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A SURVEY OF EUROPEAN BUSINESS IN INDIA 

INTRODUCTION 

The last four years has been a lot of change in the GOI's (Government of

India) attitude towards foreign technology and investment. Today, the GOI is

encouraging import of technology if it increases exports, substitutes for

imports, or develops high technological capability in priority industries where

technology is not available indigenously. To implement its policy, the GOI has

taking the following significant steps:

1. Identified specific sectors open to foreign technology

transfers: major sectors where foreign technology is welcomed

include electronics, energy, machine-tools, chemicals,

automotive ancillaries, agriculture-related industries and

certain specific pharmaceutical products.

2. Introduced incentives to attract foreign investment and

technology that promote exports: the GOI does this under two

programmes:

a. Free trade zones - the GUI has established three FTZs at

Kandla, Santa Cruz in Bombay and Madras.

b. 100 percent export-oriented projects.

3. Simplified approval process: composite applications for foreign

collaborating is now co-ordinated by a single agency, the

Secretariat for Industrial Approvals. It also takes less times

than in the past.

4. Greater flexibility in approving terms: GUI officials are

increasingly flexible regarding foreign collaboration terms.

Although there are certain guidelines, they can and do deviate

from them.



PROFIT POTENTIAL 

A foreign collaborator enjoys four types of financial returns:

1. Royalty: usually at a rate not exceeding five percent of sales

throughout the term of the technology transfer agreement. The

usual term is five years and a tax of 10 percent is witheld and

paid to the Indian government.

2. Lumpsum payment: provided for the import of drawings and

documentation. The amount varies from case to case.

3. Dividends: in case of equity participation along with

technology transfer, the foreign company receives dividends on

after tax profits. A tax of 25 percent, however, is witheld and

paid to the GOI.

4. Equipment: A technology transfer necessitates in most cases,

sales of equipment and components in the early years of

production.



FOREIGN COLLABORATIONS: WAYS IT CAN OCCUR 

Historically, there are five ways in which a foreign business involvement

has occured in India:

A. Wholly owned subsidiary - this does not exist today except for

foreign banking institutions nor is it allowed by the

government in any sector other than banking.

B. Partly owned subsidiary - this is where usually the principal

shareholder is the parent company. The remaining shares are

widely scattered and there is rarely an Indian shareholder

whose shareholding comes close to the shareholding of the

parent company.

C. Joint ventures "- about 15 to 20 percent of the foreign

collaborations completed each year in India involve foreign

equity participation. The foreign firm may receive Lump Sum

and/or royalty payments for the technology transfer as well as

dividends. In addition, these ventures usually involve the sale

of equipment and components in the start-up phase.

D. Technical collaboration - this form of collaboration is the

most common. No equity capital is involved. Under an agreement

with a limited time period, the foreign firm sells its

technology and know-how for a Lump Sum payment and/or royalties

based upon sales. In addition, the sale of equipment and

components often results.

E. Know-how purchase - this form involves the simple purchase and

import of designs and drawings. No foreign investment or

licensing agreement is involved.



COUNTRIES 1981 1982 1983 1st quarter
1984

n° of
proj.

Value

(mi$)

n° of
proj.

Value

(mi$)

N° of
proj.

Value

(mi$)

N° of
proj.

Value

(mi$)

JAPAN 4 0.65 5 25.11 7 16.07 2 3.31
US 15 2.25 24 5.03 32 13.89 5 1.47
UK 9 0.70 16 1.65 22 9.80 2 0.27

TOTAL OF ALL 16.87 62.81 61.87 9.63
COUNTRIES

MAJOR FOREIGN FINANCIAL COLLABORATIONS IN THE RECENT PAST 

Japan today leads in foreign financial investments in India. However, most

new collaborations approved by the government are technical, not financial. The

UK has the highest number of existing collaborations with the US and Germany

following. (See Table 1, page 5)

METHODOLOGY OF THIS STUDY 

The approach of this study has been to contact European enterprises and

their Indian partners in India. Firms were chosen keeping in view certain

factors namely:

1. The emphasis is on firms which started operations in the

post-independence era. It was felt that firms which entered the

market before 1947 would not be representative for the purposes

of this study. Furthermore, firms were so selected so as to

give a fair picture of the evolutionary pattern of European

business in India showing how the nature of the operations and

the objective of setting up varied progressively over the

years.
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TABLE 1 

NUMBER OF FORE IGN COLLABORATIONS APPROVED BY THE
GOVERNMENT OF INDIA BY COUNTRY

COUNTRY	 NUMBER APPROVED

1957-1980	 1981	 1982	 1983

U .K .	 1455	 79	 106	 119
U.S.A.	 1221	 85	 110	 135
F.R.G .	 1098	 74	 110	 129
Japan	 537	 27	 51
Swi t zerl and	 365	 26	 41	 47
France	 296	 23	 28	 40
Italy	 204	 18	 37	 30
G .D . R.	 121	 4	 2	 10
Sweden	 110	 11	 15	 15
Net he rl ands	 97	 9	 14	 13
Czechoslovaki a 	72	 -	 5	 2
Denmark	 64	 1	 4	 3
Belgium	 52	 1	 4	 8
Austria	 48	 8	 8	 3
Canada	 41	 2	 1	 6
Hungary	 33	 3	 3	 2
Pol and	 26	 4	 4	 1
Finl and	 21	 2	 4	 1
Others	 371	 12	 43	 51

TOTAL 6232	 389	 590	 673

Source: Indian Investment Center, New Delhi .



2. It was endeavoured to select firms involved in various types of

operations ranging from wholly-owned subsidiaries to technical

collaborations with more examples of the latter which has become

increasingly popular in recent years.

3. The Government of India pursues a strict regulatory policy regarding

foreign business involvement in India. It encourages collaboration in

certain specified sectors and prohibits them in certain others. The list

of sectors where the government encourages foreign participation is

periodically revised and updated. Certain sectors which were freely

accessible earlier become increasingly regulated over the years creating

difficulties for foreign firms which have already entered the market.

Sectors have been chosen representing.

a) areas where the government encourages foreign involvement,

b) areas which have become increasing regulated over the years

resulting in changes in strategy of the European firms. In

most cases, only one representative firm has been chosen

from each sector.

4. Three zones have been represented in this study: Western,

Northern and Eastern. The study was conducted in three places

namely Bombay, Delhi and Calcutta. The Western zone being the

most important and the Eastern the least in terms of business

activity, more companies were selected in Bombay than in Delhi

and so on.

5. The Indian business scene is shared by the private sector and

the government. Indian partners have been selected keeping this

in mind i.e. examples have been drawn from both sectors.

6. It has been attempted to select companies representing diverse

European nationalities.

7. Indian partners and European subsidiaries of varying size have

been selected for this study ranging from the

near-insignificant to the huge enterprises.



The ten firms interviewed were given a copy of the

questionnaire (see appendix). The actual face-to-face interview

with the particular company's executives went beyond the

questionnaire and tried to focus also on factors intrinsic and

peculiar to the firm itself. In that sense each of the ten

cases studied is unique.
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N° NAME OF
COMPANY

FIRMS CONTACTED

NATURE OF	 EUROPEAN
LINKAGE WITH	 FIRM
EUROPEAN	 INVOLVED
FIRM (s)

SECTOR OF
INVOLVEMENT

REGD.
OFFICE IN
INDIA

1 SANDOZ PHARMACEUTICALS BOMBAY SUBSIDIARY	 SANDOZ
& AGRO CHEMICALS (PARTLY-OWNED)

2 BANQUE BANKING BOMBAY SUBSIDIARY	 BNP
NATIONALE (PARTLY-OWNED)
DE PARIS

3 DEVIZE EXPORTS (EPZ) BOMBAY JOINT VENTURE	 MEGATRON
KG

4 MAHINDRA TOOLS AND ALLOY BOMBAY JOINT VENTURE	 UGINE
UGINE STEEL STEELS ACIERS
COMPANY
LTD.

5 SIEMENS ELECTRICAL & BOMBAY SUBSIDIARY	 SIEMENS AG
MEDICAL ENGG. (PARTLY-OWNED)
EQUIPMENT

6 BHARAT POWER DELHI TECHNICAL	 SIEMENS AG
HEAVY COLLABORATION
ELECTRICALS

7 CIT ALCATEL TELECOMMUNI- DELHI TECHNICAL	 CIT
MEKASTER CATIONS COLLABO- ALCATEL

RATION

a. MINISTRY OF ALUMINIUM DELHI TECHNICAL	 ALUMINIUM
MINES & COLLABORATION	 PECHINEY
METALS GOVT.
OF INDIA

b. ALUMINIUM
PECHINEY

9. MODI XEROX
	

XEROX EQUIPMENT DELHI
	

JOINT VENTURE RANK XEROX

10. HITEK
	

COLD FORMED
	

RANCHI
	

KNOW-HOW
	

BROCKHOUSE
STEELS
	

PURCHASE
	

GROUP &
METFORM, UK



PROFILE OF THE SAMPLE 

The 10 cases analysed concern:

- 1 wholly-owned subsidiary

- 2 partly-owned subsidiaries

- 3 joint venture

- 4 technical collaborations

By country of origin of the European firms involved, the cases concern:

- 1 Swiss company

• - 2 German companies

- 4 French companies

- 3 British companies

TABLE 2 gives the distribution by country and by types of operations.

TABLE 2 

DISTRIBUTION OF CASES BY COUNTRY AND BY TYPES OF OPERATIONS

KNOW-HOW
PURCHASE

TECHNICAL
COLLABORATION

JOINT VENTURE PARTLY-OWNED WHOLLY-
OWNED

EUROPEAN
ORIGIN

UK 1 1

FRANCE 2 1 1
FRG .1 1 1
SWITZERLAND 1

TOTAL 1 3 3 2 1
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Table 3 gives the types of operations and dates of setting up (where mode of

operation has changed, the date of the last change and the present type of

operation is considered).

TABLE 3 

DISTRIBUTION OF CASES BY TYPES OF OPERATIONS
AND DATES OF SETTING UP

TYPES OF OPERATIONS

KNOW-HOW
PURCHASE

TECHNICAL
COLLABORATION

JOINT VENTURE PARTLY-OWNED WHOLLY-OWNED

DATES OF
SETTING UP

Before 1947 1
1947-1950
1951-1960 1 1 2
1961-1970
1971-1980
1981-present 1 2 2

TOTAL 1 3 3 2 1

This table illustrates the evolutionary trend of European business in India.

Before independence it was wholly-owned subsidiaries and trading companies, in

the 50s it was the partly-owned subsidiaries, in the 60s the joint-ventures and

finally the technical collaborations.



Table 4 indicates whether the Indian partner in a joint-venture or a

technical collaboration is in the private or the public sector.

TABLE 4 

DISTRIBUTION OF CASES AMONG PRIVATE AND PUBLIC SECTORS

TYPE OF OPERATIONS

JOINT VENTURE
	

TECHNICAL	 PURCHASE OF KNOW-HOW
COLLABORATION

SECTOR

Public	 3
Private	 3	 1

Table 4 illustrates another feature characteristic of Indian business: that

equity participation is more common in the private than in the public sector.

Table 5 presents the size of the cases studied in terms of total assets.

TABLE 5 

TOTAL ASSETS OF EUROPEAN SUBSIDIARIES AND INDIAN PARTNERS
(in joint-venture and technical collaboration)

Total assets (in Rs)+

LESS THAN 100 100-500 	 500-1000	 MORE THAN 1000
MILLION	 MILLION	 MILLION	 MILLION

N° of firms
	

2	 3	 2	 1

+ Figures not available for 2 firms



SECTOR ANALYSIS 

. TELECOMMUNICATIONS

. PHARMACEUTICALS

. POWER

. STEEL

. ALUMINIUM

. EXPORT PROMOTION

. PHOTOCOPYING

. INTERNATIONAL BANKING



SECTOR: TELECOMMUNICATIONS



- 13 -

TELECOMMUNICATIONS 

DESCRIPTION OF THE SECTOR 

The government has targeted the telecommunications industry as one the

fastest growing sectors of the Indian economy. It is modernizing the antiquated

communication network and working on developing its telecommunication equipment

sector. In 1980, the GOI created a telecommunications committee to study the

needs of the country and to recommend a strategy. As a result, the GOI decided

in 1981 to move from analog to digital. It signed three major technical

collaboration agreements with the French.

The GOI has also placed a priority on developing space technology for its

communications network and meteorological services. Through its contract-with

Ford Aerospace Communications Corporation, it invested heavily in first

generation satellites and is planning to develop its own second generation.

These developments will increase the demand for subsystems and components.

The Indian railways has embarked on a $ 400 million modernization plan for

its communications network. It plans to purchase microwave systems and computer

hardware and software packages.

In early 1934, the GOI threw open the manufacture of telecommunications and

transmission equipment to the private sector - something previously restricted

to the public sector only. However, it stipulated that in any enterprise, the

private sector can only attain a minority interest of 49 percent.

The GOI is making an investment in telecommunications to the order of $ 42.5

billion over the next decade. Excellent opportunities exist for many foreign

collaborations in this field.

FOREIGN COLLABORATIONS 

Recent Collaborations and Prospects 

Table 6 gives a list of 21 telecommunication collaborations. Of these, seven

are with U.S. corporations, five with British companies, three with Japanese,

and the rest with German, Canadian and Italian firms. The Japanese have made

tremendous progress in the past year because of their cheap pricing strategy.
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TABLE 6 

FOREIGN COLLABORATIONS: TELECOMMUNICATIONS

INDIAN FIRM	 OVERSEAS FIRM
	

PRODUCT	 YEAR

Power System &
Proj ect s
Pal gat , Keral a

Punjab Wirel es s
Systems

Gujarat Canm. &
Elect. Ltd.

English Electric
Co., Madras

The Nadiad Electric
Supply Co., Baroda

ECIL, Hyberabad

ECIL, Hyberabad

Hindustan Cables
Ltd., W. Bengal

Punjab Wireless
Systems Ltd.,
Chandigarh

Rajasthan SID & I
Corp.

Karnat aka S tat e
Electronics Dev.
Corp.

Electronics Corpn.
of Tamilnadu

REL Ind. Inc.
New Jersey (USA)

Repco Inc.
Florida (USA)

Genelcom Ltd.
(Canada)

GEC Co. Ltd. (UK)

Edward Fletchs &
Sons, Surrey (UK)

Park Air Electronics
Peterborough (UK)

Nippon Electric Ltd.
Tokyo (Japan)

Kabel Metal Works
Hanover (FRG)

Harris Corp.

