facilities for setting up the zones get a 10-year tax exemption.  All services rendered to SEZ units are exempt from service tax.
SEZ businesses are expected to be a positive foreign exchange earner within five years from the commencement of production. None of the FDI equity caps are applicable to units in SEZs.  There is no limit on foreign investment by SEZ units for items reserved for small-scale production, and they are exempted from the requirement of industrial licensing for these items.  The Indian government in April 2003 allowed branches of foreign companies operating in India to undertake manufacturing and trading in SEZs.  To encourage investments, SEZ units are allowed to carry forward their losses for 8 years.  
Indian banks may set up overseas banking units (OBUs) in the SEZs.  OBUs have been provided a fiscal incentive in the form of total income tax exemption for 3 years on the earnings from loans disbursed to SEZ units and for the next two years, 50 percent tax exemption is available.  However, the Indian Income Tax Law has been  amended so that only Indian banks or subsidiaries of foreign banks setting up such OBUs would be eligible for tax breaks, and not the branches of foreign banks setting up OBUs.  Moreover, these OBUs are barred from undertaking overseas lending.
Although the SEZs are supposed to be self-governing with regard to many tax and regulatory laws, they are still governed by India's restrictive labor law, which some observers say is a disincentive to foreign investors.

FDI Statistics

Table A

Investment approvals by major countries ($ million)

Year
1991-1995
1996-1999
2000 
2001 
2002


Total Approvals
20231
39005
8610 
5972 
2321




Of which:

U.S.
4895
7988
976
1094

427

Mauritius
838
5,000

682
643
385

U.K.  
1290

308
3
88
 1110
376

Japan  
963

1568

192
  163

154

Germany
752

1445

138
 92
 
52


FDI approvals
 

as percent of GDP
3.0
2.5
2.0
  1.4

0.5

Table B

Actual inflow of FDI by country (in $ million)
Year

1991-1995
1996-1999
2000
2001
2002


Total Inflows
3839
14410
4234
4201
4435


Of which:

Mauritius
 537
2,931
728
1,625
1,518

U.S.
 509
1,770
336
323
283

Japan
 202
610
159
211
413

U.K.
 329
324
  80
  N.A.
354

Germany
 198
517
  78
   107
  N.A.


FDI inflow as

percent of GDP
  0.5
0.7
  0.9
0.9
1.0


Source: Secretariat for Industrial Approvals, Ministry of Industry  

TABLE C

Major U.S. and other foreign investments approved in 2001
Company

Project
Equity ($ million)


















General Motors Corporation,
Automobiles
183

U.S.A.

Ecom Com Communications Ltd,
Telecommunications
167

U.K.

Winny Electron Enterprise Co, 
Computer Hardware
 74

Taiwan

Bank Brussels Lambert, 
Banking/Financial 
 70

Belgium
Services

Toyota Motor Corporation,
Auto Parts
 63

Japan

Co-operative Centrale 
Banking/Financial
 62

Raiffeisen Boerebkeebank B.A.,  
Services
Netherlands
Franklin Templeton Holding
Financial Services
 60

Ltd., Mauritius

Caltex Corporation, U.S.A.
Energy/LPG 
47

CIDB Inventures SDN, BHD, 
Road Construction 
43

Malaysia

Saint Gobain, France
Manufacture of 





float glass
 43

The Goodyear Tire and Rubber
Manufacture of

Co., U.S.A. 
car tires
32
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Description of the banking system

India has an extensive banking network, in both urban and rural areas. The banking system has three tiers. These are the scheduled commercial banks; the regional rural banks, which operate in rural areas, not covered by the scheduled banks; and the cooperative and special purpose rural banks. Timely availability of adequate credit is of utmost importance for the development of the Indian rural economy and agriculture. At present Regional Rural Banks, commercial banks and credit cooperatives, encouraged mainly by the Government, undertake this function. The Government of India, during the recent budget , announced that it would encourage private banks to open branches in rural areas, to service both farm and non-farm sectors.

There are approximately 80 scheduled commercial banks, Indian and foreign; almost 200 regional rural banks; more than 350 central cooperative banks, 20 land development banks; and a number of primary agricultural credit societies. Large Indian banks, and most Indian financial institutions are in the public sector. Though public sector banks currently dominate the banking industry, numerous private and foreign banks exist. Several public sector banks are being restructured, and in some cases the government either has already reduced, or is in the process of reducing its ownership. In terms of business, the state-owned banks account for more than 70 percent of deposits and loans. Private banks handle 17 percent of the market, and foreign banks located in metropolitan area account for approximately 13 percent of the market. 

The Reserve Bank of India (RBI) is the central banking institution. It is the sole authority for issuing bank notes and the supervisory body for banking operations in India. It supervises and administers exchange control and banking regulations, and administers the government's monetary policy. It is also responsible for granting licenses for new bank branches. The Deposit Insurance and Credit Guarantee Corporation, an organization promoted and fully funded by the RBI, offers deposit insurance facilities. The RBI directs banks to meet Bureau of Indian Standards guidelines. Indian banks must also adhere to the prudential norms laid down by the Basle Group (This is a committee on banking supervision, which was established in 1975 by governors of group of ten countries.  It consists of senior representatives of central bank from Belgium, Canada, France, Germany, Italy, Japan, Luxembourg, Netherlands, Sweden, Switzerland, UK and USA.  The Committee usually meets at the Bank for International Settlements in Basle, where its permanent secretariat is located) for income recognition, capital adequacy and accounting practices.


There are more than 50 foreign banks operating in India with more than 200 branches, most of which are located in metropolitan centers. The entry of foreign banks is based on reciprocity, economic and political bilateral relations. Foreign banks in India are subject to the same regulations as scheduled banks. These banks finance trade and lend to large business groups. They have also diversified into merchant and retail banking, deposit mobilization from non-resident Indians, security operations, and consulting services. They account for approximately 13 percent of total deposits, and have a small exposure in the RBI’s priority lending sectors. Most Indian banks are well behind foreign banks in the areas of customer funds transfer and clearing systems. They are hugely over-staffed and are unlikely to be able to compete with the new private banks that are now entering the market. While these new banks and foreign banks still face restrictions in their activities, they are well capitalized, use modern equipment and attract high-caliber employees. 

The entry of new private sector banks has led to greater competition in the market, with these banks gaining significant market shares. The private banks are highly automated and offer quality client service.  Branches of the private banks are well connected and offer ATM's and other delivery interfaces.  They interface with corporate customers through branches, mobile relationship managers, electronic banking and telephone banking, and also ATM's and web banking for retail customers. Competition from private sector banks has stimulated nationalized banks to become more customer-oriented.

Indian banking financial statements conform to internationally recognized standards, but, in some cases, are modified to suit Indian conditions. The RBI issues circulars to all banks in this regard and advises banks to follow these guidelines.  Banks are free to choose their auditors. Most foreign banks and the more progressive private Indian banks work with international auditing firms. Many private and GOI banks continue to work with local auditing firms whose audit reports do not conform to international standards.


Most public sector banks meet the RBI’s guideline of 9 percent capital to risk assets ratio (CAR). The CAR is a measure of the amount of a bank's capital expressed as a percentage of its risk weighted credit exposures.  An international standard, which recommends minimum capital adequacy ratios, has been developed to ensure banks can absorb a reasonable level of losses before becoming insolvent.

Branches of foreign banks must also meet the above requirements on the basis of locally held capital as well as achieve the specified levels of capital to risk assets ratio. A separate Board at the RBI, with the RBI Governor as its Chairman, performs the supervisory function in this regard. It is proposed to hike the CAR to 12% by 2004 based on the Basle Committee recommendations. Following are the average CAR across different segments of banks.

	 
	1996-97
	1997-98
	1998-99
	1999-2000

	Nationalized Banks
	8.69
	10.53
	10.94
	11.14

	State Bank Group
	10.43
	12.54
	11.88
	11.95

	Old Private Sector Banks
	11.13
	11.69
	12.34
	12.47

	New Private Sector Banks
	15.88
	13.63
	11.77
	13.41

	Foreign Banks
	62.29
	40.83
	44.23
	31.50


The diminishing CAR of foreign banks indicates that their assets have grown faster than their liabilities. Also the New Private sector banks have kept their CAR well above the statutory limit to protect themselves against future tighter prudential norms relating to capital adequacy. Other banks have their CAR marginally above the others indicating low growth or higher capital requirement in the coming years.

All commercial banks face stiff restrictions on the use of both their assets and liabilities. The RBI requires that domestic Indian banks make 40 percent of their loans at concessional rates to priority sectors' selected by the government. These sectors consist largely of agriculture, exporters, and small businesses. Since July 1993, foreign banks have been required to make 32 percent of their loans to this priority sector. Within the target of 32 percent, two sub-targets for loans to the small-scale sector (minimum of 10 percent) and exports (minimum of 12 percent) have been fixed. Foreign banks, however, are neither required to open branches in rural areas nor to extend loans to the agricultural sector. The rate of non-performing loans in priority sector lending is about 30 percent higher than in non-priority lending. Over 10 percent of non-priority loans are non-performing. Further, most Indian banks lend approximately 30-40 percent of their funds to the GOI.  A high demand from the GOI for credit, and the Indian banking sector’s relative lack of experience in market-based lending, continues to support lending for the Government.  

The high level of bad debts and non-performing assets (NPA), particularly in public sector banks, continues to cause concern for the GOI and the banking system.  The GOI has established Debt Recovery Tribunals (DRT's) to speedily settle long-pending cases related to debt recovery.  The GOI has plans to strengthen the DRT's and selectively encourage banks with high NPA's to establish asset reconstruction companies to facilitate debt recovery. A government committee set up to examine the Indian banking sector reforms has recommended that the average level of net NPA's for all banks be brought down to less than 3 percent by 2002.  However, data relating to NPA level for 2002 is not yet available. 

At the Banking Summit 2002 organized by Confederation of Indian Industry (CII) in Mumbai and attended by leaders from the banking industry and financial institutions, the Finance Minister shared his vision for a vibrant and internationally competitive banking sector in India. Outlining the progress made so far in financial reforms, the Finance Minister said, the method of asset classification, capital adequacy norms, method of income recognition and classification, interest rate determination etc which were in deplorably poor standards have undergone a sea change since 1991. Unfortunately, much of the reforms were based on the implicit assumption that regulatory reforms would automatically usher structural reforms as well. In practice however this has not taken place. The strong preference for investing in government securities by banks, the aversion to take on risky investments has been the adverse outcomes.

The blurring in the distinction between Development Financial Institutions (DFIs) and Banks is yet another issue that requires serious attention in the Indian Banking system. Bank loans still account for over 75 percent of capital expansion of industrial India, which speaks of the importance of term loans. The market needs to be structured to take care of longer-term loans. Further, the entry of more new private insurance companies would bring in changes in lending practices requiring a harmonious synthesis between DFIs, banks and insurance companies to cater to the needs of industry, agriculture and other priority sectors.

Foreign exchange controls affecting trade

The Reserve Bank of India (RBI) sets India’s exchange-control policy and administers foreign exchange regulations in consultation with the GOI. The basis of this policy was laid down in 1973 with the Foreign Exchange Regulation Act (FERA), which was completely replaced by the Foreign Exchange Management Act (FEMA) in December 1999.  As its name indicates, FEMA was designed to focus on the management of foreign exchange and not to control of it.  The Act seeks to promote orderly development and maintenance of the foreign exchange market in India, particularly on current account. FEMA extends to the whole of India. It applies to all branches, offices and agencies outside India owned or controlled by a person resident in India and also to any contravention there under committed outside India by any person to whom this Act applies.
The Act also re-defines the term 'resident Indian'. Under the new definition, any person who has lived in the country for more than 182 days during the previous financial year is considered to be a resident, but persons who have traveled to and from India for the purpose of vacation, business or employment are excluded from this definition.   Foreign companies operating in India fall under the purview of FEMA.  Since 1992, all foreign companies have been on par with Indian companies.

Firms may make advance payments in foreign currency without prior RBI approval for importing certain products such as machinery and capital goods when foreign manufacturers require down payments. Where the amount of advance remittance exceeds USD 15,000, such payments are permitted only if the importer obtains a bank guarantee from an international bank covering the advance remittance amount. The physical import of goods should then normally be completed within three months of advance payment to the foreign exporter.   

The RBI permits short-term credits up to 180 days only. Longer periods are allowed for deferred-payment credits, especially for capital goods, but permission must be obtained and a deferred import license is required from the Director General of Foreign Trade.

Since April 1997, companies have been able to forward cover from authorized dealers in foreign exchange for periods exceeding six months. Documentation requirements of banks for arranging such cover have also been drastically reduced and replaced with business projections and past performance criteria to gauge the level of exposure that is prudent.  As a result of these measures, the RBI has enabled banks to arrange swaps between two borrowers without obtaining prior RBI approval.

In March 1993, India abolished its two-tiered exchange rate regime, moving to a single, market-determined exchange rate for trade transactions and inward remittances.  The Rupee is convertible on current account transactions, with limits remaining on foreign exchange for travel and tourism.  Capital account transactions carried out by foreign investors, both portfolio and direct, are fully convertible.  However, Indian firms and individuals remain subject to capital account restrictions.

Measures initiated by the Reserve Bank to integrate the Indian foreign exchange market with the global financial system include: permitting banks to fix their own position limit and aggregate gap limits; to borrow from and invest abroad up to 15 percent of capital; and to arrange hedge risks for corporate clients through derivative instruments. 

Indian companies are allowed to employ foreign nationals and make payments in foreign currency.   Indian companies are also allowed to bid in foreign currencies for major projects such as oil exploration contracts and multilateral funded projects.   

General availability of financing

Sources of finance are available in general to all companies equally, whether they are Indian owned or 100 percent subsidiaries of foreign companies. The most important source for finance for the corporate sector continues to be the capital markets. However, the Indian capital markets, particularly the primary market, continue to be depressed with small investors generally shying away.  Companies are not required to obtain prior permission from the GOI to access capital markets, but it is compulsory for companies to obtain RBI permission before issuing any shares to a non-resident investor. Indian companies can also issue American Depository Receipts (ADR) and Global Depository Receipts (GDR) without any value limits. Several steps have been taken to improve liquidity in the ADR / GDR market abroad.  Two-way fungibility in ADR/GDR issues has been introduced, subject to sectoral caps, wherever applicable. Indian companies are increasingly accessing overseas markets to raise finances through these instruments.

Commercial banks continue to be the main source of short-term finance and working capital requirements.  Companies also raise funds by issuing commercial paper and debentures, from inter-corporate borrowings, and by accepting public deposits. Several term-lending public financial institutions provide local and foreign exchange loans for new capital investment projects. They also provide deferred payment loans, long-term working capital finance, export credit and stock underwriting services.  Lending banks secure their loans with company assets, corporate guarantees from a parent company, and, in some cases, by personal guarantees from company directors. 

Venture capital financing has been very active in select sectors and this is having a substantial impact on mobilization of finances for nascent, high growth sectors such as information technology and biotechnology. 

Local and resident foreign companies are permitted to raise medium-to-long-term loans in foreign currency for projects requiring capital equipment, technology imports, or the purchase of aircraft or ships.  The Indian government permits borrowing through suppliers’ credits, buyers’ credits, syndicated loans, floating-rate notes, revolving underwriting facilities and bonds.  The RBI permits loans, which mature within one year, to be repaid from net foreign exchange earnings without prior government approval.

Loans in foreign currencies can be obtained through foreign commercial banks, overseas financial institutions (e.g., the International Finance Corporation and the Asian Development Bank), and foreign export-credit agencies, in addition to Indian development and commercial banks.  Indian companies can also raise foreign currency loans in accordance with the guidelines for External Commercial Borrowings (ECB's), issued by the Ministry of Finance. There are no restrictions on the use of such loans, except that they cannot be used for real estate or for stock market speculation.  Once the RBI and Ministry of Finance have approved a loan and its terms, no limitations are placed on interest and principal payments.  A firm, however, must report to the RBI through its designated banker every time an interest payment is effected.