Pathcom Inc,
California (USA)

Marconi Camnuni ca-
tion systems

Marconi Canmunica-
don systems

Power Carrier	 1977
communication
400 KV and above

Transreceivers	 1977

Extended range	 1977
VHF commtmica-
tion systems

Power carrier	 1979
communi cation
systems

Fiber optic pro-	 1980
duct for opto-
el ectric
application

Wireless com-	 1980
munication set s

FM-FDM ground	 1980
communication
equipment

Communication	 1980
cabl es

Long range radio 1981
communication

Two way radio	 1982
communi cation and
allied equipment

UHF /VHF communi- 1982
cation and allied
equipment

UHF /VHF communi- 1982
cation and allied
equipment
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Mr. Dava Trivedi	 Sprinkle TV Inc.	 Statellite	 1982
Alinedabab	 (USA)	 antennas

Rajasthan SID & I
Corp.

Bihar State Electronic
Dev. Corp. Ltd.

Hindustan Cables
Ltd., Burdawan

Hull Electronic
Co. (USA)

Shiniva Tsuushinki
Co., Tokyo (Japan)

Standard Telephone
Co. (UK)

HF-SSB trans-	 1982
receivers

Two way radio	 1982
communication and
allied equipment

Jelly filled	 1982
telecommunication
cables

Asian cables	 Phelps Dodge Corpn.	 Jelly fixed
	

1982
Corp. Ltd.	 Florida (USA)	 solid foam and
Bombay	 skin foam

tel ephone cabl es

Punjab Wireless Co.

Bharat Eng. &
E 1 ectroni cs , Bar oda

Marine & Communications
India, Hyderabad

I.T.I.

Voda Voice & Data
Communication Co.
(FRG)

Associated Ind. Inc.
California (USA)

International Marine
Radio Co. (UK)

C.I.T. Alcatel
(France)

Digital voice	 1983
scrambler

Telephone head
	

1983
sets etc.

VMF radio	 1983
telephone

Digital electro-	 1983
nic switching
equipment
Digital elect.
trunk automatic
exchanges
Private rural
automatic exchanges
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INTERVIEW 

The biggest ongoing collaboration is with CIT Alcatel of France. They

field personnel on site and are represented as well by an agency by the name

Mekaster which is located in Dehli. Two people were interviewed: 1. H.

Taheraly, Assistant Production Manager of CIT Alcatel in Delhi, 2. Mr. Serf

Trehan, Assistant Manager of Mekaster.

THE CONTRACTS 

The largest digital technology transfer operation in the world was arranged

on 24th July, 1982, when India and France signed an agreement covering

co-operation in three areas: the supply of time-division telephone exchange_ C3

satisfy immediate requirements the modernization of the In an

telecommunications industry, and a vast technology transfer and training

program, in which SOFRECOM, a subsidiary of the French PTT is also taking part,

Following this outline agreement, the contracts signed by CIT Alcatel with the

Indian Ministry of Communications, the Indian Post and Telegraphs and with

Indian Telephone Industries cover the supply of 200,000 lines in the E 10 B

digital system, the construction of a plant capable of producing 500,00e E 10

lines per year at Gonda, Uttar Pradesh and the transfer of the corresp', Ging

technology.

The contract with Sofrecom will help the Indian administrati r, to

efficiently plan and control the growth of its network, using modern engineering

and management tools and methods developed in France. An initial aspect of the

contract concerns the El0 system and its insertion in the Indian network.

Engineers from India are to be trained in France and locally at the AL,iC

training centre. After theoretical instruction on El0 design, engineering,

administration, and maintenance, they will be assisted by French experts

applying this knowledge in their everyday work. France and India have b. 60

agreed to jointly study the adaptation of French methods and techniques t ,„ the

needs of the Indian network and the local context. On August 2nd 1962, an

agreement was signed for co-operation in research and development between the

National Telecommunications Research Centre (CNET) in France and its

counterpart, the Telecommunications Research Centre (TRC). The main purpc,c; of

this agreement is joint studies on new systems.
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A second contract signed with CIT Alcatel in November 83 envisages the

supply of inland truck automatic exchanges (22000 circuits) and supply of

equipment for the production of 80,000 lines per year at Palghat, Kerata. At the

moment, CIT Alcatel is negotiating a third contract for the supply of equipment

and assistance for production of 500,000 lines per year at Bangalore. According

to M. Taheraly, chances for CIT securing this third contract are very good.

WHO'S WHO IN INDIAN TELECOMMUNICATIONS 

Telecommunications in India are the responsability of the Indian Post
and Telegraph Department, part of the Ministry of Communications. The
"Secretary of the Ministry" is also the "Director General Post and
Telegraph" and "Chairman of the P & T Board". The telecommunications side of
the P & T Department is divided into a "Development" branch and an
"Operation" branch.

The Indian telephone network is divided into 15 circles: 13
corresponding to States and 2 to groups of small States. Territories, or
Tribal Zones. Each circle is itself divided into territorial units of
decreasing size, called zones, divisions and subdivisions. In addition,
there are 30 urban districts: 21 minor districts with more than 100,000
lines and attached to a circle, 5 major districts with more than 25,000
lines and 4 metro districts (Bombay, New Delhi, Calcutta and Madras). The
major and metropolitan districts are not attached to circles. The long-
distance transmission network is organized as 4 regions, each split into 2
zones.

There are three main telecommunications equipment manufacturing
companies in the public sector. Indian Telephone Industries (Iri) produces
both switching and transmission equipment, employs 30,000 people, and has 5
factories (the largest at its head office site at Bangalore). Hindustan
Teleprinters Limited (HTL) manufactures electromechanical teleprinters and
is planning a factory for electronic machines. Hindustan Cables Limited
(HCL) has 2 cable factories, with a third to be opened shortly.

Another company, Bharat Electronic Limited (BEL), produces electronic
equipment. The Electronics Department of the Ministry of Research and
Technology provides expert advice to the government on all aspects of
electronics and data/information processing, also vetting and controlling
the corresponding imports.
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TABLE 7 

FINANCIAL DETAILS OF THE CIT CONTRACT 
(excluding Palghat)

FOREIGN EXCHANGE
IN	 RORES OF ENGEES

TOTAL

Direct
equipment 74.83 165.55
(200,000 lines)

R&D assistance 2.62 3.82

Factory with 61.54 98.75

System support 12.75 22.43

151.74 309.55

Foreign exchange 199.93 ) cost of D/SKD covering

outflow ) upto 4th year of production

In French Fr.

(million)

1283.60 )

TOTAL (Rs.cr) 351.6

In million Fr. 2257.9
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BILATERAL RELATIONSHIP AND TRADE PROSPECTS 

One of the things that came out in the interview was that the political

relationship existing between India and France is very conducive for bilateral

trade and this gives the F nch an edge over other foreign competitors in the

Indian market. As to winning this particular contract which happens to be the

biggest of its kind outside France for CIT Alcatel, it was felt that the

condition of French telephones before 1965 was very much analogous to the

condition of Indian telephones today. The remarkable improvement registered in

France in this sector between 1965 and 1971 and the similarities of the initial

situation and problems may have been one of the factors in favour of CIT Alcatel

in winning the contract.

Today, the Indian telephones have roughly 2.3 million subscribers, butp.with

a population of 700 million, this represents less than 0.4 telephones per 100

inhabitants. The development programme drawn up by the GOI outlined before calls

for a lot of foreign technology and CIT's presence and domination of the sector

today and factors cited above may well mean many more projects for them in the

coming years. Moreover, the Alcatel-Thomson amalgamation would give them a

decided technological edge over competition, it was felt.

TECHNOLOGY TRANSFER 

Both people interviewed felt that the Indian technical personnel were very

technically competent and this rendered things much easier for both sides.

However, it was felt that a fast adaptation to the new technology was needed, a

necessity to think of new operational systems and management practices.

DIFFICULTIES 

The only problem cited was the sluggish Indian bureaucracy: the local

partner being a public sector concern, bureaucratic and planning delays and even

delays in sanction are quite common and impede progress. However, one of the two

people interviewed suggested that delays do occur from both sides and it would

be wrong to blame a single party.



SECTOR: PHARMACEUTICALS
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PHARMACEUTICALS 

Description of the Sector

In 1956, through the Industrial Policy Resolution, the GOI gave top priority

to developing the pharmaceutical industry. The growth of the industry since

independence has been good. In 1948, the value of production totalled US $11

million, and only formulations were produced. According to recent statistics,

the estimated value of bulk drug production in 1981-1982 was $275 million and

$1.3 billion for formulations. Imports of bulk drugs totalled $155 million at

landed cost. Exports stood at $95 million.

Today, this sector produces a large number of formulations used by the

medical profession. It also produces bulk drugs, including antibiotics,

vitamins, analgesics and antipyretics, anti-dysentery and anti-diabetics

tranquillizers and sedatives, anti-leprosy and anti-bacterials.

The pharmaceutical sector is one of the most highly regulated industries in

India. Production is carried out by firms in three sectors: 1. the government

owned public sector ; 2. the Indian private sector, composed of big organised

companies and small enterprises and 3. the foreign sector, composed of companies

with majority or minority (under 40 percent) equity participation. Today, the

Indian segment accounts for 75 percent of the Indian drug market while the

foreign sector accounts for 25 peth majority or minority (under 40 percent)

equity participation. Today, the Indian segments accounts for 75 percent of the

Indian drug market while the foreign sector accounts for 25 percent. The public

• sector accounts for over one-third of the installed capacity of the entire

industry, but utilises two-fifths of its capacity. The private sector has

• installed capacity of three-fifths, but is operating at 66 percent of capcity.

The foreign sector, with 7 percent of capacity, operates at 100 percent capacity

and accounts for over 15 percent of the overall industry production.

The 1978 New Drug Policy reaffirms the GOI's decision to give the public

sector the leading role in the manufacture and distribution of drugs. Over the

past 15 years, the government has introduced regulatory policies creating

disincentives for foreign investors and technology transfer. The goal of its

policies has been to encourage the development of indigenous producers. Hence,

the foreign sector's role has been diminishing in terms of market share and

number of firms. The no. of FERA companies (those with foreign equity above 40

percent) has declined from 45 in 1978 to 14 and will be 12 at the end of the

current year.
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TABLE 8 

PRODUCTION OF DRUGS AND PHARMACEUTICALS 
(US $ millions)

1979-
1980

1980-
1981

ANNUAL
GROWTH
(79-81)

1981-
1982

ANNUAL
GROWTH

1982-
1983

ANNUAL
GROWTH

OVERALL
GROWTH
(79-82)

BULK DRUGS

FORMULATIONS

226

1150

240

1200

6.2 %

4.3 %

289

1430

20.4

9.2

%

%

325

1545

12.4

8.0

%

%

12.9

10.3

Source: "Sixth Five Year Plan (1980-1981)",
Government of India, Planning Commission.

REVISED SIXTH PLAN TARGETS 
(US $ millions)

1983-	 1984-
1984	 1985

BULK	 375	 500
DRUGS

FORMULATIONS	 1650	 1950

Source: "Sixth Five Year Plan: Mid-Term Appraisal"
Government of India, Planning Commission.
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FOREIGN COLLABORATIONS 

Government Policy 

In 1978, the GOI introduced the New Drug Policy. Some of the guidelines are

listed below:

1. The GOI reserved the production of certain drugs for the sole domain of

the public sector. It allowed both the public sector and the Indian

sector to produce another set of specified drugs. Finally, it allowed all

sectors, including the FERA sector, to produce the remaining bulk drugs.

2. The GOI gave the public sector the leading role.

3. While granting licences, the GOI decided to give preference to Indian

companies over foreign companies.

4. The GOI allows Indian drug manufacturers (including companies with direct

foreign equity upto 40 percent' formulation licences upto ten times the

value of their bulk drug production.

5. The GUI decided to grant foreign companies formulation licences only if

they are linked to the manufacture of high technology bulk drugs from the

basic stage.

6. The GOI requires that all firms producing bulk drugs supply part of their

bulk drug production to non-associated formulators. The percent required

to be supplied is 50 percent for FERA companies, 40 percent for public

sector firms, and 30 percent for other Indian firms.

7. FERA companies producing drug formulations based on imported bulk drugs

or producing bulk drugs from the penultimate stage will have to

manufacture, within a period of two years, bulk drugs from the basic

stage.

8. In addition, the policy adopted new price and profit controls. Under this

measure, 17 essential bulk drug prices were fixed end the prices of other

bulk drugs frozen.
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Several foreign firms ranging from Hoechst to Ciba and Pfizer have been in

India a long time. Most began their operations just after independence by

creating subsidiaries. They have pursued different policies regarding

technological transfer and have reacted differently to governmental regulations.

Today, these companies are faced with the prospect of reducing their foreign

equity holding to 40 per cent or being denied new licenses for further

expansion. Different companies have reacted differently: Ciba and Hoechst have

diluted their foreign equity holdings which means they can get fresh licences

and continue to expand, whereas companies like Sandoz have refused to dilute and

been forced to restrict their expansion.

Finally, it is clear that the GOI is successfully achieving its goals to

develop indigenously-controlled production and to contain contribution of

foreign companies. The market share of the latter in total drug production-has

dropped from 51 percent in 1975-76 to 25 percent today.

Recent Collaboration and Future Prospects 

Despite the problems discussed above, a number of foreign collaborations

have been signed since 1978. Table 9 gives a list of the firms and the

technology involved.
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TABLE 9 

RECENT COLLABORATION AGREEMENTS 

INDIAN FIRM

Babcock Venket eshwar a
Hatcheries

Alembic Chemicals
Works, Baroda

Kerala State Drug
& Pharmaceuticals

Albert David Ltd.
Cal cut t a

West Bengal Pharma-
ceuticals Ptv. Ltd.,

Chelsea Pharmaceu-
ticals Pvt. Ltd.,
Bombay

Mr. B. Ramender
Reddy, Hyberabad

Amar Dye Chem.
Ltd., Bombay

Hindustan Antibio-
tic Ltd.

OVERSEAS FIRM

Main Biological
Labs. Main (USA)

Narji Seiko Kaisha
Ltd., Tokyo (Japan)

Tenneco Chemicals
Saddle Broke (USA)

Upjohn Co. (USA)

Mitsui Toat su Chemi-
cals, Tokyo (Japan)

Pfrimmer & Co.
(FRG)

Dr. E. Fresenius
(FRG)

Sterling Drug, Inc.
New York (USA)

Panlabs (USA)

TECHNOLOGY	 YEAR

Mareks Disease	 1978
Vaccine

Penicillin	 1978

Salicyclic	 1980
Acid

(15A)15 Methyl	 1980
Protaglandin F2
Alpha Thanproson

Aspirin IP	 1980

Manufacture of 	 1980
Infusions

Intravenous Fluid 1981
Special solutions,
and special phar-
maceutical products

Salicylic Aid	 1982
and Aspirin

Penicillin	 1982

In addition, Indian officials interviewed placed the pharmaceutical
industry on the list of sectors open to technology collaborations for
certain products. The following products are eligible:

. Clorpropamide
. Vaccines and toxoids
. Erythromycin
. Vitamin B-6
. Chloroquin
. Aspirin, including Salicylic Acid
. Furazolidine
. Dexamethasone



- 2 5 -

Several U.S. firms, such as Pfizer, American Cyanamid and Merck, have
been in India a long time. They began their operations 25 to 30 years ago by
creating wholly-owned subsidiairies. It appears that those U.S. firms with
existing operations are not losing money, but they are certainly not making
a profitable return on their investments. Those who have maintained their
operations hope that the regulatory policies will be liberalized to enable
greater productivity and introduction of new drugs and to receive a
reasonable return on their investments.

Finally, it is clear that the GOI is successfully achieving its goals
to develop indigenously-controlled production and to contain the
contribution of foreign companies. The market share of the latter in total
drug production has dropped from 51 percent in 1975-1976 to 25 percent
today.

Recent Collaboration and Future Prospects 

Despite the problems discussed above, a number of collaborations and
agreements have been signed with foreign firms since 1978. Following is a
list of the firms and technologies involved.
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TABLE 10 

ILLUSTRATIVE LIST OF LINES OF PRODUCTION OF PUBLIC SECTOR, 
INDIAN SECTOR, AND OPEN FOR ALL SECTORS 

(Including Foreign Sectors)

PUBLIC SECTOR	 INDIAN SECTOR
	

OPEN FOR ALL SECTORS

. Penicillin

. Streptomycin

. Tetracycline

. Oxy- tetracycl ine

. Ampicilline

. Oxycyline

. Griseofulvin

. Gentamucin

. Sul ph aguani dine

. Sul ph adimi dine

. Sulphacetamide

. Sul ph anethox

. Pyradi zin

. Sul phadimethoxine

. Vitamin B-1

. Vitamin B-2

. Folic Acid

. Metronidazole

. Piperazine & its

. Sal ts

. Quinine

. Anal gin

. Amidopyrine

. Phenobarbitone

. Morphine

. Polio Vaccine

. Ampi cil lin

. Doxycycline

. Sulphacetamide

. Vitamin C

. Nico tinamide

. Haloginated-

. Oxyquinol ines

. Metronidazole

. G1 ybencal amide

. Clopropamide

. Thiacetazone

. Sodium PAS

. INH

. Bepheniun Hydroxy-

. Napthoate

. Phenacetin

. Paracetamol

. Pethidine

. D iethyl- car bam axi-
• necitrate
. X yl ocaine

. Phenly Vutazone

. Oxy-phenyl-Butazone

. Caffeine (Natural)

. Vaccines & Toxoids

. Diazepam

. Erythromycin

. Chloramphenicol

. Necmycin

. Rifamycin

. Phthalyl Sulfathiazole

. Sulphadizine

. Sul ph aph ena zol e

. Sulphanethoxazole

. Sulphasomidine

. Sul ph anoxol e

. Vitamin A

. Vitamin B-6

. Vitamin B-2

. Vitamin D-3

. Panthenol s

. Vitamin-K

. D it oxami de- fur oat

. Tolbutamide

. Ins ul in

. Ethanbutol

. Amodiquin

. C hl oroquin

. Aspirin, including

. Salicylic Acid

. Indomethacin

. Pheniramine

. Chlorpheniramine

. Procaine

. Chlorpromazine
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. Caffeine (Synthetic)

. Xanthinol-Nicotinate

. Theophylline

. Aminophylline

. Ephedrine

. Nitrofurantoin

. Furazol idine

. Nitrofurazone

. Succinyl Choline-Chlor

. Hydro-chlorothiazide

. C lof azimine

. DDS (Dapsone)

. Prednisolone

. Dexamethasone

. Betamethasone & All Other

. C or ti cost eri ods

. Ibuprof en

. Dextropropoxyphen

. Thiabendazone

. Tetramisol e

. Franycetin

. Bacitracin

. Cyclophosphanide

. Mepacrijm

. Imipiramine

. Amitryptylene

. Diphenyl Hydantion

. Methyl Dopa

. Triamcinolone

. Phenyl Ephedrine

. Salbutamol

. Oxytocin

. Rutin

. Prenylamihne Lactate

. Thioridazine

. Phenothiazine

. Allopurinol

. Trimethoprim

. Furs emi de

Source: Guidelines for Industries; 1983-1984 Part II Scope and
prospects, Ministry of Industry, Government of India.



-28-

INTERVIEW 

It was felt that Sandor would be interesting to interview because unlike

many other foreign companies, they are existing Indianisation and are locked in

a bitter relationship with the GOI, being refused licences for expansion. The

following personnel were interviewed:

1. Mr. C.C. Kaluskar

Divisional Controller, Pharmaceuticals Division

2. Mr. J.S. Bilimoria

Commercial & Projects Manager, Agro-chemicals Division

3. Mr. Paresh Kothare

Legal Manager

SANDOZ IN INDIA - A HISTORICAL PERSPECTIVE 

Sandoz came into India shortly after independence as a trading company. Its

business then consisted of selling imported dyes and pharmaceuticals. It was

early in the 50s that Sandoz started manufacturing operations in India. The

reason appears to be that pharmaceuticals being very much in demand in the third

world, a very big market was perceived to justify setting up manufacturing

facilities. But Sandoz expanded further. India was a leading textile

manufacturer and Sandoz being strong in dyes, it took to producing dyes too

locally. It was only in the late 60s that the agro-chemical division started but

it did not take off until the 70s.

On the pharmaceuticals side, the 1940s saw the fast growth of the British

companies. Presumably, it was conducive to them because of their long links with

India. It was during these years that the Amercian firms like Pfizer too sought

entry. The 50s and 60s saw a bigger spurt of investment from the Swiss and the

German companies like Sandoz and Hoechst charted for themselves a big expansion

programme. Today the Americans are showing more interest and the Japanese are

seeking entry into the market Cyanamid, Merck and Pfizer are expanding while

Winthrop has just entered. A big Japanese firm has also signed a collaboration

agreement with Ciba for 100 % export using an export processing
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zone. Japanese know-how would be used and Ciba's long experience of the Indian

scene and its existing manpower base would be exploited. Thus, Sandoz faces

increasing competition from foreign companies in the pharmaceuticals sector.

Good Indian companies like Sarabhai Chemicals have also developed considerably,

and it is the Indian, and not the foreign companies who are the market leaders

today. Even in dyes and agro-chemicals, the situation is no better for most

foreign companies.

LONG-TERM CORPORATE STRATEGY AT ENTRY AND PERCEPTION OF THE MARKET 

At the time to entry, Sandoz perceived India as a big potential market

virtually untapped. It was conservative from the very beginning and did not go

in for heavy investment. It wanted the Indian subsidiary to finance itself-and

raise on its own the investments required for development and expansion. The

long-term strategy appears to have been defensive. With the government

encouraging import substitution and facing increase competitive pressure, Sandoz

found it better to produce locally. Initially, the company concentrated on dyes

and pharmaceuticals which were also the strengths of the parent company. In the

early 70's when agro-chemicals, especially pesticides, became a high priority in

India, Sandoz moved in fast. This could be described as an opportunistic

strategy. However, Sandoz (India)'s strategy has always been to operate

exclusively in those areas where the parent company has long-term operation

experience and a competitive edge in technology.

TABLE 11 

SIZE AND NATURE OF THE MARKET 

SL. NO. SECTOR NATURE SIZE RATE OF GROWTH
PER ANNUM

1 PHARMACEUTICALS DOMESTIC Rs.1500 CRORES 13-15 %
---- DO ---- EXPORT Rs. 100 CRORES FLUCTUATING

2 AGRO-CHEMICALS DOMESTIC Rs. 350 CRORES 8 %
---- DO ---- EXPORT Rs.	 15 CRORES DIFFICULT TO

ASSESS

3 DYES NA 	
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MARKET SHARE: DOMESTIC 

a. Pharmaceuticals: (between May'83 - Apr'84)

TABLE 12 

Sl.n° NAME OF THE FIRM MARKET SHARE (%) CHANGE FROM PREVIOUS

YEAR (%)	 (in sales)

1. SARABHAI CHEMICALS (Indian) 5.2 10.8	 (-)

2. GLAXO 5.2 7.3

3. PFIZER 3.8 0.7 (-)

4. ALEMBIC (Indian) 3.4 2.4	 (-)

5. HOECHST 3.2 6.5

6. CADILA LABS (Indian) 2.6 4.4

7. BURROUGHS WELCOME 2.5 1.1

8. BOOTS 2.4 18.3

9. RANBAXY (Indian) 2.1 14.9

10. GERMAN ROMEDIES 1.9 8.1

11. PARKE DAVIS 1.9 0.9	 (-)

12. S.G. CHEMICALS & PHARMACEUTICALS 1.8 1.0

13. RAPTAKOS BRETT	 (Indian) 1.7 10.6

14. MAY & BAKER 1.7 10.2

15. ESKAYLAB 1.7 12.4

16. MERCK 1.7 6.1

17. IDPL	 (Indian) 1.7 4.9	 (-)

18. CIPLA (Indian) 1.5 21.4

19. WARNER HINDUSTAN 1.5 5.1

20. UNICHEM LAB (Indian) 1.5 0.7	 (-)

21. ROCHE 1.4 8.6	 (-)

22. SANDOZ 1.4 8.6	 (-)

23. PHARMACEUTICAL CO. OF INDIA 1.3 27.3

(Indian)

24. JOHN WYETH 1.3 11.1

25. DEYS (Indian) 1.2 4.7
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The above list gives only the top 25 companies in the pharmaceutical sector.

There are a total of 130 competitors in the field.

AGRO-CHEMICALS 

Precise figures were not available in detail but Rallis India an Indian

firm, are the market leaders in this field. Sandoz is 6th in the line with a

market share of 7 %. There are only 15 serious competitors in the field.

All of the three people interviewed felt that the market is vast and

expanding rapidly both in pharmaceuticals and agro-chemicals. Production lags

significantly behind demand and therefore all that is produced is consumed. The

market was perceived moreover to be stable in all three sectors.. In

agro-chemicals, however, the market is sometimes affected by operational cycles

e.g. monsoon, harvest etc...

EXPORTS 

Exports are channelised mainly to the USSR, Eastern European countries, the

Far East, Africa and last but not least, within the sub-continent itself. This

represents the total spectrum of exports from India.

For Sandoz in particular, Bangladesh and USSR are the two recipient

countries for its agro-chemical exports. Its pharmaceutical products are

exported to Africa, Thailand and the Philippines.

The company has set up an unit in the Kandla Export Processing Zone. It gets

the usual tax holidays and incentives for being in the zone. The products

manufactured here are used exclusively for export.

PRODUCT RANGE & DIVERSIFICATION 

Pharmaceuticals, Agro-chemicals, Dyes. - but mainly pharmaceuticals

Executives believe that seed-cultivation and food processing, two areas

where the parent company is active in Europe, the US and Japan, would also be

included fairly soon in the operations spectrum of Sandoz (India).
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In the domain of pharmaceuticals, although the company is interested in

producing the finished product, the formulated drug, GOI policy makes it

mandatory for Sandoz to supply a portion of their production of the intermediate

product to non-associated Indian formulation companies for formulation. There

have been very faw product introductions in the last 10 years because of a)

government policy, b) increasing weal competition, c) cautions corporate policy.

WHY DIVERSIFY ?

One major reason only why Sandoz wants to take up seed-cultivation and food

processing in India is simply that pharmaceuticals, the traditional line, is

running into problems simply because the GOI is allowing, but very

restrictively, the activity of MNC's in this sector. However, agro-based

industries have traditionally been a cornerstone of the Indian economy and will

be so for some more time. Thus, Sandoz would like to diversify its present

activity in agro-chemicals to include cultivation which presumably would involve

quite an amount of sophisticated technology. Moreover, food processing is

increasingly becoming a priority and the GOI encourages foreign collaboration in

this sector. Thus, this diversification while striking a concord with the

country's development strategy in general, will earn the company a lot profits

hopefully because the food processing industry is at the moment in its nascent

stage.

MARKETING STRATEGY 

a. Consumer Perceptions

Consumers perceive Sandoz products as high quality, safe and reliable. The

economy being extremely regulated, price sensitivity is low compared to Europe

and America. For 30 % of Sandoz products, therefore, the constraint is capacity

rather than price. Although consumers of dyes and agro-chemicals are somewhat

sensitive to price, consumers of pharmaceuticals are virtually insensitive, the

reason being that they buy prescribed drugs over the counter which they would

hardly know how to substitute. This brings us to a very important point: the

importance of doctor loyalty as opposed to consumer loyalty in pharmaceuticals.

Happily, the brand loyalty of both doctors and consumers is high and unlike the
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government, they are more loyal to foreign companies than to their Indian

counterparts because they have been present for a relatively longer period of

time on the market and are consequently considered more reliable. In the field

of dyes, the consumer is felt to be very sensitive to services and technical

assistance is provided to textile mills and leather tanneries.

b. Market Growth

With the spread of education, the acceptability of modern medicine has

increased remarkably. The following figures are illustrative.

Per capita consumption of drugs 

Rs. 20 3.5 5.5 11.5 17.5 34.5

Year 1961 66 71 76 81 1984

c. Channels of Distribution

The flow of a typical pharma product from the company to the consumer is

detailed below:

PRODUCTION 	 > SALES OFFICE 	 > WHOLESALERS

UNIT

	 > RETAILER 	 > END USER

At present, Sandoz products find their way to 700 wholesalers and 200,000

retailers, all autonomous. Sandoz ifself does not have its own distribution

system, nor does it intend to adopt a foreward integration strategy.

d. Strategic Posture

With the high degree of product differentiation that exists in this market

and the fact being that whatever is produced is consumed, it turns out that for

Sandoz at least, it is more a producer's than a consumer's market. A team of
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medical representatives who make regular calls on medical practitioners and give

them sample drugs is by far the most efficacious promotion strategy and is

widely practised.