The RBI encourages and permits, on a specific approval basis, Indian subsidiaries to receive interest-free loans from their parent companies.  In addition, permission is given to receive advance share subscriptions from foreign collaborators, to be adjusted against the company’s share capital for meeting pre-operative expenses in India. 

Import financing procedures adhere to western business practices.  The safest method of receiving payments for a U.S export is through an irrevocable letter of credit (L/C).  The L/C should be payable in favor of the supplier against presentation of shipping documents through the importer’s bank.  Importers open L/C’s valid for three to six months depending upon the terms of the agreement.  The GOI does not allow advance payment for goods to be imported.  Banks in India require the importer to deposit funds prior to issuance of a L/C.  Typically L/C’s are opened for a period of time to cover production and shipping, and they are normally paid within seven working days of the receipt of goods.  There are several lines of credit available to U.S companies.

Availability of GSM credit guarantees

The U.S. Department of Agriculture (USDA) administers export credit guarantee programs for commercial financing of U.S. agricultural exports. These USDA Commodity Credit Corporation (CCC) programs encourage exports to buyers in countries where credit is necessary to maintain or increase U.S. sales, but where financing may not be available without such credit guarantees.
Two programs underwrite credit extended by the private banking sector in the United States (or, less commonly, by the U.S. exporter) to approved foreign banks using dollar-denominated, irrevocable letters of credit to pay for food and agricultural products sold to foreign buyers. The Export Credit Guarantee Program (GSM-102) covers credit terms up to three years. The Intermediate Export Credit Guarantee Program (GSM-103) covers longer credit terms up to 10 years.
Under these programs, which are administered by the Foreign Agricultural Service (FAS), the CCC does not provide financing, but guarantees payments due from foreign banks. Typically, 98 percent of principal and a portion of interest at an adjustable rate is covered. Because payment is guaranteed, financial institutions in the United States can offer competitive credit terms to the foreign banks, usually with interest rates based on the London Inter-Bank Offered Rate (LIBOR). Any follow-on credit arrangements between the foreign bank and the importer are negotiated separately and are not covered by the CCC guarantee. Program announcements provide information on specific country and commodity allocations, length of credit period, and other program information and requirements.
The CCC selects agricultural commodities and products according to market potential. The CCC must qualify exporters for participation before accepting guarantee applications. An exporter must have a business office in the United States and must not be debarred or suspended from participating in any U.S. government program. Financial institutions must also meet established criteria and be approved by the CCC. The CCC sets limits and advises each approved foreign bank on the maximum outstanding amount the CCC can guarantee for that bank.

The exporter negotiates the terms of the export credit sale with the importer. If the exporter anticipates being paid at the time of shipment, the exporter and importer must work closely during negotiations with the eligible U.S. financial institution and the eligible foreign bank. This will help ensure that arrangements are firmly in place for the U.S. financial institution to pay the exporter and to extend credit to the foreign bank. Once a firm sale exists, the qualified U.S. exporter must apply for a payment guarantee before the date of export. The exporter pays a fee calculated on the dollar amount guaranteed, based on a schedule of rates applicable to different credit periods.
The CCC-approved foreign bank issues a dollar-denominated, irrevocable letter of credit in favor of the U.S. exporter, ordinarily advised or confirmed by the financial institution in the United States agreeing to extend credit to the foreign bank. The U.S. exporter may negotiate an arrangement to be paid as exports occur by assigning to the U.S. financial institution the right to proceeds that may become payable under the guarantee, and later presenting required documents to that financial institution. Such documents normally include a copy of the export report, which also must be submitted to the CCC.
If the foreign bank fails to make any payment as agreed, the exporter or assignee must submit a notice of default to the CCC. A claim for loss also may be filed, and the CCC will promptly pay claims found to be in good order. For CCC audit purposes, the U.S. exporter must obtain documentation to show that the commodity arrived in the eligible country, and must maintain all transaction documents for five years from the date of completion of all payments.
The Supplier Credit Guarantee Program (SCGP) provides a guarantee, in the event of importers’ default, on a portion of a US exporter’s open account receivable.  U.S. Exporters can purchase coverage for agricultural commodities or product sales where short-term credit has been extended directly to the importer.  The payment obligation of the importer must be evidenced by a signed promissory note as prescribed by CCC.  While the SCGP emphasizes high-value or value-added agricultural commodities, any agricultural product may be considered.

The Facility Guarantee Program (FGP) provides credit guarantees for the sale of manufactured goods and services and establish agribusiness-related facilities overseas that primarily handle, store, distribute, or process U.S. agricultural products and commodities. The FGP assists importers in acquiring needed manufactured goods and services while protecting exporters from most of the risk of nonpayment by the foreign bank. 

Market Access Program (MAP) uses funds from CCC to help U.S. producers; exporters, private companies, and other trade organizations finance both brand and generic promotional activities for U.S. agricultural, fish and forestry products.  The MAP encourages the development, maintenance, and expansion of commercial export markets for these products.  Activities financed include consumer promotions, market research, technical assistance, and trade servicing.  Agricultural trade organizations, cooperatives, state departments of agriculture, and small businesses may submit applications for participation.

For further information, U.S. companies may contact: Program Planning, Development, and Evaluation Division, Export Credits, FAS-USDA, Stop 1034, 1400 Independence Ave. SW, Washington, DC 20250-1034; tel. (202) 720-4221; fax (202) 690-0251. Also, general information about FAS programs, resources, and services is available on the Internet at the FAS home page: http://www.fas.usda.gov
Availability of loan guarantees, insurance and project financing from U.S. Ex-Im Bank, OPIC and the international financial institutions (IFI’s)

The Export-Import bank of the United States (EXIMBANK)

The Export-Import Bank of the United States (Ex-Im Bank) is the official export credit agency of the United States. Ex-Im Bank's mission is to assist in financing the export of U.S. goods and services to international markets.  Ex-Im Bank enables U.S. companies — large and small — to turn export opportunities into real sales that help to maintain and create U.S. jobs and contribute to a stronger national economy. Ex-Im Bank does not compete with private sector lenders but provides export-financing products that fill gaps in trade financing. It assumes credit and country risks that the private sector is unable or unwilling to accept. 

Ex-Im Bank provides working capital guarantees (pre-export financing); export credit insurance (post-export financing); and loan guarantees and direct loans (buyer financing). No transaction is too large or too small. On average, 85% of EX-IM transactions directly benefit U.S. small businesses.  With nearly 70 years of experience, Ex-Im Bank has supported more than $400 billion of U.S. exports, primarily to developing markets worldwide.   

Ex-Im Bank provides a level playing field for U.S. exporters by countering the export credit subsidies of other governments. It also provides financing to creditworthy private and sovereign foreign buyers when private financing is unavailable. To qualify for Ex-Im Bank support, the product or service must have at least 50 percent U.S. content and must not affect the U.S. economy adversely. Ex-Im Bank supports the sales of U.S. exports worldwide. In recent years, its focus has shifted to the developing nations whose economies are growing.  Ex-Im Bank will finance the export of all types of goods or services, including commodities, as long as they are not military-related (certain exceptions exist). Two of its major goals are to increase the export of environmental goods and services, which are in strong demand among the developing nations, and to expand the number of U.S. small businesses using Ex-Im Bank programs. 

Ex-Im's outstanding loans in India are much lower than other developing countries like China and Indonesia. To better serve the Indian market, EXIM has announced up to USD 1 billion of support for rupee loans aimed at small and medium-sized Indian companies.  Ex-Im has signed a memorandum of understanding with India's Power Finance Corporation for up to USD 500 million in Ex-Im support for transactions involving U.S. exports of energy-related technologies. U.S. exporters can obtain an Ex-Im Bank Letter of Interest (LI) to assist in negotiations with a potential foreign buyer. The LI indicates Ex-Im’s willingness to consider a financing offer if a sale is completed.  A LI can be issued within seven days of a request for financing and remains in effect for six months. The following are descriptions of the main Ex-Im Bank programs:

Working Capital Guarantee Program Ex-Im Bank's Working Capital Guarantee Program encourages commercial lenders to make loans to U.S. businesses for various export-related activities. The program facilitates the expansion of U.S. exports. It helps small and medium-sized businesses that have exporting potential but need funds to buy or produce goods, and/or to provide services, for export. It may be used to cover working capital loans to a U.S. business if the lender shows that the loan would not have been made without Ex-Im Bank's guarantee, and Ex-Im Bank determines that the exporter is creditworthy. Ex-Im Bank's working capital guarantee covers 90 percent of the loan's principal and accrued interest. Guaranteed loans must be fully collateralized. Exporters must demonstrate a successful track record of past performance including at least one full year of operations and a positive net worth. Financial statements must show sufficient strength to accommodate the requested debt. Exporters may apply directly to Ex-Im Bank for a preliminary commitment for a guarantee. If approved, the exporter may then approach various lenders to secure the most attractive loan package. A preliminary commitment is valid for six months. The lender must apply for the final commitment. Ex-Im Bank imposes no interest rate ceilings or maximum fee limitations; however, lenders should take into account that 90 percent of the risk is covered by an agency of the U.S. Government and price their loans accordingly. 
The Export Credit Insurance program The Export Credit Insurance program helps U.S. exporters develop and expand their overseas sales by protecting them against loss should a foreign buyer or other foreign debtor default for political or commercial reasons.  To encourage the export of U.S. goods and services, Ex-Im Bank has tailored its policies to meet the insurance needs of exporters and financial institutions. For example, insurance policies may apply to shipments to one buyer or to many buyers, insure comprehensive (commercial and political) credit risks or only specific political risks, or cover short-term as well as medium-term sales. Three policies, the Small Business Policy, the Small Business Environmental Policy and the Umbrella Policy, are geared specifically to small businesses just beginning their export sales program. Eligibility criteria differ for each type of policy. 

Medium- and Long-Term Loans and Guarantees Under the Medium-Term Guarantee Program, Ex-Im Bank guarantees the lender’s loan to the foreign buyer. Because Ex-Im Bank approves the documentation before the guarantee is effective; the lender is assured that a claim will be paid if presented within the time allowed. The interest rate charged is negotiated between the lender and the buyer. Ex-Im Bank's guarantee includes accrued interest. Usually the lender or the foreign buyer makes the approach to Ex-Im Bank. In very rare situations, usually at the insistence of the foreign buyer, Ex-Im Bank will use its Direct Loan Program to make a loan from its own resources to the foreign buyer. All such loans have a fixed interest rate, which is based on U. S. Treasury securities and is the lowest allowed under international agreement. Under Ex-Im Bank's standard repayment terms, exporters of capital goods can obtain 2-year repayment terms for their buyers with a U.S. contract value up to $80,000. Once the level reaches $350,000, 5-year repayment terms can be offered. For exporters that are facing competition from other exporters backed by foreign-aid type financing from their governments, Ex-Im Bank may match their financing. Exporters of environmental goods and services are eligible for additional benefits in the financing to the foreign buyer. 

Credit Guarantee Facility (CGF) Program In order to facilitate the sale of U.S. capital goods and related services, Ex-Im Bank has established the Credit Guarantee Facility (CGF) Program. Credit guarantee facilities are lines of credit between a bank in the U.S. and a foreign bank (or occasionally a large foreign buyer). Ex-Im Bank guarantees the repayment of the foreign bank's obligations. The foreign bank then makes credit available to the end user of the U.S. exports and takes the repayment risk of that local company. Financing is restricted to repayment terms of two to five years. Exports typically sold on shorter terms are not covered under such facilities. U.S. exporters do not need to go through the Ex-Im Bank application process. They should direct their buyers to an on-lending bank in their country to obtain the credit. The U.S.-based bank will disburse to the U.S. exporter. Since the lines are pre-approved and individual transactions do not require Ex-Im Bank's review, the process can move very quickly.

Project Finance Program Ex-Im Bank offers limited recourse project finance support to assist U.S. exporters competing in international growth industries.  The Limited Recourse Finance Program provides financing for projects that are dependent on the cash flows of the project for repayment rather than on the credit strength of a purchaser.  Combinations of either direct loans and guarantees for commercial bank loans with political risk only or comprehensive coverage are available for a given project.  During the construction period, Ex-Im will provide guarantees to cover only political risk and will finance up to 85 percent of the export value.  Ex-Im offerings also include: the financing of interest accrued during construction; the financing of host country local costs of up to 15 percent of the U.S. contract value; and the provision of maximum repayment terms under OECD guidelines.

Aircraft Finance Program Ex-Im Bank offers financial support for the export of new and used U.S. manufactured commercial and general aviation aircraft, including helicopters, under its direct loan, guarantee, and insurance programs. The terms and conditions of Ex-Im Bank`s aircraft programs are governed by the OECD Sector Understanding on Export Credits for Civil Aircraft. Ex-Im Bank typically provides guaranteed loans that have been extended by a financial institution to either the borrower directly or to facilitate a finance lease. In India, this program assumes an added significance since aircraft finance accounts for bulk of the E-Im Bank's exposure in India. 

The Overseas Private Investment Corporation (OPIC) 

OPIC's mission is "to mobilize and facilitate the participation of United States private capital and skills in the economic and social development of less developed countries and areas, and countries in transition from non-market to market economies, thereby complementing the development assistance objectives of the United States…" OPIC accomplishes this mission by assisting U.S. investors through four principal activities designed to promote overseas investment and reduce the associated risks:

- Insuring investments overseas against a broad range of political risks; 

-  Financing of businesses overseas through loans and loan guaranties; 

- Financing private investment funds that provide equity to businesses overseas; and 

- Advocating the interests of the American business community overseas.

As part of its overall mission, OPIC advocates on behalf of U.S. business clients that have made long-term investments in emerging markets and developing nations. OPIC also works with host country governments to help create economic climates that attract U.S. investment, facilitating the entry of hundreds of U.S. businesses into new markets abroad. The Overseas Private Investment Corporation’s political risk insurance and loans help U.S. businesses of all sizes invest and compete in developing nations and emerging markets and worldwide. OPIC is a self-sustaining agency. By charging user-fees, OPIC operates at no net cost to U.S. taxpayers. 

OPIC programs are available for new and expanding business enterprises in more than 150 countries. Since 1971, OPIC-supported projects have made a difference by:

Facilitating $145 billion worth of investments in hundreds of projects that have helped developing countries to generate over $11 billion in host-government revenues and to create more than 680,000 host-country jobs. 

Supporting 254,000 American jobs and $65 billion in exports; and expanding economic development, encouraging political stability and promoting free market reforms.

OPIC offers several programs to insure U.S. investments in emerging markets and developing countries against the following risks: 1) currency inconvertibility - the inability to convert profits, debt service, and other investment remittances from local currency into U.S. dollars; 2) expropriation--the loss of an investment due to expropriation, nationalization, or confiscation by a foreign government; and 3) political violence--the loss of assets or income due to war, revolution, insurrection, or civil strife.  Coverage is available for new investments and for investments to expand or modernize existing operations.  Equity, debt, loan guarantees, leases and most other forms of long-term investment can be insured.  Special programs are also available for contractors, exporters, and oil and gas projects. 

Medium-to-long-term financing for sound overseas investment projects is available through loan guarantees and direct loans.  Direct loans generally range from USD 2 million to USD 30 million and are reserved exclusively for projects significantly involving U.S. small businesses and cooperatives.  Loan guarantees generally range from USD 10 million to USD 200 million.  OPIC's financing commitment may range from 50 percent of total project costs for new ventures up to 75 percent for the expansion of existing successful operations, with final maturities of five to 12 years or more. OPIC also supports a family of privately managed direct-investment funds in various regions and business sectors. 