PRODUCTION STRATEGY 

a. Production Process

In all the three areas in which Sandoz is involved, namely agro-chemicals,

dyes and pharmaceuticals, the manufacturing is done usually in batch process.

b. Manufacturing policy, competitive posture and problems

Sandoz feels that manufacture of a few drugs which are considered

hi-priority or life-saving by the GOI generates far lower profits than mass

production of all drugs. However, Sandoz has refused to dilute its foreign

equity shareholding to 40 % as recommended by the GOI and therefore is faced

with the prospect of not getting licences for expansion and is forced to follow

a programme of restricted production. Ciba and Hoechst, two foreign companies

who also came to India the same time as Sandoz, have followed a different

strategy and decided to dilute their equity shareholding. They are allowed to

produce more varieties and earn better profits. Moreover, Sandoz corporate

policy dictates that they formulate most of the their drugs themselves (as much

as possible under GOI stipulations) contrary to the practice of companies like

Ciba who give their basic drugs to small companies to formulate. This means

greather overhead cost for Sandoz and lesser profit margin.

Occasionally there have been controversies between GOI and Sandoz regarding

whether a particular drug was being manufactured upstream or downstream. The GOI

recommends that companies start from the scratch i.e. from the raw materials, a

thing not many foreign companies are willing to do. Moreover, what Sandoz terms

upstream is sometimes labelled downstream by the government and such

controversies take time to get sorted out.

Sandoz officials also stated that GOI officials occasionally suffer from the

misconception that complex processes mean high and simple processes low

technology.
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c. Location strategy

Sandoz has at present only one plant near Bombay having integrated

facilities for manufacture of pharma and agro products and dyes.

TECHNOLOGY TRANSFER: STRATEGY, IMPLICATION AND PROBLEMS 

In the course of the discussion, Sandoz officials indicated that one of the

major points of dispute with the GOI was the whole question of technology

transfer. The manufacture of a drug involves the following process:

MANUFACTURE OF	 ADDITIVES LIKE 	

BASIC DRUG	 LACTOSE, ETC. TO

GIVE COHESIVENESS,

MASS

It appears that Sandoz, unlike many other foreign companies has been very

cautions and conservative in technology transfer. Base would like to supply the

basic drug direct from headquarters to be formulated and packed here. The GOI

maintains, and Sandoz officials seemed to see some justification in the

argument, that India basically has the technological base necessary for

absorption of hi-technology and, if not the absolute best, the second best

technology can and should be transferred to the country. Sandoz has conceded by

transferring know-how of some few drugs and what is described as old processes

which in Europe or the US is obsolete and has gone through many revisions and

changes. The position, as I understood is the following: the GOI discourage

foreign companies in the pharmaceutical sector who by and large are unwilling to

hand over their proprietary technology to India. GOI would like to see the

Indian subsidiaries of companies like Sandoz producing all or at least most of

the basic drugs in India itself rather than import from headquarters. In other

words, the government advocates a backward integration strategy. In thirty years

of functioning in India, companies like Sandoz, unlike quite a few other foreign

companies, have been unwilling to allow this. The GOI has therefore finally
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framed a policy guideline which stipulates that basic drugs can be imported for

only two years after which they should be manufactured in India. The policy is

recent and Sandoz has not officially reacted, but it seems that they would not

like to give in. However, the GOI policy guideline does not refer to drugs

already on the market but new ones that companies might want to market. If

companies are unwilling to comply in the case of a new drug they will not be

given any license to manufacture the drug. However, the GOI has not interfered

with existing operations and Sandoz officials did not think they are likely to

do so.

In the case of drug imports, government does not employ double standards for

Sandoz and other foreign companies on the one hand, and Indian companies on the

other.

One problem cited in the course of the discussion is that the Indian patent

law is rather weak and there is not enough protection for the possessor of the

patent. Besides, the protection is only for 7 years which is seen as inadequate.

Registration formalities of a patent take 4-5 years. This leaves the company

with only 2-3 years to develop the market by which time the patent protection

will expire.

Moreover, when new technology is acquired, Indian government regulations

provide for royalty payment as a fixed percentage (2-8 %) of the turnover to the

transferor. However, the royalty can only be paid for 5 years and applications

for renewal of payment are rarely accepted by the GOI.

COMPANY STRATEGIC THINKING AND GOI POLICIES 

Sandoz perceives the GOI's legislation and policies as the single biggest

contraint in its functioning. After passing the FERA (Foreign Exchange

Regulation Act) act in 1974, The government has indentified clearly the core

sectors i.e. those that have not developed adequately, where foreign technology

is needed and the non-core sector which is considered to have attained a phase

of maturity in its development and does not need foreign technology. For foreign

companies functioning in the core sector, there is no restriction on foreign

equity holding whereas for companies in the non-core sector, the GOI discourages

foreign equity holding beyond 40 %.
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Although some Sandoz products fall in the core category, most do not. And

since corporate policy dictated from Basel does not allow for dilution Sandoz is

not getting any fresh licenses for further expansion.

FINANCIAL STRATEGY 

a. Foreign Equity Holding and Profit Repatriation

The present company holds 60 % equity in Sandoz (India). Profits, as per

corporate policy, are mostly reinvested although repatriation proportional to

the shareholding presents no problems legally. The remaining 40 % Indian

shareholding is very widely distributed. These is no single major Indian

shareholder.

b. Investment policy

After the original investment at the time of starting the company. Sandoz

(Basel) has traditionally invested very little in its Indian operations. This

was ascribed to corporate policy which prefers all subsidiaries to finance

themselves.

Statistical figures 

Debt-equity ratio = 79 % ; Fixed assets = 23.25 %

Total assets
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FINANCIAL STATISTICS

1979 1980 1981 1982 1983 YEAR 1979 1980 1981 1982 1983 YEAR
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Balance Sheet as at December 31, 1983

SOURCES OF FUNDS:
SHAREHOLDERS' FUNDS

Schedule
Rupees '000

1983	 1982

Capital	 ..	 ..	 ..	 ..	 .. .. .. .. 1 35,000 35,000
Reserves and Surplus .. 	 ..	 .. .. .. .. 2 110,817 100,136

145,817 135,136

LOAN FUNDS
Secured Loans ..	 ..	 .. .. .. .. 3 73,740 60,475
Unsecured Loans	 ..	 • •	 .. .. •• .. 4 50,525 46,959

124,265 107,434

Total	 ..	 • •	 • •	 • .. .. .. 270,082 242,570

APPLICATION OF FUNDS:
FIXED ASSETS	 ..	 .. .. .. 5
Gross Block	 ..	 ..	 .	 • .. .. .. 159,567 144,330
Less: Depreciation	 ..	 .. .. • 101,990 90,244

Net Block	 ••	 •• .. .. .. 57,577 54,086
Capital Work-in-Progress 	 .. .. .. .. 5,242 6,638

62,819 60,724

INVESTMENTS	 ..	 .. .. .. 6 2,456 898

CURRENT ASSETS, LOANS AND ADVANCES
Inventories	 ..	 ..	 .. .. .. 7 169,344 157,921
Sundry Debtors..	 ..	 ..	 . .. .. .. 8 116,831 103,682
Cash and Bank Balances 	 .. •	 • •	 • .. 9 42,562 29,248
Interest Accrued on Investments	 .. . .. 27 23
Loans and Advances	 ..	 • . .. .. 10 24,411 12,312

353,175 303,186

Less:
CURRENT LIABILITIES AND PROVISIONS
Liabilities	 ..	 • • . .. 11 97,640 77,089
Provisions	 .. •	 • .. •	 • 12 50,728 45,149

148,368 122,238

NET CURRENT ASSETS • .. 204,807 180,948

Total	 ..	 • • • .. .. 270,082 242,570

Notes to Accounts .. .. 17

Per our Report attached
For A. F. Ferguson & Co.
Chartered Accountants

F.N. PAVRI
Partner

Bombay, April 19, 1984

J. N.BANERJEE	 -Chairman
S. RANGANATHAN	 Chairman Emeritus
W. A. STAUB	 Managing Director
S. P. ACHARYA	 Director

S. D. WAGH	 Company Secretary
New Delhi, April 16, 1984



Profit and Loss Account for the Year Ended December 31, 1983

Rupees '000
Schedule	 1983	 1982

INCOME
Sales	 ..	 ••	 623,993	 608,347
Miscellaneous .. 	 •	 ..	 13	 14,901	 18,908

	

638,894	 627,255

EXPENDITURE
Cost of Materials	 ..	 ..	 ..	 ..	 ..	 ..	 ..	 14	 325,512	 315,578
Manufacturing, Administration and Distribution Expenses .. 	 ..	 15	 239,203	 218,715
Depreciation ..	 .	 .	 • •	 13,881	 8,624

.	 Interest ..	 ..	 .	 16	 17,934	 15,973

	

596,530	 558,890

PROFIT BEFORE TAXATION AND INVESTMENT
ALLOWANCE RESERVE ACCOUNT .. 	 •	 •	 42,364	 68,365

TAXATION (including Surtax Rs.2.400 million;
1982:Rs.5.800 million) 	 ..	 37,700	 49,500

Deferred Taxation • •	 (8,115)	 -

PROFIT AFTER TAXATION BUT BEFORE INVESTMENT
ALLOWANCE RESERVE ACCOUNT .. 	 12,779	 18,865

INVESTMENT ALLOWANCE RESERVE ACCOUNT	 2,000	 1,200

PROFIT FOR THE YEAR AVAILABLE FOR
APPROPRIATION .. 	 • •	 10,779	 17,665

APPROPRIATIONS
TAX ADJUSTMENTS IN RESPECT OF PRIOR YEARS .. 	 1,500	 1,297
(See also Taxation Reserve-Schedule 2)

PROPOSED DIVIDEND Subject to deduction of tax	 4,200	 5,600

TRANSFER TO GENERAL RESERVE ..	 5,079	 10,768

Total	 ..	 10,779	 17,665

Notes to Accounts	 ..	 • •	 17
Per our Report attached
For A.F. Ferguson & Co.
Chartered Accountants	 J. N.BANERJEE	 Chairman

S. RANGANATHAN	 Chairman Emeritus

	

W. A. STAUB	 Managing Director
S. P. ACHARYA	 Director

F.N. PAVRI
Partner

	

S. D. WAGH	 Company Secretary
Bombay, April 19, 1984	 New Delhi, April 16, 1984
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Sales of pharmaceutical products declined in 1983 primarily due to lower

exports to the USSR and Nigeria. Domestic sales were also lost as a result of an

illegal boycott by retail chemists in Bombay. Profitability was also eroded by

stringent price controls by the GOI. Import duties adversely affected the final

cost of products.

The agrochemicals division registered a moderate increase in sales over the

1982 level but profitability was lower due to an increasingly competitive

market.

A judicious selection of market segments, aggressive promotion efforts and

specialised product mix helped the Dyes Division to register growth despite

unfavourable market trends in 1983.

ORGANISATIONAL STRATEGY MANAGEMENT CONTROL AND PROBLEMS 

All important decisions regarding investment, product diversification etc.

are taken by headquarters. Day to day matters are handled by local management

which again is headed by a Swiss expatriate Managing Director from Basel.

There are 1900 employees in all, 300 of them bring in the managerial cadre.

Labour-management relations were described as medium and fluctuating and

bargaining with them turns out to be a very complex process. In the early part

of 1983, there was a 77-day strike at the Head Office and a prolonged go-slow by

workmen at the factory. Since then, employee relations appear to have improved.

Some executives felt that the parent company should allow the Indian

subsidiary a freer hand and allow in certain cases strategy formulation by the

Indian company itself. For instance, executives felt that Sandoz (India) could

profitably diversify in certain areas where the corporate group as a whole did

not necessarily have a worldwide technological advantage but which could be

relevant to India's development and growth pattern.

RESEARCH AND DEVELOPMENT 

GUI encourages investment in R & D and R & D investment usually obtains 100%

tax relief. The R & D unit of Sandoz is chiefly active in modifying Basel

product introductions to suit Indian climatic conditions and other requirements
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although they also supposedly develop and improve processes in the areas of

basic manufacture and formulations.

CONCLUSION 

In concluding, it could be suggested that neither pharmaceuticals nor dyes

seem to be viable options for foreign companies who would not like to dilute

their foreign equity shareholding. The pharmaceutical division can be promising

only if Sandoz concentrates on core sector drugs and adopts a more liberal

attitude towards technology transfer. Agro-chemicals is on the whole promising

and the company would do well to diversify into other agro-based industries and

food processing.



SECTOR: POWER
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POWER

DESCRIPTION OF THE SECTOR 

Since independence, electricity generation has registered a significant

increase.-The installed capacity increased from 2300 Megawatts (MW) in 1951 to

35000 MW in 1982-1983. Recent statistics on the sector's performance is shown

below:

HYDRO (MW)	 THERMAL (MW)	 NUCLEAR (MW)	 TOTAL (MW)

1980-1981 

Target
Achievement
Shortfall

407
407

CIO

1825	 455	 2687
1196	 220	 1823

(-) 629	 (-) 235	 (-) 864

1981-1982 

Target	 725	 2252	 235	 3212
Achievement	 380	 1795	 -	 2175
Shortfall	 (-) 345	 (-) 457	 (-) 235	 (-) 1037

1982-1983 

Target	 1045	 2437	 -	 3482
Achievement	 870	 2190	 -	 3060
Shortfall	 (-) 175	 (-) 247	 -	 (-) 422

1980-1983 (total)

Target	 2177	 6514	 690	 9381
Achievement	 1657	 5181	 220	 7058
Shortfall	 (-) 520	 (-) 1333	 (-) 470	 (-) 2323

Source: "Sixth Five Year Plan, Mid-term appraisal", Government of India,
Planning Commission.

Three main reasons account for the continuous shortfalls in power supply:

i. Substantial sippages in the installation of new capacities,

ii. On-going projects falling behind schedule and

iii. Poor performance of thermal stations.
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INTERVIEWS 

Considering that the power sector is and has been for quite some time one of

the highest priorities of the GOI, two interviews were conducted in this sector,

1. Siemens (India), the moat active European company in India in

the power sector since independence,

2. Bharat Heavy Electricals, called BHEL in short, India's largest

engineering and manufacturing organisation which ranks among

the twelve topmost manufacturers of power plant equipment in

the world. BHEL has had numerous technical collaborations with

European, Japanese and American companies.

The persons interviewed are the following:

FIRM

SIEMENS (India)

BtiEL

NAME

Mr. Siut K. Mitre

1. Mr. S.N. Sinha

2. Mr. V.P. Singh

DESIGNATION

Manager, Internal

Service & Commissioning

General Manager

Planning & Development

Senior Manager

Planning & Development

SIEMENS (India) 

Siemens in India: a historical perspective

Siemens started off as a trading company in India before the start of the

2nd World War with headquarters in Calcutta and branches in Delhi and Bombay.

During the war, Siemens all but winded up their operations.



After the war, in 1952, Siemens started again, this time indirectly. They

appointed an Indian company by the name of Protos Engineering their sole agent

in India. Protos was made responsible for sales and service of imported Siemens

equipment. Protos had some Germans and Indians too on their staff.

In 1957, Siemens terminated its links with Protos and a company by the name

of Siemens Engineering and Manufacturing Company of India (Pvt ltd.) was formed.

This was the first move of Siemens into actual manufacturing in India. They

started with a small workshop in Bombay which made switchboards.

Much later, Siemens went public and equity shares were floated on the

market. However, to this day, majority equity participation (51 %) is by Siemens

AG.

LONG-TERM CORPORATE STRATEGY AT ENTRY AND PERCEPTION OF THE MARKET 

Right after India's independence, Nehru, the first prime minister, outlined

some of the developmental goals which the country under his leadership was to

pursue. One of the major areas of emphasis was the development of heavy

engineering in India. From the first, a great stress was laid on indigenisation

and technological self-reliance. Technical education was emphasised and the

infrastructure geared for a departure from a pure agricultural base towards

industrialisation.

Siemens, like quite a few other foreign companies at the time came forward

to participate in the process of "technological reconstruction". Since

electrical power generation was the need of the day, the government's accent on

indigenous equipment and import substitution virtually guaranteed a captive

market for Siemens machinery if manufacturing facilities were set up in India.

Today, Siemens is committed to an "expand and develop" strategy in India's power

sector.

PRODUCT RANGE & DIVERSIFICATION 

Today, the Siemens product range in India extends from switchgears, minimum

oil as well as vacuum circuit breakers upto 11KV, customised switchboards, power
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electronics including control for DC drives, programmable logic controllers for

industrial use, process contred instruments, medical engineering equipment like

X-ray and dental equipment, etc...

Immediate diversification plans include static protection equipment, system

protection equipment and relays.

More long-term diversification plans include controllers, recorders and

transducers for industrial and power plant process control. The application for

these has been pending with the GOI for 3 years. The Indian industrial license

recommending authority has already recommended rejection of the application

under the Monopoly and Restrictive Trade Practices Act on the ground that

adequate manufacturing facilities exist with certain manufacturers and demand is

not high enough to justify granting the license. However, Siemens has appealed

to the GOI giving its own estimates of demand and hopes that the GOI will clear

it. Siemens also tried to diversify into communication equipment but lost the

digital telephone contract to CIT Alcatel. It has been successful however in

bagging a contract for electronic telex systems.

SCOPE OF THE MARKET & EXPORT STRATEGY 

Despite the huge market already available within India, Siemens (India)

exports also to neighbouring countries like Nepal, Bhutan, Burma and Bangladesh,

Eastern and Communist bloc countries like USSR and many countries of Eastern

Europe, Southeast Asia in countries like Indonesia and Malaysia, African

countries like Kenya, Tanzania, Mauritius and Malagasy, and to the Middle East

in countries like Iraq, Sudan, Algeria and Syria.

Except in Eastern Europe and the USSR, Siemens usually is not limited only

to supply of equipment but undertakes execution too whereas in the above two

cases it is normally limited to the supply of equipment alone.

The extensive export drive has been possible because of the free hand given

to Siemens (India) by Siemens AG in the Comecon, Asean, the Middle East, and

last but not least, the Indian subcontinent itself specially where either client

or main contractor or even consultant is of Indian origin.
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All export incentives and tax and other benefits pertaining thereto are

available to Siemens as per GOI regulations.

MARKET SHARE WITHIN INDIA 

51. n°
	

Product Line/Activity 	 Market Share

1. Switchboards	 25 %
2. Switchgear	 20 %
3. Motors	 15 %
4. Power Electronics	 25 S
5. Medical Engg.	 15 %

COMPETITION 

Product Line/Activity 	 Main Competitor & Mkt. Share Rank of Siemens in Mkt.

Switchboards	 Larsen & Toubro (India) (23 %)	 1st
Switchgear	 NGEF (25 %)	 2nd
Motors (L.T.)	 NGEF (30 %)	 3rd
- DO - (H.T.)	 BHEL (50 %)	 3rd
Power Electronics	 Debikay (30 %)	 2nd
Medical Engg.	 Elpro (N4)	 3rd

MARKETING STRATEGY 

a. Market trends - Siemens perceives the market to be growing although it

expects a lull in 1984-1985 and 1985-1986 due to the general recessionary trend

of the economy. After 1986, the economy is hoped to pick up and Siemens is

expecting an increase in its equipment sales.

b. Nature of the market - Image of the company in terms of its technological

advancement and sophistication is a very important facor in this market. The

market is price sensitive particularly in motors and switchboards. Power

electronics and switchgear markets are perceived to be less sensitive to price

and quality is the guiding factor.
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c. Consumer perception - Customers for Siemens equipment are generally

public utilities like the various State Electricity Boards, the National Thermal

Power Corporation, the railways and virtually all medium-size to big scale

industries like paper, sugar, etc.. A lot of goodwill exists among these people

for Siemens (India). Siemens products are perceived to be high price and high

quality.

After-sales service is exceedingly important in this market. All competitors

offer this and Siemens has to do it in a big way. If offers after sales service

for an unlimited period of time. Service is being offered now even for equipment

that was sold in the 50s. Regional service centres have been set up to ensure

fast response to customers.

d. Channels of distribution - Siemens sells its loose equipment like

contactors, fuses, switches, motors, etc. through a countrywide independent

dealers' network. Its sophisticated equipment and systems are sold directly as a

part of the turnkey projects that Siemens undertakes.

e. Strategic posture - Siemens relies heavily on the contacts it has

developed with its big customers like the SEBs, the NTPC, its reputation, for

quality and reliability and the competitive edge it enjoys in incorporating

sophisticated Siemens AG technology in its products and equipment.

TECHNOLOGY TRANSFER: STRATEGY AND IMPLICATIONS 

Since power is considered a high-priority core sector by the government,

Siemens India finds no difficulty in having its majority shares i.e. 51 % owned

by Siemens AG as per Indian FERA (Foreign Exchange Regulation Act) regulations.

However, FERA regulations stipulate that foreign companies with majority foreign

shares cannot engage in trading and accordingly Siemens has given off trading

from Oct'81.

The advantage of having majority foreign equity was however, Siemens

executives said, that Siemens AG consider Siemens (India) as one of their units

and the technology transfer from the parent to the subsidiary is therefore

" real". There is virtually no problem in the technology transfer process and the

best technology is transferred. Information is often exchanged and Siemens India

personnel often trained by the parent company. There is no reservation on
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the part of the parent company. In fact information is regularly exchanged

relating to upgrading and modifications of the existing product line and new

product technology passed on whenever necessary.

PRODUCTION STRATEGY 

a. Production Process

For motors and switchgear, the process is usually the machine-paced assembly

line and job-shop for switchboards and power electronics products which are

traditionally customized.

Virtually all of Siemens products are finished goods and the process

involved is in most cases upstream although some components are sometimes bought

from other suppliers.

b. Location Strategy

Siemens has 5 factory units in the state of tiaharashtea and 2 in Calcutta.

The last expansion was in Calcutta in 1979 when Siemens set up a new factory to

manufacture switchboards. The reason was that a big market for switchboards was

perceived in the Eastern region and transportation from Bombay was found to be

uneconomical.

c. Manufacturing policy

In consonance with WI plans, Siemens manufactures the entire breath of its

product line in India itself. Only 20 % of components required are imported.

Although heavy population concentration in India is a major disincentive for

automation and the labour force is very much opposed to it, Siemens management

has successfully introduced a lot of automatisation and automated equipment in

their factories.

COMPANY STRATEGIC THINKING AND GOI POLICIES 

From the beginning of the '70s, new product licenses have been more

difficult to obtain than before because Siemens being a FERA company is
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subjected to reviews by the industrial licensing authority under the Monopoly

and Restrictive Trade Practices (MRTP) Act. However, since Siemens is in the

core sector and its strategic thinking has been consonant with GOI policies,

Siemens has never perceived the government as a constraint in its functioning.

Although it does not get preferential treatment from the GOI, it is under no

fear of nationalisation. Many electrical organisations are private and quite a

few of them like ASEA and English Electric are subsidiaries of foreign companies

and Siemens does not think it likely that the GOI would begin to nationalise.

FINANCIAL STRATEGY 

a. Foreign equity holding and profit repatriation: Siemens AG

holds a 51 % equity shareholding is Siemens (India) and profits

accuring are proportionately repatriated.

b. Financial structure:

1. Debt-equity ratio = 60 %

2. Total liabilities = 2.3
Net worth

3. Net sales	 1.2
Total assets

c. Operational statistics:



1981182 Percentage
Change

Orders received	 1260	 + 10

Sales	 1208	 + 19	 1438

Exports	 162

(Rupees in Million)

Profits before tax as a % of sales
	 13.6
	

11.8

Profits after tax as a % of sales . 	 5.0
	

4.5

Return on funds employed % '
	 16.8
	

16.4

Net worth per Share (Rupees)	 28.31*	 33.00

Earnings per Share (Rupees) 	 5.54*	 6.03

Dividend per Share (Rupees) 	 1.80*	 1.80

Eamings/Price ratio %	 14.4*	 13.6

Debt/Equity ratio	 0.7 :1	 0.6 :1

Total liabilities/Net worth	 2.3	 2.3

Net sales/Total assets	 1.2	 1.2

Number of Employees 	 7031	 7087

Number of Shareholders	 14398	 15153

*After 1 Bonus issue in June 19112
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79/80
Orders
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90

58

78/79 79/80 80/81 81/82 82/83
*axe. exports under IDA & Indirect imports.
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tot (P9T)	 79
Profit before

PrOfit after
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Schedule

SOURCES OF FUNDS

Shareholders' Funds:	 A

Capital	 ..	 ..	 108,000
Reserves and Surplus .	 248,473

Loan Funds:
	 B

Secured Loans . .	 143,465
Unsecured Loans
	 78,910

APPLICATION OF FUNDS

Fixed Assets:
	 C

Gross Block
	

435,331
Depreciation
	 253,275

Net Block
	 182,056

Capital Work-in-Progress
	 26,067

Investments
	 D

Current Assets, Loans and Advances:
	 E

Inventories
	 450,488

Sundry Debtors . . 	 375,591
Cash and Bank Balances
	 4,518

Interest Accrued on Investments
	 35

Loose Tools and Spares
	 3,962

Loans and Advances
	 144,529

979,123

Less: Current Liabilities and Provisions:
	 F

Liabilities ..	 429,478
Provisions
	 184,975

614,453

Net Current Assets
Miscellaneous Expenditure (to the extent not
written off or adjusted):
Share/Debenture Issue Expenses

NOTES ON ACCOUNTS	 4
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Per our Report attached
For A. F. FERGUSON & CO.
Chartered Accountants
F. N. Pavri
Partner

I. W. Tekchandaney
Secretary

C. M. Khatau
Dr. H. Langer
D. Briese
H. N. Kapadia
N. N. Kapadia
S. K. Thackersey
Dr. F. A. Mehta
G. Hermes
P. Nilkant
P. W. Khandekar
Om Prakash

Chairman
Managing Director
Executive Director

Directors

Bombay, 7th December, 1983. 	 Bombay, 7th December, 1983
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.1;118,545

1,356,380 fit',	 19

170,063
	

:183,978
4	 ;

:.,;984000
11,100

	

114,500	 104;100
(9,570)

	

104,930	 104,100

	

65,133	 59,878

	

4,998	 13,243

	

70,131	 73,121

7,500
500
500

19,440
45,181

70,131	 73,121

1983	 . 1982
f

1,526,443

See

•:,33.211
319

159,381 •
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Schedule

INCOME

Sales and Services 1,437,831
Other 1 88,812

EXPENDITURE

Cost of Sales and Services 857,761
Personnel Expenses	 . . 2 232,444
Interest - Debentures and Fixed Loans 21,936

- Other .. 7,846
Depredation 52,336
Debenture Issue Expenses written off 319
Other Expenses	 .. 3 188,384

1,361,026
Less: Overheads Capitalised 4,646

PROFIT BEFORE TAXATION

Provision for Taxation:
Income-tax 105,000
Surtax	 .. 9,500

Deferred Taxation

NET PROFIT FOR THE YEAR . .
Adjustments for prior years - Taxation

Transfers to:
Investment Allowance Reserve . . 10,000
Debenture Redemption Reserve 500
Foreign Projects Reserve	 . . 3,500
Proposed Dividend (subject to tax) 19,440
General Reserve . 36,691

NOTES ON ACCOUNTS 4

Per our Report attached
For A. F. FERGUSON & CO.
Chartered Accountants
F. N. Pavri
Partner

I. W. Tekchandaney
Secretary

C. M. Khatau	 Chairman
Dr. H. Langer	 Managing Director
D. Briese	 Executive Director
H. N. Kapadia
N. N. Kapadia
S. K. Thackersey
Dr. F. A. Mehta	 DirectorsG. Hermes
P. Nilkant
P. W. Khandekar
Om Prakash

Bombay, 7th December, 1983.	 Bombay, 7th December, 1983.
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ORGANISATION STRATEGY AND MANAGEMENT CONTROL 

The 49 % Indian shares in Siemens (India) is scattered over 15153

shareholders. The principal Indian shareholders are M/S Khatau, Thackersay and

Kapadia who each hold about 2-2.5 % of the shares. The Board of Directors has 14

members, 4 of whom are German including the Managing Director. At present, the

Chairman is Mr. C.M. Khatau and the Managing Director Herr Hoser. In the Board

of Directors, 6 members are full-time directors including the Managing Director.