OPIC has a current profile of over $900 million in India, which is helping to leverage an additional $7.3 billion in investment. OPIC has not made any recent investments in India and is primarily working to protect its exposure in the Enron-promoted Dabhol power project.  

U.S. Trade and Development Agency (USTDA) 

The U.S. Trade and Development Agency (USTDA) advances economic development and U.S. commercial interests in developing and middle income countries. The agency funds various forms of technical assistance, feasibility studies, training, orientation visits and business workshops that support the development of a modern infrastructure and a fair and open trading environment.

USTDA's strategic use of foreign assistance funds to support sound investment policy and decision-making in host countries creates an enabling environment for trade, investment and sustainable economic development. Operating at the nexus of foreign policy and commerce, USTDA is uniquely positioned to work with U.S. firms and host countries in achieving the agency's trade and development goals. In carrying out its mission, USTDA gives emphasis to economic sectors that may benefit from U.S. exports of goods and services.

USTDA funds project planning activities that directly influence the procurement decisions related to major industrial or infrastructure projects in developing and middle-income countries - projects that typically represent millions of dollars in U.S. export potential. From radar for airports in Asia to process controls for refineries in Latin America, hundreds of goods and services are required to implement a project. USTDA works to ensure that the services and products needed for projects will of U.S. origin.

U.S. firms carry out all USTDA activities. The following is a brief summary of the activities that USTDA funds:

Definitional missions & desk studies - Before USTDA provides specific grant assistance, it requires independent evaluation of the proposal. Teams of technical specialists, all of whom are small U.S. businesses, are hired by USTDA to gather additional information on a project and provide these reports. Desk studies provide quick analysis and are conducted in the United States. By contrast, definitional missions provide a more detailed evaluation and involve traveling to the region in question.

Technical assistance - USTDA funds technical assistance to project sponsors related to the evaluation or implementation of projects. In some instances, USTDA also offers funding to foreign governments for technical assistance that supports capacity building initiatives and the implementation of trade agreements that may lead to increased U.S. exports.

Feasibility studies - Feasibility studies evaluate the technical, financial, legal, and economic aspects of a development project in the pre-investment stage. Since this information is required to assess the credit worthiness of a project before it can proceed, USTDA feasibility studies provide American firms with the opportunity to get in on the "ground floor."  USTDA-funded feasibility studies also advise project sponsors of specific U.S. equipment and services. This information may lead to U.S. exports.

Orientation visits - Orientation visits, sometimes referred to as reverse trade missions, offer U.S. suppliers an opportunity to showcase their products to foreign procurement officials. USTDA sponsors visit to the United States by foreign officials interested in purchasing American goods and services for specific projects.

Conferences - USTDA conferences provide U.S. firms with face-to-face contact with key procurement officials and decision makers. These results driven events build business relationship by familiarizing project sponsors with U.S. goods and services, and informing U.S. companies about specific upcoming export opportunities.

USTDA activities cover a wide range of sectors of high priority to host governments and international development efforts. U.S. technological expertise can help accelerate the development process in all these sectors. They include, but are not limited to Energy (Power, Oil and Gas), Telecommunications, Transportation (Aviation, Urban Transit, Rail) and Environment (Hazardous and Solid Waste, Industrial Remediation). Additionally, USTDA has statutory authority to facilitate access to natural resources of interest to the United States. USTDA projects contribute to: 

Industrial restructuring and modernization 

Creating a modern infrastructure for private development 

Improving the environment 

Developing strong trade linkages

Increasingly in recent years, as Asian public decision-makers have recognized the financial and operational benefits of private infrastructure development, USTDA has played a role in facilitating the development of priority private projects with U.S. export potential. 

USTDA operating procedures

Public and private sector project prospects come to USTDA in a variety of ways. A foreign government or private sector entity may approach USTDA directly with a funding request. The commercial staff of U.S. Embassies or Consulates also frequently plays a crucial role in project identification. U.S. firms are invited to refer prospective projects to USTDA. In all cases, USTDA's review of the request begins only with an official request for assistance from the host country project sponsor, and will ultimately require the endorsement of the U.S. Embassy in the originating country. 

A full description of the anticipated project and the anticipated study scope submitted with the official letter of request may facilitate and expedite the USTDA review process (a project information outline is available upon request). USTDA normally conducts a preliminary internal review of the proposal to verify that: (1) the project represents a development priority for the sponsoring country; (2) project financing has been identified and/or is likely if the study suggests project feasibility; (3) the potential for U.S. exports during project implementation is significant; and (4) that strong foreign competition mandates USTDA's involvement in the project. 

Before USTDA funds a project plan, it requires an independent evaluation of the project itself. These reports are provided by a team of technical specialists contracted by USTDA to gather additional information on a project. 

Typically, USTDA sends a mission of technical specialists (the Definitional Mission) to the country to gather additional information on the project, work with local authorities to develop a scope of work and budget for an appropriate feasibility study or consultancy, and make a recommendation concerning USTDA support of the study. Desk Studies are utilized by USTDA when there is sufficient project information available and an overseas visit to evaluate the project is not necessary. In these situations, USTDA hires a technical specialist to perform a review of the proposed project and to answer specific questions without leaving the U.S. If USTDA determines that all funding criteria have been met, it may make a grant offer to the applicant for support of the study. If the offer is accepted, USTDA signs the grant agreement with the relevant host government agency or organization (the Grantee). 

The Host Country Grantee (rather than USTDA) selects the U.S. firm to conduct the study under approved competitive bidding procedures. Normally, this entails advertisement of a request for qualifications in the Commerce Business Daily, and invitation to the top ranked firms to submit detailed proposals. The successful U.S. firm negotiates a contract governing study services directly with the Grantee. Up to 20 percent of the grant is available, when needed, to enlist the participation of host country private sector expertise through sub-contractors. As the study is implemented, the U.S. contractor submits its invoices to the Grantee for endorsement and transmittal back to USTDA for direct payment. 

Costs associated with feasibility studies of private sector projects are shared between USTDA and the U.S. firm developing the project. Cost sharing also is required on certain public sector projects. In addition, in private sector projects, USTDA has adopted a policy that requires reimbursement of the agency's investment in the project. This "success fee" is collected when the project is implemented and the U.S. firm involved in the study obtains a "significant economic benefit." 

In cases where neither a feasibility study nor a consultancy is appropriate, USTDA may provide funding for tender-related training programs, bidders briefings, technical seminars, technical assistance, conferences, or technology related orientation visits to the United States. USTDA frequently presents the results of positive feasibility studies to U.S. industry at USTDA-sponsored bidders briefings. 

Manufacturers, service providers, engineers and consultants may best monitor USTDA's project pipeline in all regions through the USTDA Biweekly (subscription information: 703-875-4246). Definitional mission and desk study consulting opportunities are listed weekly on the USTDA Definitional Mission Hotline (703-875-7447). Questions related to USTDA Asia programs may be addressed at 703-875-4357 to Geoffrey Jackson, Regional Director or Country Manager Doug Shuster. 

India projects
2003

Pulp and Paper OV - USTDA approved $124,485 for an Orientation Visit by Indian public- and private-sector officials to visit the United States to view pulp and paper technology and practices of U.S. paper companies. Decision Analysis/Partners was chosen to manage OV logistics. 

Water and Wastewater Treatment OV - USTDA provided $124,997 for an Orientation Visit by Indian officials to visit the United States to become familiar with U.S. water and wastewater treatment equipment and practices. Princeton Energy Resources International, LLC was chosen to manage OV logistics. 

Coal Bed Methane Development OV - USTDA provided $49,997 for an Orientation Visit by Indian officials to visit the United States to view U.S.-made coal bed methane (CBM) technology. The OV focused on matching U.S. equipment and services with specific near term procurements at a critical juncture in the development of CBM in India. Power Tech Associates was chosen to manage OV logistics. 

2002

LRDSS Rail Project - USTDA provided a $400,000 feasibility study grant to Indian Railways of India for a study that would support the development of a Long Range Decision Support System (LRDSS) to decrease congestion on India's railways. MulitModal Applied Systems, Inc. was chosen to conduct the study. 

Hyderabad Wastewater Recycling - USTDA provided a $465,000 grant to the Hyderabad Metropolitan Water Supply and Sewerage Board for a feasibility study that will evaluate plans to design, build and operate five wastewater treatment plants with advanced tertiary treatment techniques capable of treating effluent to a level suitable for recycling and reuse. Contractor selection is ongoing. 

Wireless Infrastructure Project - USTDA approved a $750,000 training grant to Reliance Infocom of India to train Reliance officials on the use and management of a recently purchased Lucent Technologies CDMA system. 

Construction Sector OV - USTDA approved $124,921 for an Orientation Visit by Indian officials to visit the United States to view U.S. road construction equipment and related services. The Louis Berger Group managed OV logistics. 

Essar Coal Bed Methane Development - USTDA provided a $281,618 feasibility study grant to Essar Oil Limited of India for a study to examine the technical and economic viability of the commercial development of coal bed methane production in North Gujarat, India. Advance Resources International was selected to perform the study. 

Agricultural Bulk Handling and Storage Equipment OV - USTDA approved $135,731 for an Orientation Visit by Indian public- and private sector officials to become familiar with U.S.-made agricultural bulk handling, storage and cold chain infrastructure technology, good and services. MFM Group, Inc. managed OV logistics.
Asian Development Bank (ADB)

Asia's premier non-profit financial institution, the Asian Development Bank (ADB), is headquartered in Manila, Philippines.  ADB was founded in 1966 and is owned by 61 member countries, including India, which is the third largest shareholder among the bank's regional members, and fourth largest overall. The United States and Japan are the largest shareholders, currently with 13% voting power each. The Bank's regional membership extends from South Asia to the Far East, through the Pacific Islands up to Central Asia.  The newest member, Portugal, joined in 2001.  

The ADB’s major objective is the promotion of the social and economic well being of its developing member countries in Asia and the Pacific.  This is achieved by lending funds to projects involving agriculture, energy, industry, transportation, and communication, as well as for social infrastructure projects such as water supply, sewage and sanitation, education, health and urban development.  The ADB also invests in, and lends to, the private sector for Build-Own-Operate (BOO) and Build-Operate-Transfer (BOT) infrastructure, industrial and capital market development projects and mobilizes additional resources through co-financing arrangements, including the bank’s credit enhancement instruments such as guarantees and complementary financing schemes. 

ADB lending for both public and private sector operations totaled $5,676 million for 89 loans in 71 projects in 2002.  Lending to the public sector amounted to $5,531 million for 67 projects, comprising $3,898 million from ordinary capital resources and $1,633 million from the Asian Development Fund.  Of the total public sector loan approvals, 15 were policy-based programs totaling $1,685 million, representing 31% of total lending. This includes program components of sector development programs. 

Twenty-one developing member countries and three regional projects received ADB loans.  India received the largest amount ($1,184 million or 21% of total lending), followed by Pakistan, the People’s Republic of China, Indonesia, and Vietnam. 

Operations in Afghanistan were resumed for the first time after 23 years.  

The transport and communications sector received the highest share of loans with $1,613 million or 28 percent of the total lending. The “Others” sector received 14 percent of total lending. This includes projects not falling under ADB’s economic sector classification, such as central government administration, operation and regulation, customs operations, public sector reform programs, judicial and legislative operations, public finance management, fiscal reforms, environment projects, gender, governance, and tourism. The average loan size was $64 million.

Since joining ADB in 1966, India has received 69 loans, of which 38 were active at the end of 2001. ADB approved seven loans for India in 2001 totaling $1.5 billion.  The projects aim to rehabilitate and reconstruct areas damaged by the Gujarat earthquake, develop the western transport corridor and the West Bengal corridor, establish a private sector infrastructure facility at the state level (two project loans), and implement the Madhya Pradesh power sector development program (program and project loans).   In addition, ADB provided12 technical assistance grants: 8 for advisory purposes on capacity building for earthquake rehabilitation and reconstruction of housing; conducting the Madhya Pradesh integrated water resource management study; enhancing the corporate finance capability of the National Highways Authority of India, assessing the role of mortgage-backed securities, determining the impact on poverty reduction of financial sector policies and reforms, and improving the accounting system of the Calcutta Municipal Corporation. Four were technical assistance grants to prepare the Kerala power sector development program, Madhya Pradesh State road sector and integrated urban development projects, and public-private partnership on the National Highway Corridor. 

ADB's lending portfolio generates commercial opportunities in borrowing countries for consultants, equipment suppliers, contractors, banks and project sponsors from the bank's member countries. For many American companies, ADB projects represent an attractive opportunity for business in Asia.  ADB projects are especially appealing because they are fully financed and bid according to international competitive guidelines.  In addition, participation in an ADB-funded project often leads to other related work in that country.  In 2001, American companies won over $309 million worth of contracts under ADB projects for a wide range of equipment and services. The U.S. maintains its number one ranking in total procurement awards among donor countries.  Cumulatively, U.S. companies have won $4.8 billion worth of contracts since the bank began its operations.  

For the period 2002-2004, ADB's planned lending program in India includes funding projects in transport ($3.7 billion); communications ($1.4 billion); energy ($1.2 billion); environment ($410 million); urban development ($250 million); and others ($5.1 million).  An additional $20 million in technical assistance is included in the program.  In transport, projects include rehabilitation/construction of the Madhya Pradesh State Roads, a National and a West Bengal Highway Corridor project.  In energy, lending is planned for the Power Finance Corporation, Kerala and Gujarat.  In environment, a $225 million environmental improvement project for the Taj Mahal is underway. 

Aside from its public sector operations, ADB also lends directly to the private sector where its participation serves to mobilize further investments for projects that have a high developmental impact. In 2001, ADB’s loan/equity assistance to the private sector totaled $67.8 million including the bank's first social sector loans (healthcare and education in Vietnam). In India, ADB's private sector lending has reached well over $200 million, mostly for financial institutions, as well as for a power company.

ADB maintains a resident office in New Delhi as well as a field office in Gujarat.  ADB maintains other resident and field offices in Bangladesh, Cambodia, China, Indonesia, Laos, Kyrgyztan, Nepal, Pakistan, Sri Lanka, Vietnam, Vanuatu, Uzbekistan, Kazakhstan and Mongolia.  The bank also maintains representative offices in Tokyo, Washington D.C., and Frankfurt. 

The U.S. Department of Commerce maintains a Congressionally mandated Commercial Liaison Office for the ADB (CS ADB).  The Office's mission is to help American firms access, enter and expand in Asian markets that benefit from ADB assistance. The office provides counseling, advocacy, project information, and conducts outreach programs in the region as well as in the U.S. to help U.S. firms take advantage of commercial opportunities in countries borrowing from the ADB. In 2001, two CS ADB Commercial Specialists cooperated with CS New Delhi to mount an outreach event with the American Chamber of Commerce in New Delhi.  

To perform its mandate, the office cooperates with the U.S. Director's Office at ADB and works closely with Commercial Service posts in the region.  An American Senior Commercial Officer heads the office, assisted by two Commercial Specialists.  One, a Commercial Environmental Specialist, is funded by the US-Asia Environmental Partnership (US-AEP) and focuses exclusively on environment projects in South and Southeast Asia, including Hong Kong and Taipei.  CS/ADB invites American firms to work with it in pursuing ADB commercial and infrastructure project development opportunities.  

The World Bank

The World Bank Group is one of the world's largest sources of development assistance. In fiscal year 2001, the institution provided more than U.S.$17 billion in loans to its client countries. It works in more than 100 developing economies with the primary focus of helping the poorest people and the poorest countries.