These six members actually control the day-to-day affairs of the company. Of

these six, three are German and three Indian. Overall management control rests

with Siemens AG.

There are 7087 employees in all with around 500 being in the executive and

managerial cadre.

In 1978-1979 there was a 8 month lock out of Siemens factories due to labour

unrest. Since then, labour-management relations have improved. Agreements for

wage increases are signed every three years.

RESEARCH AND DEVELOPMENT 

All works have an R & D set-up who locally engineer many modifications on

designs supplied by Siemens AG. These are mainly in the fields of machine-tool

design and process flow planning. Unlike Siemens AG which spends a huge amount

in R & D, the R & D budget of Siemens India is relatively minimal.

CONCLUSION 

Siemens AG is supposedly fairly satisfied with the performance of Siemens

(India). It is supposed to be one of the best performing "units" of Siemens AG.

Siemens believes its strategy of entering the Indian market has been

rewarding. In fact, it feels it should have invested more and come out faster

with product introductions mainly in the areas of process control

instrumentation, HT Circuit Breakers, DC Motors, etc.. to forestall competition.

Besides licenses were more easy to obtain earlier.

Siemens AG has technical collaboration agreements of long standing with BHEL

in the fields of power electronics, turbines, generators, circuit breakers in

areas not included in the product range of Siemens (India).
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BHEL (Bharat Heavy Electricals)

BHEL, India's premier engineering and equipment manufacturing organisation,

ranks among the twelve topmost manufacturers of power plant equipment in the

world. The Power Division of BHEL accounts for nearly 64 percent of the

company's turnover. Over decades, the company has had large technical

collaboration agreements with firms in the UK, USA, USSR, Japan, Switzerland,

France, Italy, West Germany, and Sweden. Because of this wide spectrum of

collaboration and technology transfer agreements over a fairly long period of

time, it seemed an interesting idea to know their reactions to their European

collaborators vis-h-vis the Americans, the Soviets and the Japanese.

BHEL vs. COUNTERPARTS ABROAD - A COMPARATIVE STUDY AND 

IMPLICATIONS FOR PLANNING TECHNOLOGY TRANSFER 

1. BHEL has a far lower R & D budget compared to big European or

US companies - a bare 1.5 - 1.6 % of the total sales turnover

for UHEL compared to 4-8 % for the big foreign companies.

2. Less automated equipment used in the manufacturing

process-in fact, due to overpopulation in India, automation is

discouraged.

3. Less good working conditions than its big foreign counterparts

e.g. absence of air-conditioning.

All the above have quite a few implications, some of which are

listed below:

1. BHEL would need a continuous process of technology transfer

agreements with big foreign companies to remain technically

competitive.

2. Technology transferred involving automation might be

incompatible in the Indian situation.
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TABLE 13 

BHARAT HEAVY ELECTRICALS LIMITED

Details of Ongoing Foreign . Collaboration

Si . NAME OF THE
	

ITEM(S) OF
	

NATURE OF	 VALID UP TO
No. COLLABORATOR
	

MANUFACTURE
	 COLLABORATION	 / (From/ upto )

1. Promma Shexport
	

Thermal set s	 Technical
	

Continuing
USSR Hydro set s

Motors and
control gear

2. C reusot-Loi re
France

3. English
Electric Co.
U .K .

4. Nuovo P ignone
Italy

5. Ccmbusti on
Engg.Inc.,

6. Air
Preheat er Co.
USA

7. AB Svenska
Flakt-F ebri ken
S wed en

8. Kuhnl e Kopp
& Kaus ch
West Germany

9. US S Engineers
& Consultants
USA

Castings and
C or gi ngs

Y-160, Marine
Turbines

Centri fugal
Compressors

Steam generating
equipment for
Industrial and
U til ity
Purposes and coal
Pulverisers

Air P reheat ers

Electrostatic
Precipitators

Fans for power
station
& industrial
application i 

Oil Drillings
Techni cal
Mast s & Sub-
structures

Technical
	

1988

Techni cal
	

198 6

Techni cal
	

1982-1982

Techni cal
	

1971-1991

Techni cal
	

1987

Techni cal
	

1987

Techni cal
	

1987

Technical
	

1979-1984
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10. Siemens AG
West Germany

Electronic
Automation system
for Steam turbine
vacuum and
generators

Technical
	

1984-1984

11. TOA Valve Co.	 High Pressure	 Technical
	

Five years
Japan	 Valves	 f r o m

production
for 1991

12. Gul zers Brothers	 Bypass and
	

Technical
	

1987
Limited,	 pressure reducing
Swi t ze rl and	 system

13. Kraf twork
	

Large steam	 Technical
	

1976-1991
Union AG,	 Turbine
West Germany	 Generators

(200-1000 MW)

14. Dresser	 Safety, safety	 Technical
	

198 6
Industries Inc.,	 relief and forged
USA	 steel valves

Techni cal

Techni cal

Techincal

Technical

15. Hitachi Limited,
Japan

16. Weir Pumps Ltd.,
U .K.

17. Kraf twerk
Union AG.,
West Germany

18. Siemens AB,
West Germany

19. Siemens AG,
West Germany

20. General Electric
Co., USA

Steam surf ace
condensers

SF6 Circui t
Breakers and
vacuum breakers

Industrial
machines

Non-PCB Power
capacitors

1989

1982-1990

1981-1986

Sept. 81
Sept. 91

1983-1991

5 years from
the date of
commencement
of commercial
production or
1990

Reversible pump	 Technical
turbines

Boiler feed pumps	 Technical
with matching
booster pumps,
cooling water pumps
and cond ens ate
pumps
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21. NG1C	 High tension
Insulators	 Ceramic
Limited, Japan	 Isulators

22. Yuba Heat	 High pressure
transfer	 feed water
Corporation	 heaters
USA

Technical

Technical

March, 1983-
1988

5 years from
the date of
commencement
of commercial
production or
1990
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3. Certain equipment design considerations might be difficult to

satisfy e.g. if an equipment design is based on assumptions

like total absence of pollution, dust-free conditions, such

equipment would not function in the Indian situation where

pollution levels are higher.

TECHNOLOGY TRANSFER REQUIREMENTS 

BHEL is interested in not only the manufacturing process of a particular

equipment but the engineering involved - the basic conception of the product.

Thus, with BHEL, the definition of technology transfer is very exacting indeed.

TECHNOLOGY TRANSFER PROCEDURE FOLLOWED BY BHEL 

1. Send engineers from BHEL's design, development and R & D

Divisions to be trained at the office, workshop or laboratory

(as may be the case) of the foreign collaborator - to learn so

that in the actual process of technology transfer it might be

easier to appreciate the collaborator's point of view.

2. Occasionally invite experts from the collaborator's side to

inspect manufacturing and design shops in BHEL. This helps the

collaborators understand and appreciate Indian conditions and

the actual position of the transfer.

3. BHEL consults its collaborator while developing the technical

specifications for a particular equipment/component. It also

consults the collaborator regarding the factory layout involved

in the manufacturing of a particular product or equipment.

4. BHEL asks its collaborator to inspect the equipment after

manufacturing - it wants the collaborator therefore to oversee

its quality control process.
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5. If operational problems arise after erection of a particular

equipment at site, BHEL asks for technical advice from the

collaborator.

THE ATTITUDE THAT BHEL EXPECTS FROM COLLABORATOR 

1. Patience to teach.

2. Mentally prepared to help ? - what sometimes happens is the

deal having been concluded, the transferor spares only lousy

technical people who are unable to give proper advice. What

also happens sometimes, is that the transferor is unable to

spare adequate time and attention. To avoid such problems,

BHEL's collaboration agreements provide for the constitution of

a top-level review committee consisting of representatives of

both sides who regularly meet together and discuss.

DURATION OF A TYPICAL AGREEMENT 

The duration of a technology transfer agreement depends largely on the

complexity of the equipment to be manufactured and the process itself. However,

BHEL generally does not conclude agreements spanning beyond 10 years. For

agreements which last beyond 10 years, a renewal is required. This usually

happens when new aspects added to the original agreement.

FINANCIAL ASPECTS OF TYPICAL AGREEMENT 

4
BHEL pays for technology transfer in two ways:

a. Royalty:

A royalty is paid to transferor at a rate of 4 % of the sales for 5 years. A

tax of 40 percent is, however, witheld and paid to the Indian government.

This is a payment for the use of patents and know-how.
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was related to a British aid package for India, and since the Indian government

did not have the necessary financial resources to independently finance it, the

contract went to NEI rather than BHEL. The same fate has befallen BHEL at the

proposed Vindyachal 1000 MW power station, another recent contract which has

gone to the Soviet because it is part of a Soviet aid package to India. BHEL

manufactures the sets indigenously and has been terribly sore over both these

contracts because it produces and plans in accordance with the power planning of

the GOI and now have capacity underutilised. Money for equipment systems amount

to around 40 % of the total project cost. And both British and Soviet aid

packages cover the equipment systems only. The remaining 60 % of the project

cost which is not in equipment is supposed to be generated internally.

THE BAD PERFORMANCE OF THE POWER SECTOR - IS IT DUE TO BHEL ? 

Many analysts have blamed poor capacity utilisation of the power sector on

BHEL equipment and systems. On being questioned, BHEL had to say the following:

1. One of the reasons cited was the poor quality of coal being

mined and used in power stations in recent days. It is

sub-standard and the quality is far worse than that for which

the equipment has been designed. Thus, according to them, one

of the principal reasons is non-availability of coal as per

technical specifications.

2. Since some machines are indigenously manufactured and some

imported, a synchronization of the total system involving all

the sub-systems is a must for the good functioning of the power

station. According to BHEL, the operating personnel rarely do

this matching or synchronisation perfectly and problems later

come up.

BHEL - DIVERSIFICATIONS BEYOND POWER SECTOR 

BHEL has successfully diversified itself beyond power generation

into petrochemicals, fertilisers, cement plants, transportation, power

transmission, oilfield equipment and non-conventional energy sources.
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BHEL - NEW AREAS OF ENTRY AND FOREIGN COLLABORATION PROSPECTS 

BHEL sees prospects of foreign collaboration in controls, computers and

microprocessers, areas in which it may take entry. It estimates also that the

non-conventional energy sector will grow fast and although BHEL has developed

some systems exploiting wind and solar energy, they have not been very

cost-effective. BHEL would definitely welcome collaboratories in this area.



SECTOR: STEEL
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STEEL

DESCRIPTION OF THE SECTOR 

The total installed capacity of the Indian steel industry is 14.6 million

tonnes of ingots which is planned to be increased to 25 million tonnes by the

turn of the century.

Steel can be broadly grouped under three categories: Carbon Steel, Tool and

Alloy Steel, and Stainless Steel. Carbon Steel is used in automobiles,

machinery, ships, railways, bridges and civil construction. Stainless Steel

finds its use in the manufacture of petrochemical equipment, dairy equipment,

boilers, jet engine components, tableware and utensils. Alloy Steels are used

for production of forgings, aircraft landing gears, ball bearings, fasteners,

dies, nuclear power plants, spacecraft, seamless pipes, construction equipment

and machine-tools.

Steel can be hot-rolled or cold-formed. Cold forming allows the obtaining of

sections not obtained by hot-rolling. Cold forming being more economical

cold-formed steel is used in building construction, transmission towers,

shipbuilding, dust extraction systems and the automobile industry.

•	 INTERVIEWS 

Interviews were conducted with the following two firms:

1. Mahindra Ugine Steel

2. Hitek Industries



- 68 -

The following people were interviewed:

Sl.no FIRM NAME DESIGNATION

1 Mahindra Ugine Steel Dr. S.V. Char Executive-in-charge
Corporate Information
Services

2 	  DO 	 Mr. R.N. Singh Chief Marketing Manager

3 	  DO 	 Mr. Shrivastava Chief Materials Manager

4 Hitek Industries Mr. Prem P. Varma Managing Director

MAHINDRA UGINE STEEL 

THE FOUNDING OF THE COMPANY, ITS STRATEGY AND OBJECTIVES 

In the 50's, there was a considerable demand for tool, alloy and special

steels (TAS steels) and India relied totally on imports. In 1960, Mahindra &

Mahindra, a big business enterprise, realised the need for an indigenous alloy

and special steel plant. The search for sophisticated technology led them to

Ugine Aciers of France.

The late M. Rend Perrin, Chairman of the Societe d'Electro-Chimie,

d'Electro-Metallurgie et des Acieries Electriques d'Ugine, had developed a new

technology in the field called the Perrin Process and he was on the lookout for

partners who would help him find industrial applications for the process and new

markets. He began negotiating with a public sector undertaking in India. When

these ran into rough weather, he joined hands with the Mahindras and the joint

venture company was named Mahindra Uqine Steel.

Mahindra & Mahindra, the Indian partner, commenced operations in 1945 as

agents for Willys Jeeps in the US (later taken over by American Motors). Mr.

Jagdish Mahindra, one of the founders of the company had been ex-Marketing

Director of the Tata Iran and Steel Company (TISCO). TISCO manufactures mild

steel in big quantities. There was not domestic manufacture of TAS steels and as
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the first Iron & Steel Controller of independent India, Mr. Mahindra had to

indent steel for his own company and for many other Indian enterprises from

Japan, FRG, France, UK and the US. Import substitution, he realized, would mean

a huge captive market and he seized the opportunity when it presented itself in

1960. The permission for the new venture was granted by the GOI in 1963.

MUSCO PRODUCT RANGE TODAY 

MUSCO's product range today includes alloy constructional steel, stainless

steel, dye-casting steel, ball-bearing steels, hi-pressure valve steels, etc..

SCOPE OF THE MARKET 

The huge demand in India and the fact that very few companies produce alloy

steel made the GOI ban exports until recently. However, the captive market also

made producers complacent with their performance, so that when the government

lifted the ban, it was found that few companies could meet international quality

standards or heavy price competition. MUSCO says that its products are

competitive in quality in the world market but not in price. Anyhow, it does not

seem inclined to develop any export-oriented strategy at least in the near

future.

MARKET SIZE, COMPETITION AND MARKET SHARE 

It must first be said that the market is highly specialised and a producer's

market i.e. whatever is produced is consumed.