The establishment of a World Bank Resident Mission in New Delhi in 1957 was a sign of the importance that the Bank attached to its relations with India. The New Delhi Office is today the oldest, continuously functioning local office. The Delhi-based India country director is responsible for the Bank's strategy in India and manages the annual budget for the country program. To better support the Bank's program in country, the number of professional staff in the New Delhi office has increased from 52 in 1998 to more than 80 in 2001. About one-third of the Bank's operations in India are now task-led by Delhi-based staff, of which more than half are managed by national staff. The World Bank's New Delhi office has an active public information center with a large collection of World Bank and other publications on India and international development, and documents on projects financed by the Bank. 

India is one of the single largest borrowers of World Bank and IDA funds. In recent years, the World Bank’s IBRD has been giving support for India’s economic policy reforms and expanded social and environmental programs. Future World Bank projects in India under consideration are designed to promote sustainable economic growth in the areas of power, highways, environment management, urban development, social infrastructure, health and financial services. The top 10 Indian states in order of IBRD/IDA commitment to India are Maharashtra, Tamil Nadu, Orissa, Uttar Pradesh, Karnataka, Andhra Pradesh, Haryana, Madhya Pradesh, Punjab and West Bengal.

International Finance Corporation (IFC)
IFC, a part of the World Bank Group, promotes private sector investment, both foreign and domestic, in developing member countries. Its investment and advisory activities are designed to reduce poverty and improve people's lives in an environmentally and socially responsible manner. Its work includes activities in some of the riskiest sectors and countries. IFC serves as an investor and an honest broker to balance each party's interest in a transaction, reassuring foreign investors, local partners, other creditors, and government authorities. IFC advises businesses entering new markets and governments trying to provide a more hospitable business environment, to create effective and stable financial markets, or to privatize inefficient state enterprises.

IFC resumed new business in India in 1999, after a lull in project approvals stemming from the international economic sanctions imposed after nuclear testing in May 1998. Among those receiving IFC support was India’s first private coal mine, a joint venture in the tractor industry and a compact disc recordables firm. Priorities remain to exploit synergies between private infrastructure development and financial markets. 

The Multilateral Investment Guarantee Agency (MIGA)

MIGA, a member of the World Bank group, supplements the activities of the IBRD; IFC and other international development finance institutions.  It complements the activities of national and regional development insurance through co-insurance and reinsurance agreements with these institutions, bilateral exchanges of information, and its membership in the Berne Union.  MIGA issues guarantees against noncommercial risks for investments in its developing member countries. MIGA guarantees cover the following risks: currency transfer, expropriation, war and civil disturbance and breach of contract by a host government.

List of U.S. banks

American Express Bank Ltd.

Mr. W. Roderick Richards

Chief Executive Officer

Maker Chamber IV, 7th Floor

Nariman Point

Mumbai 400 021, India

Telephone: 91-22-287 2686

Fax: 91-22-287-2968

Bank of America

Mr. Vishwavir Ahuja

Managing Director and Country Manager

Express Towers

16th Floor, Nariman Point

Mumbai 400 021.

Telephone: 91-22-2323001

Fax:91-22-2870981

Chase Manhattan Bank

Mr. Dominic Price

Chief Executive Officer

Mafatlal Center, 9th Floor

Nariman Point, Mumbai 400 021, India

Telephone: 91-22-286-3100; 281-6110 (D)

Fax: 91-22-202-7772; 286-3198 (D)

Citibank N.A.

Mr. Nanoo Pamnani

Chief Executive Officer

Citicorp Centre, 5th Floor, Plot C-61

Bandra Kurla Complex

G Block, Bandra (East)

Mumbai 400 051

Telephone: 91-22-653-5757; 653-5888(D)

Fax: 91-22-653-5859

List of U.S. financial/lending institutions

Mr. F. Carl Reinhardt 

Regional Business Development Manager

Overseas Private Investment Corporation

1100 New York Avenue, N.W.

Washington, D.C. 20527

Tel: 202-336-8799

Fax: 202-336-8700

Website: www.opic.gov 

Mr. David Chavern

Vice President

Export-Import Bank of the United States

811 Vermont Avenue, N.W., Office 911

Washington, D.C. 20571

Tel: 202-565-3579

Fax: 202-565-3932

Website: www.exim.gov  

Mr. Geoff Jackson

Regional Director

U.S. Trade and Development Agency

1611 North Kent Street, Suite 200

Arlington, VA  22209 - 2131

Tel: 703-875-4357

Fax: 703-875-4009

Website: www.tda.gov  

List of regional MBD/IFI offices

Mr. Louis DeJonghe

Country Director

Asian Development Bank 

4, San Martin Marg, Chanakyapuri  

New Delhi 110 021, India

Tel: 91-11-4107200

Fax: 91-11-6870955

E-mail: adbinrm@adb.org
Web Site: http://www.adbindia.org


Mr. C. Franklin Foster

Senior Commercial Officer 

U.S. Commercial Liaison Office for ADB (CS/ADB)

American Business Center

25th Floor, Ayala Life-FGU Building

6811 Ayala Avenue, 

Makati City, Philippines 1226

Tel: (632) 887-1345 

Fax: (632) 887-1164

ADB North American Representative Office

730 Pennsylvania Avenue

Suite 975, Washington, D.C. 2006

Tel: 202-626-0050

Fax: 202-626-0055

Email: adbnaro@mail.adb.org
Mr. Dimitris Tsitsiragos

Director South East Asia

International Finance Corporation

1 Panchsheel Marg, Chanakyapuri

New Delhi 110 001, India

Tel: 91-11-611-1306/611-1563

Fax:91-11-611-2278/611-1281

Mr. Michael F. Carter
Country Director

The World Bank

70 Lodi Estate

New Delhi 110 003 India

Tel: 91-11-461-7241/461 9491Ext. 271

Fax: 91-11-461-9393/462 8074
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Business customs

India is five and one-half hours ahead of Greenwich Mean Time (GMT).  It has not adopted summer time (daylight saving time) and uses standard time countrywide throughout the year.  

Time difference between India and the United States:

	Eastern Standard
	Eastern Daylight
	India

	8:00 a.m.
	7:00 a.m.
	4:30 p.m.

	12:00 noon
	11:00 a.m.
	8:30 p.m.

	10:30 p.m.
	9:30 p.m.
	7:00 a.m.


New Delhi is nine hours thirty minutes ahead of Washington, D.C., during daylight savings time and 10 hours 30 minutes ahead of Washington, D.C., during standard time. Due to the uncomfortable time difference, many business executives find communication via e-mail, automatic fax machines or the Internet a practical and convenient alternative to real time voice communications.

The standard six-day working week is Monday through Friday, 9:30 a.m. to 5:30 p.m., with a half-day on Saturday.  However, the trend in the corporate sector is to work a five-day week.  Central Government offices are closed on Saturdays.  Banking hours are   10:00 a.m. and 2:00 p.m. on weekdays and 10:00 a.m. to 12:00 noon on Saturdays.  In Mumbai, however, banks are open weekdays from 11:00 a.m. to 3:00 p.m., Saturdays from 11:00 a.m. to 1:00 p.m.  In major metropolitan cities, several foreign and Indian-owned banks are beginning to provide 24-hour banking services. Stock exchange trading hours in Mumbai is 10:00 a.m. to 3:30 p.m., Monday to Friday.

India is a secular, democratic nation without a state religion.  The Indian Constitution protects the freedom of religion, although some 80 percent of the population consider themselves living in accordance with Hindu beliefs.  It is considered polite in India to inquire about dietary preferences, since Hindus abstain from beef, Muslims abstain from pork, and Indians of many religions practice vegetarianism.  U.S. visitors can learn more about social attitudes and dietary preferences by watching Indian movies and reading guidebooks and novels.  English-language guidebooks include:

South Asia.  Lonely Planet Guides, 1993 (and later editions)

Fodor's India.  Fodor, 1994 (and later)

The South Asia Handbook, 1997.

Indian authors writing in English provide U.S. reader’s insights into life and society in India.  Some recent novels and travel narratives include:

Naipaul, V.S., A Million Mutinies Now, 1990.

Seth, Vikram, A Suitable Boy, 1993.

Mehta, Geeta, Karma Cola, 1995.

Mistry, Rohinton, A Fine Balance, 1996. 

Mehta, Geeta, Snakes and Ladders, 1997. 

Travel advisory and visas

Country description India is the world’s largest democratic republic. It is a country with a very diverse population, geography and climate. India’s 2.5-trillion-dollar free-market economy is increasingly tied to the global economy. Over one billion people live in this nation that hosts Hinduism, Islam, Christianity, Sikhism and many other faiths and where eighteen official languages are spoken. Tourist facilities varying in degree of comfort and amenity are widely available in the major population centers and main tourist areas.

Entry requirements American citizens require a passport and visa to enter and exit India for any purpose. Visitors, including those on official U.S. government business, must obtain visas at an Indian Embassy or Consulate abroad prior to entering the country. There are no provisions for visas upon arrival. Those arriving in India without a visa bearing the correct validity dates and number of entries are subject to immediate deportation on the return flight. The U.S. Embassy and Consulates in India are unable to assist when U.S. citizens arrive without visas. For further information on entry requirements, please contact the Embassy of India at 2536 Massachusetts Avenue NW, Washington, D.C. 20008, telephone (202) 939-9849 or 939-9806 or the Indian consulate in Chicago, New York, San Francisco, or Houston. The Internet address of the Embassy of India is www.indianembassy.org/. Outside the United States, inquiries should be made at the nearest Indian embassy or consulate. A list of Indian consulates and embassies can be found at http://passport.nic.in/missions.htm.

In an effort to prevent international child abduction, many governments have initiated procedures at entry/exit points. These often include requiring documentary evidence of relationship and permission for the child’s travel from the absent parent(s) or legal guardian. Having such documentation on hand, even if not required, may facilitate entry/departure. 

Foreign citizens who visit India to study, do research, work or act as missionaries, as well as all travelers planning to stay more than 180 days are required to register within 14 days of arrival with the Foreigners Registration office where they will be staying. Upon registration, such long-term visitors will be given a list of approved laboratories where they are expected to undergo HIV/AIDS testing. 

Safety/Security With India’s low incidence of violent crime and its generally welcoming population, the vast majority of visits to India are trouble free. All visitors to India can help ensure their safety by familiarizing themselves with the information provided below and by exercising appropriate caution whenever they travel. To obtain updated safety information, visitors may wish to check the U.S. Embassy’s web site at http://newdelhi.usembassy.gov/wwwhacsifv.html or contact the Embassy or nearest Consulate General. 

Over the years, there have been occasional terrorist bombing incidents in various parts of India, but mainly in Jammu and Kashmir. These bomb blasts have occurred in public places as well as on public transportation such as trains and buses. In December 2000, terrorists attacked Delhi’s Red Fort, a major tourist attraction, leaving three Indians dead, and in December 2001, terrorists attacked the Indian Parliament. Nine policemen, one Parliament staffer and five terrorists died in the incident. In September 2002, terrorists attacked the Swaminarayan temple complex in Gandhinagar, the administrative capital of Gujarat state. Over 30 people were killed and 70 injured. In late 2002 and early 2003, there were several bomb blasts in Mumbai (Bombay). The motive for these blasts has not been established.

Foreign visitors have sometimes been injured in these attacks. No reliable pattern has emerged in these attacks; nor is there any indication that they are directed against Americans or other foreigners. However, terrorist groups, some of which are linked to Al Qaeda and which have been previously implicated in attacks against Americans, are active in India and have attacked and killed civilians. American citizens should exercise particular vigilance when in the vicinity of government installations, visiting tourist sites, or attending public events throughout India. U.S. citizens should also be alert to suspicious packages in public places and avoid crowds, political demonstrations, and other manifestations of civil unrest.

For the latest security information, Americans traveling abroad should regularly monitor the Department’s Internet website at http://travel.state.gov where the current Worldwide Caution Public Announcement, Travel Warnings and Public Announcements can be found.

Areas of instability and terrorism

 
Jammu & Kashmir: The Department of State recommends that Americans avoid travel to the entire state of Jammu and Kashmir. A number of terrorist groups operate in Jammu and Kashmir. Military movements continue along the Line of Control in Kashmir.

In March 2003, unidentified gunmen killed 24 Hindu Pandits, including 11 women and 2 children. In October 2001, a bomb exploded at the Jammu and Kashmir State Assembly complex, killing 38 people and injuring over 100 others. In 2002, terrorist attacks throughout Jammu and Kashmir killed more than 1,000 civilians. The few tourists who go to these areas are quite visible and vulnerable and definitely at risk. Occasionally, Ladakh has been affected by terrorist violence. In 2000, Kashmiri terrorists in Ladakh’s Zanskar region killed a German tourist. U.S. Government employees are prohibited from traveling to the state of Jammu and Kashmir without permission from the U.S. Embassy in New Delhi. 

In 1999, the terrorist organization Harakat Ul Mujahideen issued a ban on Americans, including tourists, visiting Kashmir. In 1995, the terrorist organization Al Faran kidnapped seven Western tourists, including two Americans, who were trekking in Kashmir valley. One of the hostages was brutally murdered, another escaped, and the other five – including one American – have never been found. Srinagar has also been the site of a great deal of violence, including car bombings, market bombings, and land-mine deaths. In recent years, several tourists, including at least one U.S. citizen, have been fatally shot or wounded in Srinagar. In May 2000, a land mine explosion south of Srinagar killed a minister for the state of Jammu and Kashmir. Also in May 2000, rocket-propelled grenades fired at a government building in Srinagar killed a government employee and wounded others. In late 2002, elections, which were generally considered free and fair, were held in Jammu and Kashmir, but they were marred by multiple terrorist attacks that often killed or injured innocent civilians. 

India-Pakistan border: The State Department recommends that Americans avoid travel to all border areas between India and Pakistan, including the border regions within the states of Gujarat, Punjab, and Rajahstan, and the entire state of Jammu and Kashmir. Both India and Pakistan maintain a strong military presence on both sides of the Line of Control in Kashmir. The only official India-Pakistan border crossing point is between Atari, India, and Wagah, Pakistan. A Pakistani visa is required for entry into Pakistan. The border crossing is currently open. However, travelers are advised to confirm the current status of the border crossing prior to commencing travel. 

Both India and Pakistan claim an area of the Karakoram mountain range that includes the Siachen glacier. The two countries have military outposts in the region, and armed clashes have occurred. Because of this situation, U.S. citizens traveling to or climbing peaks anywhere in the disputed areas face significant risk of injury and death. The disputed area includes the following peaks: Rimo Peak; Apsarasas I, II, and III; Tegam Kangri I, II and III; Suingri Kangri; Ghiant I and II; Indira Col.; and Sia Kangri.

Northeast states: Sporadic incidents of violence by ethnic insurgent groups, including the bombing of buses and trains, are reported from parts of Assam, Manipur, Nagaland, Tripura, and Meghalaya. While U.S. citizens have not been specifically targeted, visitors are cautioned not to travel outside major cities at night. Security laws are in force, and the central government has deployed security personnel to several Northeast states. Travelers may check with the U.S. Consulate in Calcutta for information on current conditions. (Please see the section on Registration/Embassy and Consulate Locations below.)

East central and southern India: Americans traveling to or residing in rural areas of East Central and Southern India should be aware of the left-wing extremist groups called “Naxalites” and exercise appropriate caution. The Naxalites have a long history of conflict with state and national authorities, including attacks on police and government officials. The Naxalites have not specifically targeted Americans, but have attacked symbolic targets that have included American companies. Groups claiming to be Naxalites have blackmailed American organizations, and in one instance a small bomb that exploded at an American corporation’s production site was thought by the authorities to have been part of an extortion plot.

Restricted areas: Permission from the Indian Government (from Indian diplomatic missions abroad or in some cases from the Ministry of Home Affairs) is required to visit the states of Mizoram, Manipur, Nagaland, Arunachal Pradesh, Sikkim, parts of Kulu district and Spiti district of Himachal Pradesh, border areas of Jammu and Kashmir, some areas of Uttar Pradesh, the area west of National Highway No. 15 running from Ganganagar to Sanchar in Rajahstan, the Andaman and Nicobar Islands, and the Union Territory of the Laccadives Islands.

Civil disturbances: Urban demonstrations pose risks to travelers’ personal safety and can disrupt transportation systems and city services. In response to such events, Indian authorities occasionally impose curfews and/or restrict travel. Political rallies and demonstrations in India have the potential for violence, especially immediately preceding and following elections. Americans are urged to avoid demonstrations and rallies. In addition, religious and inter-caste violence occasionally occurs unpredictably. In early 2002, violent clashes between Hindus and Muslims in Gujarat resulted in at least 950 deaths according to official figures. Unofficial sources put the death toll at up to 2,000 deaths. Many U.S. citizens were living or visiting in areas where clashes occurred, although none is known to have been among the casualties. Communal violence can also break out in other areas with little or no advance warning. While such violence rarely targets foreigners, mobs have attacked Indian Christian workers. Missionary activity has aroused strong reactions in some areas--usually rural---and in January 1999, a mob murdered an Australian missionary and his son in the eastern state of Orissa. In January 2003, a visiting U.S. citizen was attacked in Kerala by Hindu activists who accused him of preaching to the local community, although he held a tourist, not missionary, visa. Nevertheless, the principal risk for foreigners is that of becoming inadvertent victims. U.S. citizens should read local newspapers and contact the U.S. Embassy or the nearest U.S. Consulate for further information about the current situation in areas where they wish to travel.

During the Dassera festival season and the Diwali festival of lights, American travelers to Calcutta and Eastern India should exercise additional caution. These holidays are often accompanied by large and sometimes unruly crowds, especially in the immediate vicinity of the Pandals (elaborately decorated temporary structures). Such concentrations heighten the risk of petty theft, accidental injury, and crowd disturbances. Transportation, even for emergency purposes, is more difficult during the holiday season, and travelers may become disoriented amidst large, flowing crowds. The United States Consulate General in Calcutta is available to assist Americans in emergencies, should they arise.

Crime information: Petty crime, especially theft of personal property, is common. Pickpockets can be very adept, and women have reported having their purse-straps cut or the bottom slit without their knowledge. Westerners, including some Americans, have been the victims of robberies and violent attacks that resulted in serious injuries and, in two recent cases, death. The common thread for most attacks has been that the victims were traveling alone. Travelers are cautioned not to travel alone in India. Because Americans' purchasing power is comparatively large relative to that of the general population, travelers also should always exercise modesty and caution in their financial dealings in India to reduce the chance of being a target for robbery. 

The Embassy also urges Americans arriving at major tourist points such as airports and train stations to use pre-paid taxis as much as possible. Taxi drivers and others may solicit travelers with "come-on" offers of cheap transportation and/or hotels. Travelers accepting such offers have often found themselves the victims of scams, including disproportionately expensive hotel rooms, unwanted "tours," unwelcome "purchases," and even threats when the tourists try to decline to pay. Travelers should exercise significant care when hiring transportation and/or guides.

Individual tourists have also been given drugged drinks or tainted food to make them more vulnerable to theft, particularly at train stations. Even food or drink purchased in front of the traveler from a canteen or vender could be tainted. To protect against robbery of personal belongings, it is best not to accept food or drink from strangers. 

Scam artists operate in many major cities in India, selling rugs or other expensive items that may not be of the quality promised. Travelers should deal only with reputable businesses and should not give their credit cards or money unless they are certain that goods being shipped to them are the goods they purchased. If a deal sounds too good to be true, it is best avoided. 

Travelers should be aware of a number of other scams that have been perpetrated against foreign travelers, particularly in the Jaipur area. The scams generally target younger travelers and involve suggestions that money can be made by privately transporting gems or gold (both of which can result in arrest) or by taking delivery abroad of expensive carpets, supposedly while avoiding customs duties. The scam artists describe the theoretical profits that can be made upon delivery of the goods. Most such schemes require that the traveler first put up a “deposit” to either show “sincerity” or as a “down payment” or as the “wholesale cost.” All travelers are strongly cautioned that the schemes invariably result in the traveler being fleeced. The “gems” or “gold” are nearly always fake. And if they were real, the traveler could be subject to arrest. Such schemes often pull the unsuspecting traveler in over the course of several days and begin with a new “friend” who offers to show the traveler the sights so that the “friend” or another new acquaintance can “practice his English.” Offers of cheap lodgings and meals also can place the traveler in the physical custody of the scam artist and can leave the traveler at the mercy of threats or even physical coercion. 

The loss or theft abroad of a U.S. passport should be reported immediately to local police and the nearest U.S. Embassy or Consulate. If you are the victim of a crime while overseas, in addition to reporting to local police, please contact the nearest U.S. Embassy or Consulate for assistance. The Embassy/Consulate staff can, for example, assist you to find appropriate medical care, to contact family members or friends and explain how funds could be transferred. Although the investigation and prosecution of the crime is solely the responsibility of local authorities, consular officers can help you to understand the local criminal justice process and to find an attorney if needed.

U.S. citizens may refer to the Department of State's pamphlets “A Safe Trip Abroad” and “Tips for Travelers to South Asia” for ways to promote a trouble-free journey. The pamphlets are available by mail from the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402; via the Internet at http://www.access.gpo.gov/su_docs, or from the Bureau of Consular Affairs home page at http://travel.state.gov.

Crime in Uttaranchal and Himachal Pradesh: While violent crime involving Americans is relatively rare in India, in recent years two Americans were murdered in the Haridwar/Rishikesh region of Uttaranchal state. Both Americans had become heavily involved with the Hindu religious community there. The police have confirmed that both crimes were financially motivated. Several other foreigners have also been attacked in Uttaranchal. U.S. citizens have reported their passports and other belongings stolen while traveling. Crime and violence have also increased in the popular hiking and rafting destination of Kulu/Manali, Uttaranchal, where the number of foreign backpackers and tourists has been growing and where drugs are readily available. Foreigners are the targets of criminal activities primarily because of the disproportionately large sums of money they are thought to carry. Visitors to the area are strongly cautioned not to travel alone and to be aware of their environment and their belongings. Travelers may check with the U.S. Embassy in New Delhi on current conditions. 

Crime in Andhra Pradesh: Americans traveling to or residing in Andhra Pradesh should also be aware that there have been media and other reports of inappropriate sexual behavior by a prominent local religious leader. Most of the reports indicate that the subjects of these approaches have been young male devotees, including a number of Americans. Although these reports are unconfirmed, American citizens should be aware of this information.

Crime in Karnataka and Tamil Nadu: For two decades, the forest brigand Veerappan has engaged in serious criminal activity, including abductions and murders, in the forested border areas between the states of Karnataka and Tamil Nadu. American citizens planning to enter these forested border areas should consult the Forest Department and local police authorities regarding security conditions. 

Religious and missionary activity: Foreign visitors planning to engage in religious proselytizing are required by the 1956 Foreigners Act to have a “Missionary” visa. A 1995 Central Government order defines “inappropriate” religious activity to include speaking at religious meetings to which the general public is invited. Foreigners with tourist visas who engage in missionary activity are subject to deportation and possible prosecution. The states of Tamil Nadu, Orissa, Arunachal Pradesh, and Madhya Pradesh have additional legislation regulating conversion from one religious faith to another. Americans intending to engage in missionary activity may wish to seek legal advice regarding this legislation.

Dowry/visa demands:A number of U.S. citizen men who have come to India to marry Indian nationals have been arrested and charged with crimes related to dowry extraction. Many of the charges stem from the U.S. citizen’s inability to provide an immigrant visa for his prospective spouse to travel immediately to the United States. The courts sometimes order the U.S. citizen to pay large sums of money to his spouse in exchange for the dismissal of charges. The courts normally confiscate his passport, and he must remain in India until the case has been settled. There are also cases of U.S. citizen women whose families force them against their will into marriages to Indian nationals. 

Medical facilities: Adequate to excellent medical care is available in the major population centers, but is usually very limited or unavailable in rural areas.

Medical insurance: The Department of State strongly urges Americans to consult with their medical insurance company prior to traveling abroad to confirm whether their policy applies overseas and whether it will cover emergency expenses such as a medical evacuation. U.S. medical insurance plans seldom cover health costs incurred outside the United States unless supplemental coverage is purchased. Further, U.S. Medicare and Medicaid programs do not provide payment for medical services outside the United States. However, many travel agents and private companies offer insurance plans that will cover health care expenses incurred overseas, including emergency services such as medical evacuations. 

When making a decision regarding health insurance, Americans should consider that many foreign doctors and hospitals require payment in cash prior to providing service and that a medical evacuation to the U.S. may cost well in excess of $50,000. Uninsured travelers who require medical care overseas often face extreme difficulties. When consulting with your insurer prior to your trip, ascertain whether payment will be made to the overseas healthcare provider or whether you will be reimbursed later for expenses you incur. Some insurance policies also include coverage for psychiatric treatment and for disposition of remains in the event of death. 

Useful information on medical emergencies abroad, including overseas insurance programs, is provided in the Department of State’s Bureau of Consular Affairs brochure “Medical Information for Americans Traveling Abroad,” available via the Bureau of Consular Affairs home page or autofax: (202) 647-3000.

Other health information: Information on vaccinations and other health precautions, such as safe food and water precautions and insect bite protection, may be obtained from the Centers for Disease Control and Prevention's international traveler's hotline at telephone 1-877-FYI-TRIP (1-877-394-8747); fax 1-888-CDC-FAXX (1-888-232-3299), or via CDC'S internet home page at http://www.cdc.gov/travel. For information about outbreaks of infectious diseases abroad, consult the World Health Organization’s website at http://www.who.int/en. Further health information for travelers is available at http://www.who.int/ith.

It is important to note that Indian health regulations require all travelers arriving from Sub-Saharan Africa or other yellow-fever areas to have evidence of vaccination against yellow fever. Travelers who do not have such proof are subject to immediate deportation or a six-day detention in the yellow-fever quarantine center. Americans who transit through any part of sub-Sahara Africa, even for one day, are advised to carry proof of yellow fever immunization.

Traffic safety and road conditions: While in a foreign country, U.S. citizens may encounter road conditions that differ significantly from those in the United States. The information below concerning traffic safety and road conditions in India is provided for general reference only, and may not be totally accurate in a particular location or circumstance.

	Safety of public transportation:
	Poor

	Urban road condition/maintenance: 
	Poor

	Rural road condition/maintenance: 
	Poor

	Availability of roadside assistance: 
	Poor to non-existent


Travel by road is dangerous. In recent years, Delhi alone has experienced over 2,000 road deaths annually. A number of Americans have suffered fatal traffic accidents in recent times. Travel at night is particularly hazardous. Buses, patronized by hundreds of millions of Indians, are convenient in that they serve almost every city of any size. However, they are usually driven fast, recklessly, and without consideration for official rules of the road. Accidents are quite common. Trains are somewhat safer than buses, but train accidents still occur more frequently than in developed countries. 

On Indian roads, the safest driving policy is to assume that other drivers will not respond to a traffic situation in the same way you would in the United States. For instance, buses will often run straight through red lights and will merge directly into traffic at yield points and traffic circles. Cars, auto-rickshaws, bicycles and pedestrians behave only slightly more cautiously. It has been said that the Indian driver looks only ahead; all drivers consider themselves responsible only for traffic in front of them, not behind or to the side. Frequent use of one's horn to announce presence is both customary and wise. It is usually preferable to have a licensed experienced driver who has a "feel" for road and driving conditions.

Outside major cities, main roads and other roads are poorly maintained and always congested. Even main roads often have only two lanes, with poor visibility and inadequate warning markers. On the few divided highways one can expect to meet local transportation traveling in the wrong direction, often without any lights on. Heavy traffic is the norm and includes (but is not limited to) overloaded trucks and buses, scooters, pedestrians, bullock and camel carts, horse or elephant riders en route to weddings, and free-roaming livestock. 

It is very important to keep in mind that if a driver hits a pedestrian or a cow, the vehicle and its occupants are at risk of being attacked by passersby. Such attacks pose significant risk of injury or death to the vehicle's occupants or at least of incineration of the vehicle. It can thus be unsafe to remain at the scene of an accident of this nature, and drivers may instead wish to seek out the nearest police station.

Emergency Numbers: The following emergency numbers work in New Delhi and Chennai (Madras):
Police 100
Fire Brigade 101
Ambulance 102

Traffic in India moves on the left. For specific information concerning Indian driver's permits, vehicle inspection, road tax and mandatory insurance, contact the Indian National Tourist Organization offices via the Internet at http://www.tourisminindia.com/.

For additional general information about road safety, including links to foreign government sites, see the Department of State, Bureau of Consular Affairs home page at http://travel.state.gov/road_safety.html. 

Piloting civil aircraft: Civil aircraft have been detained a number of times for deviating from approved flight plans. U.S. citizens piloting civil aircraft in India must file any changes to previous flight plans with the appropriate Indian authorities and may not over-fly restricted airspace.

Aviation safety oversight: The U.S. Federal Aviation Administration (FAA) has assessed the government of India's civil aviation authority as category 1 – in compliance with international aviation safety standards for oversight of India's air carrier operations. For further information, travelers may contact the Department of Transportation within the U.S. at 1-800-322-7873 or visit the FAA's Internet website at http://www.faa.gov/avr/iasa. 

The U.S. Department of Defense (DOD) separately assesses some foreign air carriers for suitability as official providers of air services. For information regarding the DOD policy on specific carriers, travelers may contact the DOD at (618) 229-4801.

Customs regulations: Indian customs authorities enforce strict regulations concerning temporary importation into or export from India of items such as firearms, antiquities, electronic equipment, currency, ivory, gold objects, and other prohibited materials. It is advisable to contact the Embassy of India in Washington or one of India's consulates in the United States for specific information regarding customs requirements.

Criminal penalties: While in a foreign country, a U.S. citizen is subject to that country's laws and regulations, which sometimes differ significantly from those in the United States and may not afford the protections available to the individual under U.S. law. Penalties for breaking the law can be more severe than in the United States for similar offenses. Persons violating Indian laws, even unknowingly, may be expelled, arrested or imprisoned. Penalties for possession of, use of, or trafficking in illegal drugs are strictly enforced; convicted offenders in India can expect a minimum jail sentence of ten (10) years, plus fines. In addition, they can face lengthy detention without bail pending trial. Conditions in Indian jails range from austere to severe.

Consular access: U.S. citizens are encouraged to carry a copy of their U.S. passports with them at all times, so that proof of identity and U.S. citizenship are readily available if they are questioned by local officials. In accordance with the Vienna Convention on Consular Relations, Indian authorities must allow U.S. citizens to contact a U.S. Consular Officer if arrested or detained in India. 

Children's issues: For information on international adoption of children and international parental child abduction, please refer to the Internet site at http://travel.state.gov/children's_issues.html or telephone 1-888-407-4747.

Registration/embassy and consulate locations: Americans living in or visiting India are encouraged to register at the U.S. Embassy in New Delhi or at one of the U.S. consulates in India. They may also obtain updated information on travel and security in India and request a copy of the booklet “Guidelines for American Travelers in India.”

-- The U.S. Embassy in New Delhi is located at Shantipath, Chanakyapuri 110021; telephone (91)(11)2419-8000; fax (91)(11)2419-0017. The Embassy's Internet home page address is http://usembassy.state.gov/delhi/html.

-- The U.S. Consulate General in Mumbai (Bombay) is located at Lincoln House, 78 Bhulabhai Desai Road, 400026, telephone (91)(22) 2363-3611; fax (91)(22) 2363-0350. Internet home page address is http://mumbai.usconsulate.gov.