Total production of alloy steels:

Total production of alloy steels excluding

wire rods and sheets:

Total production of the type of bars and

billets MUSCO manufactures:

1,000,000 tonnes

600,000 tonnes

250,000 tonnes
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In this total output of 250,000 tonnes quite a few firms have their

contribution namely:

Si .no
	 FIRM	 PRODUCTION IN TONNES

MUSCO	 60,000

2	 Durgapur Alloy Steel Plant 	 60,000

3	 Bhadrawati Steel 	 50,000

4	 Bihar Alloy Steel	 45,000

PRODUCTION STRATEGY 

a. Competitive Posture 

In its own sector of production, MUSCO concentrates chiefly on high-quality

high-value products and in this way, ensures a special niche for itself. It's

strategy has in this easy been clear-cut and has undoubtedly paid off well for

MUSCO is the leader in its market and has built for itself a redoutable

reputation.

b. Prouction Process 

MUSCO products are usually manufactured by continous process. It is usually .

upstream rather than downstream.

c. Location Strategy 

MUSCO's only plant is located at Khopoli in Maharashtra.

MARKETING STRATEGY 

The market for MUSCO has experienced a lull for sometime and is now

re-emerging from the recession.
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NATURE OF THE MARKET 

There are 100 major buyers of MUSCO products including the parent company,

Mahindra & Mahindra. They belong to the following categories: a. foreign

industries, b. government ordnance factories, c. manufacturers of automobile

ancillaries, d. ball-bearing manufacturers, e. valve manufacturers.

Buyer behaviour 

Although the buyers are relatively concentrated, suppliers are concentrated

too and MUSCO products usually command a premium on their quality. Instead of

MUSCO seeking markets, it is rather the buyers who come to MUSCO. Thus the

cornerstone of marketing is production strategy.

Buyer perceptions 

Buyers perceive MUSCO products as hi-quality and hi-price. Buyers are very

loyal to MUSCO's brand image.

THE RELEVANCE OF THE PERRIN PROCESS TODAY AND TECHNOLOGY UPGRADING 

The technology transfer process was complete soon after the start of the

joint-venture. Since then, for the past two decades, MUSCO has successfully

exploited the technology to bring itself to a position of leadership in the

domestic market.

However, since then, the world of TAS steels has seen many changes of

technology and, according to some specialists, the Perrin process is quite

obsolete. It is not as economic and does not guarantee the same quality as some

recent innovations.

MUSCO is now contemplating modernisation. But this would mean a multimillion

dollar investment. Ugine, according to MUSCO, has not come out with any new

technology and MUSCO must therefore shop elsewhere.
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Sometimes, even today, MUSCO consults Ugine on technical issues. In such

cases, it pays royalty and a lump-sum payment for the import of drawings,

designs and documentation.

FINANCIAL ASPECTS OF THE JOINT VENTURE 

a. Equity holdings:

The shareholdings are as follows:

Pechiney Group - 12 %

Mahindra & Mahindra - 14 %

Mahindra Family - 1.5 %

Financial Institutions - 35 %

(International Finance

corpn., and govt. -

owned or sponsored

lending institutions)

b. Profit repatriation 

Profits are repatriated proportional to the equity holdings of Pechiney with

the 40 % tax payable to the GOI being deducted.

c. Size of original investment 

The original investment in the venture was to the order of Rs. 100 million.
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d. Performance trends

(Rupees in Crores)

1982 1981 1980 1979 1978

11141/15 67.95 47.61 • .2327 17.08

1.77 2.51 1.61 0.91 1.02

45.37 54.84 36.87 18.79 15.19

6.26 5.47 5.73 1.50 1.23

2.75 3.05 3.10 0.74 0.73

(1.76) 7.10 3.52 115 0.95

- -

(1.76) 7.10 3.52 3.15 0.95

0.19 - -
0.73 1.37 0.95 0.65 0.53

0.11 0.11 0.11 0.11 0.05

(2.41) 5.62 2.46 2.39 0.37

54.06 53.17 51.87 51.40 43.07

37.78 39.64 41.39 44.02 36.42

0.44 0.27 0.13 0.08 0.04

32.80 28.84 23.14 13.66 10.33

0.04 0.06 0.09 -

8.30 8.30 6.28 6.28 4.28

19.77 22.19 14.68 12.22 9.22

211.07 30.49 ' 20.96 18.50 13.50

42.99 38.32 43.79 39.26 33.29

- 10.45 7.39 13.54 5.54

- 10.45 7.39 13.54 5.54
- 9.58 6.45 5.76 2.38

AT A GLANCE

Financial summary

Sales

Other Income

Manufacturing and Other Expenses

Interest

Depreciation

(Loss)/Profit before tax

Provision for Taxation

(Loss)/Profit after tax

Prior year adjustments

Equity Dividend

Preference Dividend

Retained Earnings

Gross Fixed Assets

Net Fixed Assets

Investments

Net Current Assets

Miscellaneous Expenditure

Share Capital

Reserves and Surplus

Net Worth

Borrowings

Profit before tax % of Sales

Profit after tax % of Sales
Earnings - Rs. per Equity Share
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TURNOVER
70

(Rupees In crorea)

67.95

60

50.85

47.61
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23.27
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NET WORTH PER
EQUITY SHARE	 (Rupees)

1975	 28
1976	 31
1977	 33
1978	 34
1979
1980
1981
1982

33
38
40
37

PERFORMANCE TRENDS	 Capital
	

Shareholders'
(Rupees in crores)
	

Turnover	 employed
	

funds
Year

1978

1
17.08

13.50
46. 9

1979

,	 23.27

18.50
57.76

1980 20.96 .

47.61
64.75

.
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FIXED ASSETS
	

(Rupees in crores)

Gross Block

60
	 Net Block

50 51.40 51.87
53.1 54.064

43.07

44.02

41.39

36.42

30

39.64 '''''.''
37.78

20
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0
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37,62,71,579
5,04,78,616

1,19,63,021

43,87,13,216
2,56,46,542

46,43,59,758

17,60,04,281

28,83,55,477

6,54,694

68,80,95,079
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ANNUAL REPORT 1982

BALANCE SHEET
AS AT 31ST DECEMBER,1982 MU$C0

• 

Schedule      1981          

SOURCES OF FUNDS:

1. SHARE CAPITAL
2. RESERVES AND SURPLUS

3 TOTAL SHAREHOLDERS' FUNDS
4. SECURED LOANS
5. UNSECURED LOANS         

`A'  i30,17.205
19,70.51,232 

28,074;i37—
26.4501,678
16„53-,16,133

k	 ,

7'/, 5!;248 

8,30,17,205
22,18,42,560      

`C'   
30,48,59,765
28,25,22,620
10,07,12,694

TOTAL RUPEES    68,80,95,079          

APPLICATION OF FUNDS:

6. FIXED ASSETS
	

`E'
7. INVESTMENTS
	

`F'
8. CURRENT ASSETS, LOANS AND ADVANCES `G'

I CURRENT ASSETS:
i) Inventories
ii) Sundry Debtors

iii) Other Current Assets

II LOANS AND ADVANCES

9. LESS: CURRENT LIABILITIES
AND PROVISIONS	 'H'

10. MISCELLANEOUS EXPENDITURE
(to the extent not written off or adjusted)
Deferred revenue expenditure (see note 4)

TOTAL RUPEES

	

37,78,30,543
	

39,64,24,505

	

0,60,465
	

26,60,403

For Notes refer to Schedule `L'

As per our report of even date attached

For A.F. FERGUSON & CO.
Chartered Accountants

F.M. CHINOY
Partner

Bombay, 6th May, 1983

Harish Mahindra

K. Ramachandran
Bhaskar Mitter
Keshub Mahindra
S. Bhoothalingam
Ashish Mitra
A.R.V. Subramanian
C.R. Thakore

P.P. Mistry
Secretary	 Bombay, 5th May, 1983

Chairman & Mg. Director

Directors



67,95,28,287

62,53,765

1,88,03,452 

70,45,85,504
2,28,62,943

72,74,48,447

57,11,21,510
3,05,08,816

4,09,94,852
1,36,56,446 

5,46,51,298
25,070

1,09,121
(1,115)

65,64,14,700

7,10,33,747

7,10,33,747

7,10,33,747
1,79,98,839

14,35,507 

9,04,68,093 

9,04,68,093
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MAHINDRA UGINE STEEL COMPANY LTD.
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED
31ST DECEMBER,1982	 MUSCO

41111111361101,E,

Schedule	 1981

INCOME

Sale of products

Sale, being recovery of costs of stores, raw
materials to contractors, suppliers, etc.

Other income

Increase in stocks	 `J'

EXPENDITURE AND CHARGES

Manufacturing and other expenses
Depreciation
Interest:

(a) On fixed loans
(b) On other loans

Commitment charges on loans
Technical aid fees
Loss,i(Profit) on disposal of assets

(LOSS)/PROFIT FOR THE YEAR BEFORE TAXATION
Provision for taxation

(LOSS)/PROFIT FOR THE YEAR AFTER TAXATION
Excess provision for taxation for earlier years
written back

Balance brought forward from previous year
Development rebate reserve written back

carried over
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ORGANISATIONAL ASPECTS AND MANAGEMENJ CONTROL 

Virtually, no management control is exercised by the French and this has

been in the hands of the Indians although there are French members in the Board

of Directors of the company.

There are 2000 people employed and about 80 of them are in the managerial

cadre.

Industrial relations have been fairly good. Labour wage agreements are

revised every 3 years. There has been only one 7-day strike in the last 19

years.

RESEARCH AND DEVELOPMENT 

The R & D wing in MUSCO was established in 1974. It has two wings: Applied

Research and Innovative Research.

In the field of applied research, MUSCO personnel identify problems faced

during manufacturing and work out solutions.

The Innovative Research wing has developed new grades of valve steel, creep

steel, stainless and heat-resistant steel, boron steel, dye-steel, turbine blade

steel etc..

FUTURE PLANS 

While the search for competitive technology goes on, MUSCO is seriously

considering capacity expansion by building new factories etc. It plans to

develop products of larger sizes and diameter in these factories and market

them.
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HITEK

Contrary to MUSCO, Hitek is a small enterprise. While MUSCO is a fairly old

collaboration, Hitek is brand new.

THE FOUNDING OF THE COMPANY, ITS STRATEGY AND OBJECTIVES 

Hitek Industries was formed as late as March 1983. The purpose: to

manufacture cold formed steel sections. Its factory is located at Ranchi in

Bihar, Eastern India.

Mr. Prem Varma, the promoter of the company is an engineer with fairly long

experience. Having graduated from the Indian Institute of Technology in

Mechanical Engineering, he did his post-gruduation at Stanford in Industrial

Engineering. He worked with Kaiser Aluminium in the US and Union Carbide in

India before starting this new venture.

The objective of the company is manufacturing Cold Roll Formed Sections. It

hopes to make significant contribution in the area of Cold Forming and Sheet

Processing by bringing into India the latest technology developed in the UK and

the U.S.A.

Hitek is the first company in Eastern India to manufacture Cold formed

sections. Although the whole steel industry is located in the eastern part of

the country, all existing manufacturers have factories at long distances from

the region. It is to take advantage of the proximity of the raw material

resources that Mr. Varma has started his factory in Eastern India. He hopes

besides to get a competitive edge in technological sophistication.

SIZE OF THE MARKET 

Hitek estimates the demand to be of the order of 90,000 tonnes in 1984,

while current production amounts to only 50,000 tonnes. The remaining

requirement is presently imported.
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PRODUCTION PLANS 

Hitek plans to produce 20,000 tonnes of which 10,000 tonnes are to be

consumed domestically and the remaining targeted for export. It has already

received a letter of intent for 8000 tonnes per annum for exports to UK.

COMPETITIVE EDGE 

Hitek expects to have a competitive edge in the market by using the latest

technology.

MARKETING STRATEGY 

By going in for import substitution, Hitek believes it can persuade the

government to restrict imports, thus permitting Hitek to enjoy a captive market.

Nature of the market 

The market is price-elastic, because, after all, the threat of substitution

by hot rolled structurals (which are uneconomic) always exists.

Market trends 

Hitek expects the market to realise more and more the economical advantage

of cold-formed over hot-rolled sections. In 10 years, it expects the market

demand to be between 200,000 and 250,000 tonnes.
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Competition 

Hitek has two major competitors who are already in the field for a couple of

years namely:

Sl.no NAME OF THE LOCATION PRODUCTION (Tonnes/Yr)

COMPANY

1 Pressmetal Corp. Bombay 10,000

2 TI Metal Sections Madras 15,000

There are, besides, quite a few smaller manufacturers.

Positioning in the market 

Hitek believes that brand loyalty does not exist in this market and

switching costs are minimal. Hitek has conducted an extensive advertising and

publicity campaign and believes that it has been quite successful. Hitek further

estimates that customers in this market are usually sensitive to after-sales

service and competition is weak in this area. Hitek hopes to gain on them on

this point. Hitek counts its products perceived as hi-tech, hi-quality and hopes

to command a price premium of 10 % over competition.

Distribution channels 

Hitek has divided its products into three categories and proposes different

strategies in their distribution:
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Sl.no
	

PRODUCT
	

DISTRIBUTION

CATEGORY

1	 Structurals	 Through standard dealers having

a wide network.

2 Customized products In this category, after-sales

service is likely to be crucial

and the company will use its

own sales force.

3	 Systems	 Through	 established	 and

specialised	 distributors

preferably engineering firms.

FOREIGN COLLABORATION 

Hitek is purchasing know-how from:

1. Brockhouse Group, UK - a small but reputed organisation with 85 years of

experience in steel technology.

2. Metform, UK - a pioneer in computer-aided roll design and roll

manufacture.

Hitek's philosophy is not to sign collaboration agreements with any

particular company but to shop evergywhere and buy the best that is offered in

the market.

PRODUCTION TECHNOLOGY 

Products manufactured will involve the batch process and be upstream rather

than downstream.
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FINANCIAL ASPECTS 

a. Equity shareholding 

At present, there is no foreign equity shareholding in the company and the

promoter, Mr. Varma, is the major shareholder. However, Hitek has received

offers from foreign companies to purchase 20 % of its shares.

b. Size of ori ginal investment 

The original investment is to the order of Ro. 31.1 million.

c. Debt-equity ratio 

The present debt-equity ratio is 1.7.

d. Fixed assets 

Fixed assets amount to Ro. 18 million.

RESEARCH AND DEVELOPMENT 

The chief task of the R & D wing at Hitek is to check the drawings and

designs bought from abroad and modify them to suit local conditions.