-- The U.S. Consulate General in Calcutta (now often called Kolkata) is at 5/1 Ho Chi Minh Sarani, 700071; telephone (91)(33) 2282-3611 through 2282-3615; fax (91)(33)2282-2335. The Internet home page address is http://calcutta.usconsulate.gov.


-- The U.S. Consulate General in Chennai (Madras) is at 220 Anna Salai, Gemini Circle,600006, telephone (91) (44) 2811-2000; fax (91)(44)2811-2027. The Internet home page address is http://chennai.usconsulate.gov

HOLIDAYS

List of official holidays for year 2003

United States Mission in New Delhi, India

	Date
	Day
	Holiday
	Type    

	January 01
	Thursday 
	New Year’s Day
	American

	January 19
	Monday
	Martin Luther King’s B’day
	American

	January 26
	Monday
	Republic Day 
	Indian 

	February 2
	Monday
	Idu'Z Zuha (Bakrid) 
	Indian 

	February 16
	Monday
	Presidents’ Day
	American

	February 18
	Wednesday
	Maha Shivaratri   
	Indian 

	March 30
	Tuesday
	Ram Navami  
	Indian

	April 9
	Friday
	Good Friday 
	Indian

	May 31
	Monday
	Memorial Day
	American 

	July 5
	Monday
	Independence Day*
	American

	September 6
	Monday
	Labor Day
	American

	September 7


	Tuesday
	Janmashtami
	Indian

	October 11
	Monday
	Columbus Day 
	American 

	October 22
	Friday
	Dussehra(Vijaya Dashami)
	Indian

	November 11
	Thursday
	Veterans’ Day
	American

	November 12


	Friday 
	Diwali (Deepavali) 
	Indian

	November 15
	Monday
	Idu’lFitr 
	Indian

	November 25
	Thursday
	Thanksgiving Day
	American

	November 26


	Friday
	Guru Nanak's Birthday
	Indian

	December 24
	Friday 
	Christmas Day**
	American

	December 31
	Friday 
	New Year’s Day***
	American


Business infrastructure

Transportation

Public transportation is available seven days a week in India. The most developed intra-city network is available in Mumbai with an elaborate railway and bus network in addition to private taxicabs and auto-rickshaws in the suburbs.  Calcutta, Chennai and Delhi are among the other major cities with public transportation facilities. 

The Indian Railways is virtually the lifeline of the country, catering to both freight and passenger traffic on a gigantic scale, covering 62,915 kilometers (38,752 miles).  It is Asia’s largest, and the world’s fourth-largest railway system under a single management.

The central government is responsible for the upkeep and development of an elaborate national highway system and state governments maintain state highways, district roads and rural roads.  Road transport in the country is fairly well developed, with nearly 60 state surface-mass-transportation systems deploying a fleet of about 100,000 vehicles.  Freight traffic on the roads is also fairly high. The private sector almost entirely prefers using roads to using the railways.

India has a fairly well developed maritime transportation industry, with the sixteenth-largest fleet in the world.  The growth of coastal shipping was, in the past, hindered by poor port or landing infrastructure.  However, with the advent of economic liberalization, the industry is now growing and the government is ambitiously developing coastal shipping. India has 11 major ports on its east and west coasts, including the technically up-to-date ports in Chennai and Mumbai. India has 22 intermediate ports and 139 minor ports.  The major ports in Mumbai, Chennai, and Calcutta are strategically located near the major east-west shipping lanes.

The Country’s official international Air carrier is Air India.  India’s major domestic airline, Indian Airlines, also operates on certain international routes.  As a consequence of the open sky policy introduced under economic liberalization, several private airlines operate on certain major trunk routes. India has bilateral air-service agreements with nearly 60 countries and about 42 foreign airlines operate nearly 260 services to and from India.

Communications

Telephone, telex, facsimile and electronic mail (Internet) services are available in India.  The Indian telecommunications sector is equipped to handle approximately 27 million lines. The telecommunications network is growing at an annual rate of 20 percent.

India has more post offices than any country in the world.  The country is divided into 19 postal circles under the Postal Services Board and is supported by a network of more than 152,792 post offices with over 136,000 of the offices in rural areas.  India is a member of Universal Postal Union (UPU), the Asian Postal Union (APPU), and the Conference of Commonwealth Postal Administration (CCPA).  An International Speed Post Service operated by public-sector postal authorities connects 39 countries.  Major international courier companies are also well represented in India.  

Housing

Houses and apartments are available in the major metropolitan areas and in large and medium-size towns.  Housing costs tend to be higher in areas closer to central business districts and lower in the suburbs.  Apartments and houses are usually available for rent for maximum renewable periods of 11 months.  Deposits equivalent to 10 or 15 times the monthly rent are generally required.

The annual cost of residential property in the major cities ranges from $140 to $9,300 per square meter in areas close to central business districts.  Exclusive residential areas command premiums that may be larger.  In the suburbs, annual rates vary from $232 per square meter to $2,325 per square meter.  

Leisure and Tourism

Recreational leisure facilities in urban areas are generally restricted to exclusive clubs.  Most of the major cities boast a handful of these clubs.  Beach resorts and hill stations are available for leisure activities within reasonable proximity of major cities.  Major cities also have golf courses, tennis courts, and cricket pitches. 

Additional leisure facilities include several wildlife and game sanctuaries, winter sports facilities in the northern region, and water sports facilities in beach towns.  The States of Goa, Kerala, Maharashtra, Orissa and Tamil Nadu have attractive beaches that are popular destinations for visiting foreign tourists.  

Several of the world’s largest hotel and motel chains have a presence in India, as do certain leading time-share resort groups.  

Medical Services

India has a fairly widespread and reasonably well-developed network of medical facilities, but services are hampered by a shortage of doctors, midwives, nurses, and laboratory technicians, especially at primary health centers functioning in rural areas.  Government statistics (1999) show that the number of registered doctors per 100,000 persons is approximately 50, and that there are more than 15,000 hospitals and 28,000 dispensaries.  According to estimates, India has approximately 22,000 primary health centers and 2,600 community health centers. Private enterprises and trusts operate a well-developed infrastructure of hospitals and polyclinics in major metropolitan areas and in small and medium-size towns.  These facilities are equipped with modern equipment and know-how.  

Food  

Special care should be taken while eating food in India.  It is safe to consume food at five star hotels. If well-cooked, hot food is eaten, most food borne infections can be avoided.  Raw fruits should be eaten only when they have unbroken skin and are peeled.  Raw vegetables and salads should be avoided, because they are often contaminated with parasite cysts or worm eggs. Scrubbing green leafy vegetables, soaking them in a proper chlorine solution, and then rinsing them in boiled water should eliminate most, but perhaps not all, parasites.  Potassium permanganate (Pinky's solution) and quaternary ammonium compounds such as Roccal are not recommended for soaking vegetables.  Unless dairy products are known to be hygienically prepared and properly refrigerated, they should be avoided.  Even if refrigerated, custards, cream pastries, potato salads, and shellfish should be avoided.  These are all excellent vehicles for growth of pathogenic organisms that cause food poisoning.  When fresh fruits and vegetables cannot be obtained or eaten, multivitamin supplementation should be taken.  Eating raw or undercooked local beef, pork, or fish can lead to trichinosis, tapeworm, or fluke infections.  Smoking, salting, pickling, or drying meat or fish alone is not effective in killing parasites.  Heating meat or fish to at least 55 degrees Centigrade for 1 hour or freezing at minus 10 degree Centigrade for 20 days will kill parasites.

Language  

The official language of the Indian Union is Hindi. It is also the language spoken by the largest number of people in India. However, 18 other major languages and 700 dialects are spoken. English has become a sort of “lingua franca” and is the accepted language for business and government.

Temporary entry of goods

Laptop computers can be hand-carried into India. However, visitors should ensure that on arrival, these are endorsed by customs authorities in their passports on arrival in India, along with their serial number. This is the most practical way for a visitor to bring a laptop into India without payment of duty. At the time of departure, ensure that a customs officer deletes the endorsement from the passport. There is a zero rate of import duty on software. Therefore, software can be brought into India without any problems, provided it is a licensed copy. Imports for demonstration and test marketing are allowed only for Indian Trade Promotion Organization-approved trade events, and then against a required bank guarantee. Imports for private demonstration of equipment are not allowed. Imports under ATA carnet are also not allowed. Imports of exhibits (including the construction and decorative materials) that are required for display at international exhibitions and trade fairs are permitted for a period of six months on a re-export basis. A certificate from an Under Secretary in the Ministry of Commerce or an office of the Indian Trade Promotion Organization (ITPO) is required, stating that the exhibition is approved by the GOI and is being held in the public interest.

U.S. firms that plan to participate in international trade shows in India should contact the U.S. Embassy’s commercial service for assistance with importing exhibits duty-free in India. In lieu of a bank guarantee, commercial service offices provide an Embassy bond to facilitate the duty free entry for an American exhibitor’s material into India. For issuing such a bond, an indemnity letter from the participating U.S. firm to comply with Indian customs regulations, and a fee of USD 75 is payable to U.S. Embassy to cover administrative costs. 
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APPENDIX A - Country Data

Population: 1,029,991,145 (July 2001 est.) 

Age structure: 

0-14 years: 33.12% (male 175,630,537; female 165,540,672) 
15-64 years: 62.2% (male 331,790,850; female 308,902,864) 
65 years and over: 4.68% (male 24,439,022; female 23,687,200) (2001 est.) 

Population growth rate: 1.55% (2001 est.) 

Birth rate: 24.28 births/1,000 population (2001 est.) 

Death rate: 8.74 deaths/1,000 population (2001 est.) 

Net migration rate: -0.08 migrant(s)/1,000 population (2001 est.) 

Sex ratio: 

at birth: 1.05 male(s)/female 

under 15 years: 1.06 male(s)/female 

15-64 years: 1.07 male(s)/female 

65 years and over: 1.03 male(s)/female 

total population: 1.07 male(s)/female (2001 est.) 

Infant mortality rate: 63.19 deaths/1,000 live births (2001 est.) 

Life expectancy at birth: 

total population: 62.86 years 

male: 62.22 years 

female: 63.53 years (2001 est.) 

Nationality: 

noun: Indian(s) 

adjective: Indian 

Ethnic groups: Indo-Aryan 72%, Dravidian 25%, Mongoloid and other 3% 

Religions: Hindu 81.3%, Muslim 12%, Christian 2.3%, Sikh 1.9%, Buddhist 0.7%, Jains 0.5%, other 1.3% 

Languages: English enjoys associate status, but is the most important language in national, political, and commercial communications. Hindi is the national language and primary tongue of 30 percent of the people. India’s other official languages are Bengali, Telugu, Marathi, Tamil, Urdu, Gujarati, Malayalam, Kannada, Oriya, Punjabi, Assamese,  Kashmiri, Sindhi and Sanskrit. Hindustani, a popular variant of Hindi/Urdu is spoken widely throughout northern India.

Note: There are 24 languages, each spoken by a million or more persons; numerous other languages and dialects are, for the most part, mutually unintelligible 

Literacy: 

definition: age 15 and over can read and write 

total population: 52% 

male: 65.5% 

female: 37.7% (1995 est.)

Country name: 

conventional long form: Republic of India 

conventional short form: India 

Government type: Federal Republic Capital: New Delhi 

Administrative divisions: 29 states and 6 union territories(*); Andaman and Nicobar Islands*, Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, Chandigarh*, Dadra and Nagar Haveli*, Daman and Diu*, Delhi, Goa, Gujarat, Haryana, Himachal Pradesh, Jammu and Kashmir, Karnataka, Kerala, Lakshadweep*, Madhya Pradesh, Maharashtra, Manipur, Meghalaya, Mizoram, Nagaland, Orissa, Pondicherry*, Punjab, Rajasthan, Sikkim, Tamil Nadu, Tripura, Uttar Pradesh, West Bengal, Jharkhand, Uttaranchal, Chattisgarh. 

Independence: 15 August 1947 (from U.K.) 

Constitution: 26 January 1950 

Legal system: based on English common law; limited judicial review of legislative acts; accepts compulsory ICJ jurisdiction, with reservations 

Suffrage: 18 years of age; universal 

Length of work week: Monday to Saturday. Many offices work half day on Saturday. Government offices are closed on Saturday.

APPENDIX B - Domestic economy

                                            ($ billion, except where noted)




	
	2001/02


	2002/03


	2003/04

(projected)

	Nominal GDP
	504
	529
	545

	GDP growth rate (percent)
	5.6
	4.3
	6-6.5

	GDP per capita (USD)
	510
	515
	539

	Government spending as a 

percentage of GDP
	15.8
	16.2
	16.5

	Inflation (percent)
	3.7
	3.4
	4.5

	Unemployment (percent)
	8
	7.5
	7.3

	Foreign exchange reserves
	54.2
	60.9
	110

	Average rupee exchange rate
	
	
	

	for USD
	47.53
	48.27
	45.6

	Debt service ratio (percent)
	20.4
	20
	19.8

	U.S. economic assistance 

(USD million)
	168
	176.8
	128.9


Source: Government of India Ministries and Indian Research Institutes

APPENDIX C – Trade statistics

	($million)
	2000-01

April-March
	2001-02

April-March
	2002-03

April-December

(provisional)

	Total Indian Exports
	44560
	43827
	38115

	Total Indian Imports
	50536
	51413
	43882


Source: Directorate General of Central Intelligence & Statistics, 

Statistics of Foreign Trade of India 

	($million)
	2000

Jan-Dec
	2001

Jan-Dec
	2002

Jan-Dec
	2003

Jan-June

	Exports to U.S.
	10687
	9737
	11818
	6425

	Imports from U.S.
	3667
	3757
	4101
	2334


Source: U.S. Census Bureau, Foreign Trade Division


CHAPTER 11 -  U.S. AND COUNTRY CONTACTS 


Mr. Geoff Jackson

Regional Director

U.S. Trade and Development Agency

1000 Wilson Boulevard, Suite 1500

Arlington, VA 22209

Tel: 703-875-4357

Fax: 703-875-4009

Website: www.tda.gov 


Mr. F. Carl Reinhardt 
Regional Business Development Manager
Overseas Private Investment Corporation
1100 New York Avenue, N.W.
Washington, D.C. 20527
Tel: 202-336-8400
Fax: 202-408-9859

Mr. Philip Merill
Chairman
Export-Import Bank of the United States
811 Vermont Avenue, N.W.
Washington, D.C. 20571
Tel: 202-565-3579
Fax: 202-565-3584

Dr. Michael Clark
Executive Director
U.S.-India Business Council
U.S. Chamber of Commerce
1615 H. Street, N.W.
Washington, D.C. 20062-2000
Tel: 202-463-5492
Fax: 202-463-3173
Email: india@us-india.org


Trade Information Center (Room 7424)
U.S. Department of Commerce
14th and Constitution Avenue, NW
Washington, D.C. 20230
Tel: 1-800-872-8723 or 202-482-0543
Fax: 202-482-4473
INDIA SANCTIONS HOTLINE

Tel (202)482-2955

INDIA SANCTIONS WEBSITE

http://www.bis.doc.gov/entities

Bureau of Industry & Security  

(formerly Bureau of Export Administration)
Exporter Counseling Division
Tel (202) 482-4811 

IMPORTANT WEB SITES OF U.S. ORGANIZATIONS

U.S. Department of Commerce www.mac.doc.gov

Bureau of Industry and Security

Administration (BXA), www.bis.doc.gov
U.S. Department of Commerce

Department of Treasury www.ustreas.gov

State Department www.state.gov

Export-Import Bank of the
United States www.exim.gov
Overseas Private Investment
Corporation (OPIC) www.opic.gov

United States Agency for
International Development www.info.usaid.gov

U.S. Trade & Development Agency www.tda.gov

The U.S. Commercial Service www.export.gov 

www.buyusa.com

U.S. EMBASSY CONTACTS 

John E. Peters
Minister Counselor for Commercial Affairs 
The Commercial Service

U.S. Embassy 
The American Center
24, Kasturba Gandhi Marg
Connaught Place
New Delhi 110 0001
Tel: 91-11-2331-6841-49; 2419-8000
Fax: 91-11-2331-5172
Email: New.Delhi.Office.Box@mail.doc.gov

Donald G. Nay
Deputy Counselor for Commercial Affairs
The Commercial Service

U.S. Embassy 
The American Center
24, Kasturba Gandhi Marg
Connaught Place
New Delhi 110 0001
Tel: 91-11-2331-6841-49; 2419-8000
Fax: 91-11-2331-5172
Email: New.Delhi.Office.Box@mail.doc.gov

Artina Davis
Commercial Attache
The Commercial Service

U.S. Embassy 
The American Center
24, Kasturba Gandhi Marg
Connaught Place
New Delhi 110 0001
Tel: 91-11-2331-6841-49; 2419-8000
Fax: 91-11-2331-5172
Email: New.Delhi.Office.Box@mail.doc.gov

Lee Brudvig
Minister Counselor for Economic Affairs
U.S. Embassy
Shantipath, Chanakyapuri
New Delhi 110 021
Tel: 91-11-2419-8000
Fax: 91-11-2419-0017

Walter North
Director
American Embassy
United States Agency for 
International Development (USAID)
Shantipath, Chanakyapuri
New Delhi 110 021
Tel: 91-11-2419-8000
Fax: 91-11-2419-8612


Richard Rothman
Commercial Consul
The Commercial Service 

American Center
4 New Marine Lines
Mumbai 400 020
Tel: 91-22-2265-2511
Fax: 91-22-2262-3850
Email: Mumbai.Office.Box@mail.doc.gov

Bruce Quinn
Commercial Consul
The Commercial Service 
American Consulate General
220 Mount Road, Chennai 600 006
Tel: 91-44-2811-2034
Fax: 91-44-2811-2036
Email: Chennai.Office.Box@mail.doc.gov

Ashoke Kanjilal
Commercial Specialist
The Commercial Service 
American Center
38-A, Jawaharlal Nehru Road
Calcutta 700071
Tel: 91-33-288 1200-1206
Fax: 91-33-288-1207
Email: Calcutta.Office.Box@mail.doc.gov

Leonard Roberts
Commercial Specialist
The Commercial Service 

ITC Hotel Windsor Manor Sheraton & Towers

Room Nos. 1034 to 37
25 Sankey Road, Bangalore 560052
Tel: 91-80-220-6401; Fax: 91-80-220-6405
Mobile: 98-44-00-1117
Email: Bangalore.Office.Box@mail.doc.gov


Savio Gonsalves 
Commercial Specialist
The Commercial Service 
401/402, JMC House

Ambawadi, near Parimal Garden

Ahmedabad 380 001
Tel:91-79-656 5210/16
Fax:91-79-656 0763
Email: Ahmedabad.Office.Box@mail.doc.gov

P. Radhakishore

Commercial Specialist

The Commercial Service

Taj Residency Hotel

#555, E Level, Road No. 1, Banjara Hills 

Hyderabad 500 034

Tel: 91-40-3309000

Fax: 91-40-3309030

Email: Hyderabad.office.box.@mail.doc.gov

Lt. Col. Scott Denney

Attache, Office of Defense Cooperation

Office of Defense Cooperation
U. S. Embassy New Delhi
Shantipath, Chanakyapuri
New Delhi 110 021
Tel: 91-11-2419-8000, ext. 8690
Fax: 91-11-2419-0066

CHAMBERS OF COMMERCE

Mr. Ramesh Bajpai

Executive Director

American Chamber of Commerce (AMCHAM)

Room No. 1262, Maurya Sheraton Hotel

Sardar Patel Marg

New Delhi 110 021

Tel: 91-11-23023102, 24102690

Fax: 91-11-23023109

Email: usamcham@bol.net.in


Mr. Tarun Das
Director General
Confederation of Indian Industry (CII)
23-26 Institutional Area
Lodi Road
New Delhi 110003, India
Tel: 91-11-2462-9994; 2463-3168
Fax: 91-11-2463-3168; 2462-6149
Email: cii@co.cii.ernet.in
Internet: ciionline.org

Dr. Amit Mitra
Secretary General
Federation of Indian Chambers of Commerce & Industry (FICCI)
Federation House, Tansen Marg
New Delhi 110001, India
Tel: 91-11-2373-8760-65; 2331-5442
Fax: 91-11-2372-1504; 2332-0714

Mr. Jayant Bhuyan
Secretary General
The Associated Chambers of Commerce
& Industry of India (ASSOCHAM)
11, Community Center
Zamrudpur, New Delhi 110 048
Tel: 91-11-2629-2310-13
Fax: 91-11-2645-1981, 2629-2319
Internet: www.assochem.org


Ms. Madhvi Kataria

Resident Director

Indo-American Chamber of Commerce (IACC)

PHD House (4th Floor), Opp. Asian Games Village

New Delhi 110 016

Tel: 91-11-26963387

Fax: 91-11-26531954

Email: iaccdelhi@vsnl.com


Dr. B. P. Dhaka
Secretary General
PHD Chamber of Commerce & Industry
PHD House, Opp.Asian Games Village
New Delhi 110016, India
Tel: 91-11-2686-3801
Fax: 91-11-2686-3135; 2685-7747
E-mail: phdcci@del2.vsnl.net.in

Mr. Kamal Vohra
Deputy Secretary General
Indo-American Chamber of Commerce
1-C Vulcan Insurance Building
Veer Nariman Road, Churchgate
Mumbai 400020, India
Tel: 91-22-2282-1413
Fax: 91-22-2204-6141
Email: iacc@vsnl.com
Internet: www.indous.org

Mr. Larry D’Souza
Executive Director & Secretary
Bombay Chamber of Commerce & Industry
Mackinnon Mackenzie Building, 3rd Floor
Ballard Estate
Mumbai-400001
Tel: 91-22-2261-4681
Fax: 91-22-2262-1213
E-Mail: bcci@bombaychamber.com

website: www.bombaychamber.com

Mr. P.N. Mogre
Secretary General
Indian Merchants’Chamber, IMC Building
Indian Merchants’ Chamber Marg
Churchgate
Mumbai-400020
Tel: 91-22-2204-1919; 2204-6633
Fax: 91-22-2204-8508
Email: imc@imcnet.org
Internet: www.incnet.org

TRADE ASSOCIATIONS

Mr. Kiran Karnik
President 
National Association of Software 
and Service Companies (NASSCOM)
International Youth Centre
Teen Murti Marg
Chanakyapuri
New Delhi - 110021, India
Tel: 91-11-2301-0199
Fax: 91-11-2331- 5452
Internet: www.nasscom.org

Mr. Vinnie Mehta
Director
Manufacturers'' Association 
for Information Technology (MAIT)
PHD House, 4th Floor
Opp. Asian Games Village
New Delhi 110 016, India
Tel: 91-11-2685-5487; 2685-4284; 2687-6976
Fax: 91-11-2685-1321
E-mail: mait@giasdl01.vsnl.net.in
Internet: www.mait.com

Mr. A. Mukherjee
Secretary General
Indian Machine Tool Manufacturers’ Association (IMTMA)
17 Nangal Raya Commercial Complex
New Delhi 110046, India
Tel: 91-11-2559-2814, 25599-681(D)
Fax:91-11-2559-9882
E-mail: imtma@del2.vsnl.net.in
Internet: www.imtex.org

Mr. Vishnu Mathur
Executive Director
Automotive Component Manufacturers 
Association of India (ACMA)
203-205 Kirti Deep Building
Nangal Raya Business Center
New Delhi 110046, India
Tel: 91-11-2550-1669; 2550-3101; 2559-3190
Fax: 91-11-2550-3101; 2559-3190
E-Mail: acma.olel@sm3.sprint
Internet: acma@giast101.vsnl.net.in

Mr. Oma Shankar
President - India Chapter
American Society of Heating, Refrigerating and
Airconditioning Engineers (ASHRAE) and
Indian Society of Heating, Refrigerating and
Airconditioning Engineers (ISHRAE)
K-43 Kailash Colony
New Delhi 110048, India
Tel: 91-11-2643-2021

Fax: 91-11-2642-4925

Mr. V. N. Gopalakrishnan
Secretary General
All India Instrument Manufacturers 
and Dealers Association (IMDA)
Navyug Niwas
167 Dr. D. Bhadkamkar Road
Opp. Minerva Theatre
Mumbai 400007, India
Tel: 91-22-22307-1868
Fax: 91-22-22307-1868

Mr. D. L. Desai. Shankarbhai

Secretary General
Builders Association of India 
G-I/G 20 Commerce Centre 7th Floor
J. Dadajee Road Tardeo
Mumbai 400034, India
Tel: 91-22-22491-8134

Fax:91-22-22492-7802
Email: idma@vsnl.com

Internet: www.builderindia.com


Mr. K. Bhusan
Executive Director
Overseas Construction Council of India
Flat No.H-118, Himalaya House, 11th Floor
23 Kasturba Gandhi Marg
New Delhi 110 001, India
Tel: 91-11-2373-8377; 2372-2425
Fax: 91-11-2331-2936

Mr. Dara B. Patel
Secretary General
Indian Drug Manufacturers'' Association (IDMA)
102 B Poonam Chambers 
Dr. A. Besant Road, Worli
Mumbai 400 018, India
Tel: 91-22-2497-4308, 2492 4178
Fax: 91-22-2495-0723
Email:idma@vsnl.com

Internet: www.idma-assn.org

Mr. Sunil P. More

Secretary General
Indian Electrical & Electronics 
Manufacturers Association (IEEMA)
501 Kakad Chambers - 5th Floor
132 Dr. Annie Besant Road, Worli
Mumbai 400 018, India
Tel: 91-22-2493-0532/6528/6529
Fax: 91-22-2493-2705
Email: mumbai@ieema.org
Internet: www.ieema.org

Mr. R. D. Joshi
Secretary General
Organization of Pharmaceutical Producers of India
Cook''s Building, 324 Dr. D.N. Road Fort
Mumbai 400 001, India
Tel: 91-22-24918123, 24912486, 2204-5509/4518
Fax: 91-22-2204-4705
Email: indiaoppi@vsnl.com

Internet: www.indiaoppi.com

Mr. A. Chakladar
Director
Consulting Engineers Association of India
East Court, Zone 4, Core 4B
2nd Floor, India Habitat Center
Lodi Road
New Delhi 110 003
Tel: 91-11-2460-1068
Fax: 91-11-2464-2831
E-Mail: cengr@del2.vsnl.net.in

Mr. Somnath Ghosh
Director General
Consultancy Development Centre 
East Court, Zone 4, Core 4B
2nd Floor, India Habitat Center
Lodi Road
New Delhi 110 003
Tel: 91-11-2460-2915, 2464-8268
Fax: 91-11-2460-2602

Mr S. Sen
Head - CII Defence Division
National Committee on Defence
Confederation of Indian Industry
23, Institutional Area, Lodi Road
New Delhi - 110 003, India
Phone: 91 11 24629994 - 7
Fax: 91 11 24601298, 24633168, 24626149
Website:http://www.ciidefence.com

COUNTRY GOVERNMENT OFFICES

Mr. Dipak Chatterjee
Secretary - Commerce
Ministry of Commerce & Industry
Government of India
Udyog Bhavan, Maulana Azad Road
New Delhi 110001, India
Tel: 91-11-2301-6664
Fax: 91-11-2301-6796
E-Mail: comind@gias.d101.vsnl.net.in
Internet: www.nic.in

Mr. L. Mansingh 
Director General of Foreign Trade
Ministry of Commerce
Government of India
Udyog Bhavan, Maulana Azad Road
New Delhi 110001, India
Tel: 91-11-2301-1777 
Fax: 91-11-2301-8613

Mr. S. Narayan 
Secretary
Ministry of Finance
Government of India
North Block
New Delhi 110001, India
Tel:91-11-2301 2611
Fax:91-11-2301-6075
E-mail: finsecy@delhi.finance.nic.in

Mr. R. R. Shah
Secretary (Industry) & Chairman FIPB
Deptt. of Industrial Policy & Promotion
Ministry of Commerce & Industry
Government of India
Udyog Bhavan, Rafi Marg
New Delhi 110 011, India
Tel: 91-11-2301-1815/ 2667
Fax: 91-11-2301-2380 / 6298

Mr. Ajay Prasad

Secretary

Ministry of Defence

Government of India 

North Block

New Delhi 110 001, India

Tel: 91-11-23012380

Fax: 91-11-23010044

Mr. B. Mishra
Principal Secretary to the Prime Minister
Prime Minister’s Office
Government of India
South Block
New Delhi 110 011, India
Tel: 91-11-2301-3040
Fax: 91-11-2301-6857; 2301-9545

Mr. Kanwal Sibal 
Foreign Secretary
Ministry of External Affairs
Government of India
South Block, New Delhi 110011, India
Tel: 91-11-2301-2318; 2196
Fax: 91-11-2301-6781

Mr. K. K. Jaswal
Secretary
Ministry of Information Technology
Government of India 
Electronics Niketan, 6 CGO Complex
New Delhi 110003, India
Tel: 91-11-2436-4041
Fax: 91-11-2436-3134

Mr. K. Roy Paul
Secretary
Ministry of Civil Aviation 
Rajiv Gandhi Bhavan
Safdarjung Airport 
Government of India
New Delhi 11 0003, India
Tel: 91-11-2461-0358; 2461-0368
Fax: 91-11-2461-0354; 2460-2397

Mrs. Rathi Vinay Jha
Secretary
Ministry of Tourism
Government of India
Transport Bhawan
1, Parliament Street, New Delhi, India
Tel: 91-11-2371-1792
Fax: 91-11-2371-7890


Mr. Vinay Kohli
Secretary
Department of Chemicals & Petrochemicals
Ministry of Chemicals and Fertilizers
Government of India
Shastri Bhavan
Dr. Rajendra Prasad Marg
New Delhi 110001, India
Tel: 91-11-2338-2467
Fax: 91-11-2338-7892

Mr. K.C. Misra
Secretary
Ministry of Environment & Forests
Government of India
Paryavaran Bhavan
CGO Complex, Phase-II
New Delhi 110003, India
Tel: 91-11-2436-0721; 2436-1896
Fax: 91-11-2436-2746


Mr. Vinod Vaish 
Secretary
Department of Telecommunications 

Ministry of Communications
Government of India
Sanchar Bhavan, Ashoka Road
New Delhi 110001, India
Tel: 91-11-2371-9898
Fax: 91-11-2371-1514

Mr. S.K. Tuteja
Secretary
Ministry of Small Scale Industries and

Agro and Rural Industries
Government of India
Room No 170, Udyog Bhawan
New Delhi 110001, India
Tel: 91-11-2301-2107
Fax: 91-11-2301-3045

e-mail: ssisecy@ub.nic.in
Mr. J.V.R. Prasadrao
Secretary, Health
Ministry of Health & Family Welfare
Government of India
Nirman Bhavan, Maulana Azad Marg
New Delhi 11001, India
Tel: 91-11-2301-8863
Fax: 91-11-2301-4252; 2301-7706


Mr. Pawan Chopra
Secretary
Ministry of Information and Broadcasting
Government of India
Room 655, A Wing

Shastri Bhavan, Dr. Rajendra Prasad Road
New Delhi 110001, India
Tel: 91-11-2338-2639
Fax: 91-11-2338-3513


Mr. Ajai Vikram Singh
Secretary
Ministry of Non-Conventional Energy Sources
Government of India
Block 14, CGO Complex
Lodhi Road, New Delhi 110003, India
Tel: 91-11-2436-1481
Fax: 91-11-2436-3585


Mr. B. K. Chaturvedi
Secretary
Ministry of Petroleum & Natural Gas
Government of India
Shastri Bhavan
Dr. Raiendra Prasad Road
New Delhi 110001, India
Tel: 91-11-2338-3501/ 2338-3562
Fax: 91-11-2338-3585

Dr. Adarsh Kishore
Secretary
Ministry of Statistics & Programme Implementation
Government of India
Sardar Patel Bhavan, Parliament Street
New Delhi 110001, India
Tel: 91-11-2334-4689, 2374-2150
Telefax: 91-11-2334-4689

Mr. R.V. Shahi
Secretary
Ministry of Power
Government of India
Shram Shakti Bhavan
Rafi Marg, New Delhi 110001, India
Tel: 91-11-2371-0271
Fax: 91-11-2372-1487


Mr. I.I.M.S. Rana
Chairman, Railway Board
Ministry of Railways
Government of India
Rail Bhavan, Rafi Marg
New Delhi 110001, India
Tel: 91-11-2338-4010; Fax: 91-11-2338-1453
E-mail: crb@del2.vsnl.net.in

Dr. V. S. Ramamurthy
Secretary
Department of Science & Technology
Ministry of Science & Technology
Government of India
Technology Bhavan
New Mehrauli Road
New Delhi 110 016, India
Tel: 91-11-2651-1439; 2651-0068
Fax: 91-11-2686-3847


Mr. J.S. Gill
Secretary.
Ministry of Steel
Government of India
Udyog Bhavan, Maulana Azad Marg
New Delhi 11 0011, India
Tel/Fax: 91-11-2301-5489

Mr. M. P. Pinto
Secretary
Ministry of Shipping
Government of India
Parivahan Bhavan, Parliament Street
New Delhi 110001, India
Tel: 91-11- 2371 4938
Fax: 91-11-2372-1672

Mr. Ashok Joshi
Secretary

Ministry of Road Transport & Highways
Transport Bhawan
Room No. 509
1 Parliament Street
New Delhi 
Tel:91-11-2371 4104


Mr. S. B. Mohapatra
Secretary
Ministry of Textiles
Government of India
Udyog Bhavan
Maulana Azad Marg
New Delhi 110011, India
Tel: 91-11-2301-1769
Fax: 91-11-2301-3681

Mr. A.K. Goswami
Secretary
Ministry of Water Resources
Government of India
Shram Shakti Bhavan
Rafi Marg
New Delhi 110001, India
Tel: 91-11-2371-5919
Fax: 91-11-2371-0305

Mr. P. Mohandas
Secretary

Department of Drinking Water Supply

Ministry of Rural Development 

Government of India 

247, A Wing 

Nirman Bhawan 

New Delhi 110 001, India 

Tel: 91-11-2301-0245/2301-0207 

Fax: 91-11-2301-2715

MULTILATERAL DEVELOPMENT BANK OFFICES IN INDIA

Mr. Tl DeJonghe

Country Director

Asian Development Bank

No. 4, San Martin Marg

Chanakyapuri, New Delhi 110 021

Tel: 91-11-24107200

Fax: 91-11-26870955


Mr. Dimitris Tsitsiragoas

Director South Asia

International Finance Corporation

1 Panchsheel Marg, Chanakyapuri

New Delhi 110 001, India

Tel: 91-11-2611-1306/2611-1563

Fax:91-11-2611-2278/2611-1281

Mr. Michael F. Carter - Country Director

The World Bank

70 Lodi Estate, New Delhi 110 003 India

Tel: 91-11-2461-7241/2461 9491Ext. 271

Fax: 91-11-2461-9393/2462 8074

U.S. DEPARTMENT OF COMMERCE LIAISON WITH THE MULTILATERAL DEVELOPMENT BANKS

Asian Development Bank
Stewart Ballard
Senior Commercial Officer
Commercial Liaison to the ADB
Commercial Service
U.S. Embassy, Manila
Tel: (632) 890-9364
Fax: (632) 890-9713


The World Bank

William H. Crawford

Director, Business Liaison

U.S. Executive Director's Office

The World Bank

1818 H Street, N.W.

Washington, D.C. 20433

Tel.  +1-202-458-0120

Fax. +1-202-477-2967
 
OTHER USEFUL CONTACTS

U.S. Department of Agriculture
Foreign Agricultural Service
Trade Assistance and Promotion Office
14th Street and Independence Avenue, S.W.
Washington, D.C. 20250
Tel:(202) 720-3631
Fax:(202) 720-2166
Internet: http://www.usda.gov

U.S. Department of State
Office of the Coordinator for Business Affairs 
2201 C St. NW
Washington, D.C. 20520
Tel: 202-647-6575
Fax:202-647-5939
E-mail: usdosweb@uic.edu
Internet: http://www.state.gov

TPCC Trade Information Center
Washington, D.C.
Tel: 1-800-USA-TRADE

United States Trade Representative
600 17th street, N.W.
Washington, D.C. 20506
Tel: (202) 395 3230
Internet: http://www.ustr.gov


U.S. Department of Energy
Energy Information Administration
Washington, D.C. 20585-0601
Tel: (202) 586 8800
Internet: http://www.eia.doe.gov/summit/b.html

Manager, Private Sector Group
Asian Development Bank
P.O. Box 789
0980 Manila, Philippines
Tel: (632) 632-4444 
Fax: (632) 632-2346

Mr. K. M. Shani
Director General
Bureau of Indian Standards
Manahk Bhavan
9 Bahadurshah Zafar Marg
New Delhi 110 002
Tel: 91-11-2323-0131; 
Fax: 91-11-2323-9399; 2323-4064

Mr. T. R. Subramanian
Controller General of Patents Designs and Trade Marks
Trade Marks Registry
Central Building, Maharishi Karve Marg
Mumbai 400 020
Tel: 91-22-2203-0924; Fax: 91-22-2201-3700

Mr. Surjit Lal - Director
World Bank Directorate
Directorate General of Supplies and Disposals
Government of India
5, Sansad Marg, Jeevan Tara Building
New Delhi 110 001
Tel: 91-11-2336-2983
Fax: 91-11-2334-0497, 2334-5536

COUNTRY MARKET RESEARCH FIRMS

Mr. A. G. Sen

Senior Consultant

Protech India Ltd.

J-8, Green Park Extension

New Delhi 110 016

Tel: 91-11-2616-7660; Fax: 91-11-2619-6434

Email: chprotec@giasdl01.vsnl.net.in
Internet: www.protechindia.com
Mr. Ashoke Bahl

Director

Management Services Group

Marble Arch, 9 Prithviraj Road

New Delhi 110 001

Tel: 91-11-2462-0531

Fax: 91-11-2462-9534

Email: msg@pobox.com

Mr. V. Srivastava - Director
A.F. Ferguson & Co.
4th Floor, Hansalaya Building
Barakhamba Road
New Delhi 110 001, India
Tel: 91-11-2331-3543; 2331-5256
Fax: 91-11-23232-5437

Mr. Lalit Ahluwalia 
Partner
Arthur Andersen
2nd Floor, The Capital Court

LSC Phase III, Olof Palme Marg

Munirka, New Delhi – 110 067, India

Tel: 91-11-2616-5000
Fax: 91-11-2617-5100 
Mr. Amal Ganguli

Senior Partner 

Price Waterhouse Coopers 
Sucheta Bhawan

Ist Floor, 11A, Vishnu Digamber Marg

New Delhi 110 002

Tel: 91-11-2323-8567 

Fax: 91-11-23237036 


Mr. Pradeep Dadlani - Director
Sycom Consultants Consortium Pvt. Ltd.
6/101 Kaushalya Park
Hauz Khas, New Delhi 110 016, India
Tel: 91-11-2651-3097; 2668-878
Fax: 91-11-2696-0497
 
Mr. P.A. Vandrevala
Executive Vice President
Tata Consultancy Services
12 Hailey Road, New Delhi 110 001, India
Tel: 91-11-2372-1523; 2332-9696
Fax: 91-11-2331-1735


Mr. K. Mukhtyar
Frost & Sullivan 
1st Floor, DC Business Center
5, Chunawala Estate
Kondivitta Road, Andheri (East)
Mumbai - 400059, India
Tel: 91-22-2832-4705; 832-4706
Fax: 91-22-2832-4713
Email : frost@bom3.vsnl.net.in


Mr. Thomas Puliyal - President
Indian Market Research Bureau (IMRB)
A-Wing, Mhatre Pet Bldg 
Senapati Bapat Marg, Dadar (W)
Mumbai - 400 028
Tel: 91-22-2432-3500
Fax: 91-22-2432-3600

Mr. Shiloo Chattopadhyay, Chairman
Mode Research Private Limited
210 Neelam Buildings
108 Worli Seaface Road, Mumbai 400 018
Tel: 91-22-2493-4768; 2494-9623
Fax: 91-22-2495-0432.


Mr. Satish Kulkarni - Director 

Corporate Catalysts (India) Pvt. Ltd.  

R-26 Greater Kailash -1

New Delhi 110048

Phone: 011-26486167/26486212 

Fax : 26211895 

website: www.ccindia.com

Mr. Debashish Bannerjee - Director 

Operations Research Group Pvt.  Ltd.  

D-24 Second Floor South Extension Part -1

New Delhi -110049

Phone 91-11-24603549;24694909

Fax:91-11-24603549

Mr. M.P.S. Puri

Managing Consultant

Synergy International

B-17, Defence Colony

New Delhi 110 024

Tel:91-11-2464-0962; Fax:91-11-2464-0845

Email:synergypuri@hotmail.com

Internet: www.india-gate.com/synergy

CHAPTER 12.  MARKET RESEARCH 

Industry sector analysis and market research reports

Industry sector analysis reports (FY’03)
Air Pollution control and monitoring equipment

Bandwidth

Banking Industry

Bulk materials handling equipment

Cosmetic and toiletries

Environment management system and ISO 1400 in India

Housing finance for primary mortgage to securitization

Laboratory scientific instruments

Non-Conventional energy scenario

Oil and gas Machinery 

Old vehicle retrofitting market to control air pollution 

Opportunities in coal bed methane 

Plastic material and resins 

Pollution control equipment for tanneries industry

Railway equipment 

Specialty industries chemical products 

Textile machinery 

International marketing insight reports (FY’03)

ADB projects

ADB lending to India
Aviation

Airports privatization in India
Aero India 2003
Construction

Indian construction equipment industry
Defense

U.S. competitors in India’s defense industry 

Finance and insurance

Post-liberalization development in Indian insurance sector 

Food and beverages

The snack foods market in India
Hotels and tourism

H&RT 2003 

Information technology and telecommunications

PC sales decline by 11 percent.
Indian bandwidth end users
Competitive scenario of the Indian bandwidth market
The Indian domestic software market
Market access issues of the Indian bandwidth market
An overview of the Indian bandwidth market
Market trends in the Indian bandwidth market
The Indian bandwidth market - statistically
Smart Card Tech India 2003
NASSCOM 20003

Infrastructure

Maharashtra Infrastructure Summit 2002
World Bank assistance for rehabilitation and reconstruction in Gujarat
IFFCO Kalol develops an eco-friendly township

Investment

Vibrant Gujarat – Global Investors Summit 2003
Gujarat, favorable destination for investments in India
Snapshot of the Indian venture capital market

Iraq 

Iraq reconstruction update
Iraq reconstruction
Indian economy

Indian federal budget 2003 - effects on foreign companies

Moody’s raises India’s sovereign rating to Ba1
First quarter numbers for the Indian economy

Medical 

Oral care market in India
Compulsory guidelines for quality control of gene-based medicines
Maharashtra to set up biotech board with a corpus of $10 million 

Oil and gas

ONGC plans $10 billion budget for 2002-07
Renewable Energy

Indian renewable energy sector - an overview

Sector watch

Overview of the cosmetic and toiletries market in India
Cold storage trade opportunity
Trade Shows & events

ENGIMACH2004 
Miscellaneous 

New rules for test marketing in India
Asia Now
U.S.-India sign pact to increase hi-tech commerce
India becomes the leading source for international students

CHAPTER 13.

Events Calendar

U.S. COMMERCIAL SERVICE, INDIA

FY-03/04/05 CALENDAR OF EVENTS

Dates

Cities

Event

2003

November

1-5

New Delhi
19th World Mining Congress & Expo





(TFC/BIO)

10-12

Mumbai
TDA Regional Telecom Conference

10-13

New Delhi
U.S. Pavilion at CII’s Climate

Technology Bazar 2003

(with USAID/AEP/SCI/EPA/State/etc.)

12-14

Hong Kong
Business delegation to Cosmoprof Asia 2003





(Asia Now event)

19-22

Orlando, FL
IBP delegation to International Association of Amusement

Parks and Attractions (IAAPA) Annual Convention

and Trade Show 2003

TBD

New Delhi
U.S. wine promotion



Mumbai
(with FAS)

December

2-5

Singapore
Business delegation to ChemAsia 2003

3

New Delhi
SCP for GE Ion Track

5-8

New Delhi
Paperex 2003





(TFC/BIO)

2004

February

4-6

New Delhi
SUPERCOMM INDIA 2004





(TFC/BIO)

4-7

New Delhi
CII’s Defexpo India 2004





(TF)

11-14

Mumbai
Oceantex 2004/En-Power World Expo 2004





(TFC/BIO)

12-15

New Delhi
Componex/ElectronicIndia 2004





(APLC organized by TD/OMMI)

17-18

Mumbai
STUDY USA 2004

20-21 New Delhi
(TF)

23-24 Chennai

22-24

New Delhi
Asia Pacific Executive Forum





(East-West Center, Honolulu, HI/CII)

24-29

Singapore
Business delegation to Asian Aerospace 2004





(Asia Now event)

27-March11


South Asia Renewable Energy Reverse





Trade Mission

March

17-19

New Delhi
World of Franchising in India 2004





International Conference and Expo

(TF)

18-20

New Delhi
12th Convergence India 2004





(TFC/BIO)

18-19

New Delhi
Asia Pacific Council of American Chambers





(APCAC) Executive Board meeting

April

6-8

New Delhi
Medicare India 2004





(TFC/BIO)

15-17

Bangalore
Bangalore Bio 2004





(TFC/BIO)

17-22

Las Vegas,
IBP delegation to National Association



NV

of Broadcasting (NAB) 2004 show

30-May 2
Washington,
IBP delegation to International Franchise



D.C.

Expo 2004

May

4-6

Boston, MA
Enviro Expo 2004

June

15-18

Singapore
Business delegation to CommunicAsia 2004





and BroadcastAsia 2004





(Asia Now event)

20-24

Chicago,
IBP delegation to SUPERCOMM 2004



IL


July

14-16

Singapore
Business delegation to Asian Amusement

Expo 2004

November

3-5

Mumbai
India Chem 2004





(TFC/BIO)

Event Type Abbreviations:

BIO
Business Information Office

BFS
Business Facilitation Service

CTM
Certified Trade Mission

GKS
Gold Key Service

IBP
International Buyer Program

MKR

Matchmaker

MSCE

Multi-State/Catalog Exhibition

APLC

American Product Literature Center

PVF

Privatized Fair

RC

Regular Catalog Show

RFC
Recommended For Certification

RTM
Reverse Trade Mission

SCP
Single Company Promotion

SFO
Solo Fair

SM
Seminar Mission

TFC
Trade Fair Certification

TF
Trade Fair

TM
Trade Mission

US-AEP
U.S.-Asia Environment Partnership

USIBC
U.S.-India Business Council
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