CONCLUSION 

Hitek perceives excellent scope for exports to Thailand, Halaysia and

Indonesia.



SECTOR: ALUMINIUM
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ALUMINIUM 

DESCRIPTION OF THE SECTOR 

The Indian aluminium industry has been developed with the active involvement

of some of the world's major producers. The Indian Aluminium Company, the oldest

and now the second largest private producer, has Alcan of Canada as the foreign

principal while the medium-sized 25,000 tonnes capacity Madras Aluminium Company

has the collaboration of Aluminoa Italia. Kaiser Aluminium of the US has an

equity stake of 26.7 percent in Hindustan Aluminium. The government-owned Bharat

Aluminium Company having an installed capacity of 100,000 tonnes has been set up

with Hungarian and Russian collaboration.

NEW DEVELOPMENTS 

Barring exceptions such as oil, steel and coal, few Indian industries have

received as much investment as aluminium. In just over our years, the figure has

trebled from US$ 1 billion to $ 3 billion and substantial outlays have also been

made on ancillary and downstream facilities.

The huge alumina-aluminium complex coming up in Orissa in Eastern India in

collaboration with Pechiney represents an investment of $ 2 billion. It is a

government undertaking run under the corporate name "National Aluminium Company"

(NALCO).

Further investment in the industry may be made soon if the Russians accept

the collaboration terms suggested for the Vishakapatnam project.
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INTERVIEWS 

Having decided to make a study on NALCO, the ongoing aluminium project, I

met the following people:

NAME	 DESIGNATION

Mr. V.K. Thapar	 Joint secretary, Ministry of Mines

and Metals, Govt. India.

M. Alain Herrmann	 Project Engineer, Division Aluminium,

Aluminium Pechiney

NALCO being a government undertaking, Mr. Thapar is the topmost bureaucrat

of the GOI dealing with NALCO affairs. Mr Hermann is one of the technical

experts from the French collaborator Aluminium Pechiney who is stationed in

India.

WHY TALK ABOUT ALUMINIUM ?

A big interest of foreign investors in India's aluminium industry is due to

India's huge bauxite reserves estimated at 2.5 billion tonnes, roughly 8 percent

of the world total. Most of these reserves are located on India's east coast.

With projects like NALCO and Vishakapatnam and more in the offing, India

hopes to change from a net importer to an exporter of aluminium. The present

total installed capacity is 362,000 tonnes.

NALCO - FINANCIAL ASPECTS OF THE DEAL 

NALCO is the largest French-aided project in India. A credit from the French

government to the tune of $ 400 million plus a Eurocurrency loan of $ 680

million has gone to meet the costs of this $ 2 billion project.
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PECHINEY IN NALCO - BACKGROUND. STRATEGY AND OBJECTIVES 

For Pechiney, Indian industry is nothing new. Having jointly promoted with

the Mahindras the Mahindra Ugine Steel Company in 1963, Pechiney has maintained

a virtually constant presence and active interest in Indian industrial

development. The NALCO agreement is just another hallmark in that long

association.

But NALCO is more than just another agreement. Aluminium production

involves, from start to finish, three distinct phases, each characterised by a

different technology. The three phases are:

a. extraction of bauxite from mine

b. conversion of bauxite into alumina

c. conversion of alumina in aluminium.

NALCO represents a contract in which, for the first time in the world,

a company could sell all three technologies in a single project.

In 1979, Pechiney had developed a new technology in aluminium production. To

establish this new technology in the market, it needed new projects. After its

first success in Australia, Pechiney succeeded in India with the NALCO contract.

•	 THE ACTUAL PROJECT 

The bauxite mines at Koraput in Orissa will be worked to produce 2.4 million

tonnes of bauxite ore per annum which will be converted to 800,000 tonnes of

alumina. Of this 375,000 tonnes will be exported and the balance smelted at a

smelter barely 100 km away to yield 218,000 tonnes of aluminium.

THE TECHNOLOGY TRANSFER PROCESS 

According to Mr. Thapar, NALCO has developed a very good working

relationship with Aluminium Pechiney and is very happy with services rendered by

AP. However, Hr. Thapar added that the real test will come at the test-trial
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stage or later when the plant goes on stream. Will it produce to full capacity ?

Will the aluminium produced meet technical specifications ? - these are

questions that remain to be answered and it is when the time comes for them to

be answered that it will be conclusively proved whether Pechiney did a good job.

At the moment, of course, AP enjoys NALCO's confidence. A feasibility study for

the production of downstream products like foils, rolled sheets and furnaces has

been recently awarded to AP jointly with a public sector undertaking by the name

of MECON.

M. Hermann, however, made a distinction between sale and transfer of

technology and described the NALCO contract as a sale rather than a transfer of

technology. According to him, there has been no accord in the area of R & D, and

Pechiney is selling the know-how and not the know-why to NALCO.

SCOPE OF THE MARKET 

When the project was originally envisaged, NALCO officials estimated a

compound growth rate of 7 % in domestic demand. For the past three years,

however, demand has stagnated relatively and is estimated at around 5 %. A

marginal surplus in the output would result and India will have to enter the

export market in a big way.

GOI POLICY REGARDING FOREIGN COLLABORATIONS IN ALUMINIUM 

GOI prefers technology licensing rather than equity participation as a

general rule in the aluminium field. However, decisions are purely on a case by

case basis.

FUTURE PROSPECTS FOR PECHINEY IN ALUMINIUM 

That Pechiney is collaborating at the presentmoment augurs well for it in

future projects. However, it is not by any means a guarantee. For every project,

the process used to choose a collaborator is global tendering. Whether a company

wins a deal or not depends on how attractive his offer is. As a matter of fact
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Pechiney has quoted for the exploitation of bauxite deposits near Hyderabad but

is not sure whether it will get it. However, opportunities exist in the private

sector. One private company, Hindustan Aluminium, has already asked for

technical assistance.

PROBLEMS FOR THE COLLABORATOR 

The first problem cited was the bureacratic delay in taking decisions.

Pechiney squarely blamed the GOI for the fact that the project is already

lagging 1 1/2 years behind schedule. Another problem cited was that government

officials were more interested in following a preset bureacratic procedure

rather than getting to the heart of any particular problem i.e. there is a

tendency to shirk responsibility at almost all levels in the corporate ladder of

a public sector firm. Pechiney thinks that the private sector is far ahead of

the public sector in India in terms of efficiency.

WHAT THE NALCO DEAL CAN TEACH US 

The importance of the NALCO deal according to Pechiney belongs chiefly to

the domain of "politique industrielle". It was the French credit on the one hand

and the Giscard-Indira talks on the subject on the other that got Pechiney and

not ALCOA (Aluminium Co. of America), Pechiney's arch rival the contract.

Government credits, where the interests of a particular firm or group of the

country is involved, is more common in Europe than in America, a factor that

does give them a competitive edge. Besides, in the case of a public sector

involvement like NALCO, non-financial but simply political reasons can play a

big part in deciding which firm wins a contract and which loses.



SECTOR: EXPORT PROMOTION
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EXPORT PROMOTION 

DESCRIPTION OF THE SECTOR 

The GOI provides export-incentives under two programmes: free trade zones

and 100 percent export-oriented units.

India has three free trade zones:

1. Kandla Free Trade Zone (KAFTZ)

2. Santa Cruz Electronic Exports Processing Zone (SEEPZ)

3. Madras Free Trade Zone (MFTZ)

The following lists incentives and requirements for industrial units

established in the free trade zones:

1. 100 percent foreign ownership and management is allowed.

2. A five-year income tax holiday is provided.

3. Duty-free import of capital goods from any source is allowed.

4. Exemption from customs and other duties is granted.

5. No import licence is required.

6. Exemption from excise duty on all finished products is provided.

7. Capital investment to the extent of the original investment plus

profits/dividends can be repatriated any time.

8. Cash and other subsidies are available.

9. Units are required to export 75 percent of the product manufactured. 25

percent of production may be sold in the domestic market after paying

necessary duties.

In 1930, the GUI introduced a set of incentives for 100 percent

export-oriented projects which can be established at locations throughout India.

Following is the list of incentives and requirements for a 100 percent export

venture.

1. Foreign equity participation is allowed upto 100 percent.

2. Subject to Indian taxes, remittances of capital proceeds, including

capital appreciation is also freely allowed.
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3. Duty-free imports of capital goods and raw materials is allowed.

4. No excise duty is devied on domestic purchases.

5. No countervailing duties are assessed on imported items.

6. The units can borrow from Indian financial institutions.

7. No import license is required.

8. Units receive a "Green Card" which entitles them to priority treatment

in clearance of all matters relating to project implementation.

9. The company must export its entire production except for a five percent

level of rejection.

10. Minimum value added in India to the product manufactured should be 20

percent.

INTERVIEWS 

The following two people were interviewed at SEEPZ:

Sl.no	 NAME	 FIRM/ORGANISATION	 DESIGNATION

1	 Mr L.D. Joshi	 SEEPZ	 Public Relations Officer

2	 Mr Ulhas Potnis	 Devise (India) P. Ltd.	 General Manager

(Collaboration with a

German firm)

THE ELECTRONICS INDUSTRY IN INDIA 

The industry is well-suited to India's resources and the GUI has accorded

high priority for its development. The following table summarises the production

of electronic equipment and components in India during 1981 and 1982.
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TABLE 14 

YEAR Rs. in Million

SECTOR 1981 1982 GROWTH RATE IN %

Consumer electronics 2460 3370 37

Communications and broadcasting 1540 2550 60

Aerospace & defense equipment 690 1085 57

Computer control & instruments 1885 2420 28

Components 1730 2140 24

Production in Free Trade Zones 255 485 90

Foreign technology is allowed in almost all fields of electronics.

SPECIAL INCENTIVES IN SEEPZ 

In addition to major tax subsidies and duty free provisions already

described and which are common to all EPZs, the GOI prohibits strikes in SEEPZ

and cutbacks in electrical power. The Zone consists of 100 acres with provision

for expansion. A firm may lease ready-built space or lease for upto 30 years

open plots ranging from 1000 sq.m to 15 000 sq.m at approximately $ 1 per year.

In the latter case, lease charges are waived during the first year during

construction and 50 percent concession on charges for the next three years of

operation. Fixed asset financing at low interest rates is also available. Labour

rates are lower than in free trades zones in the Far East.
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LIST OF ONGOING FOREIGN COLLABORATIONS IN SEEPZ 

TABLE 15 

SANTACRUZ ELECTRONICS EXPORT PROCESSING ZONE 

APPROVED UNITS 

NAME
	 PRODUCTS	 COLLABORATION

Mis. Ashtech Electronics
(India) Pvt. Ltd.,
c/ o Maf atl al House,
Backay Reclamation,
Bombay 400 020 
Unit No. 77, SEEPZ,
IIIrd SDF Bldg.,
Bombay 400 096 

Printed circuit	 M/ s. Asher
boards encoders Engineering

Inc., USA

M/ s. A.T.E. Pvt. Ltd., 	 Dip-bridge	 M/ s. CSDc
Unit no. 36,	 rectifiers	 International,
IInd SDF Bldg.,	 Inc., USA
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 63290 32
Telex. 11.2118 ATE IN
Dr. A.B. Shah, Manager

M/ s. Clarostat (I) Ltd.,	 Wire-wound	 M/s Clarostat
Plot no. 34, SEEPZ	 Resistors	 Mfg. Inc.
Andheri (E),	 UU.S.A.
Bombay 400 096 
Tel. 6329306/7321163
Telex. 011-71349
Shri Damodar Ratha
Managing Director

M/s. Computer Automation
(I) Ltd.
Unit no. 8, SDF Bldg.
Bombay 400 096 
Tel. 6327722
Telex. 71598 COAU IN
Mr. M.S. Chaudhary and
Mr. M.L. Pasricha

Computer component s
& sub-assembly

M/s. Computer
Automation
Inc., USA
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M/ s. Data Capture Services
Pvt. Ltd.,
4, Skylark, Little Gibbs Road
Bombay 400 096 
Tel. 82 27692

Key entry data
conversion

Software

Shri Anil
Nayar
USA

Devise (India) P. Ltd.
Unit no. 34,
SDF Bldg. II, SEEPZ,
Andheri (E),
Bombay 400 096 
Tel. 6327221
Telex. 011-71426 XNTL IN
Mr. U.S. Potnis
General Manager

Precision electronic &	 Mr. Peter V.
electro mechanical	 West Germany
component s , International
standardised enclosures,
Alternate energy electro-
nic system

M/ s. E.A.D. (India)
Pvt. Ltd.
Unit no. 35, IInd SDF,
SEEPZ, Andhari (E),
Bombay 400 096
Tel. 6321163/9329306
Shri Damodar Ratha
Director

Micro motors
and FHP motors

M/ s. Electro
Audio dynamics
Inc.
New York,
U.S.A.

M/ s. Eastern Peripherals
Pvt. Ltd.,
Unit no. 67, 70 & 4
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6322098/5032
Telex. 011-6626
Mr. M.L. Tandon
Managing Director

Floppy disc drives
and other computer
peripherals

Mr .	 J.L.
Tandon, USA

M/ s. Emca Video Lab.
Unit no. 75
IIIrd SDF Bldg.,
SEEPZ, Andheri (E),
Bombay 400 096
Tel. 264.337/2328
Mr. M.P. Gupta

Recording of video
cassettes and
their exports

M/ s . Excel
Video casse-
et s , USA
(Marketing

tie up)
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M/ s. Esquire Video Film
Services Pvt. Ltd.
Unit no. 11, SDF Bldg.,
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6327735/1626/2099
Telex. 11-71187 ESQR IN
Mr. S.C. Hira,
Managing Director

Recording of
Indian feature films
and other programmes
on video tapes

M/s. Esquire
Electronics
Ltd.,
Hong Kong

M/s. Home Video (I)
Pvt. Ltd.
Unit no. 69, IIIrd SDF
SEEPZ Andheri (East)
Bombay 400 096 
Mr. Ravi Davar
Director
Tel. 538402/540972

Recording of Video
cassettes

M/ s. Anamica
Investment Co.
U.K.

M/s. Indus Computer
Corpn. International
C/ o. Rajasthan Automo-
bil es , Modi Chambers
French Bridge,
Bombay 400 004 

Central processing
unit for micro-
computer

M / s
Prophetone
Industries
U.S.A.

M/ s. International
Power Semiconductors
Ltd.
Unit no. 6, SDF Bldg.
SEEPZ, Andheri (E),
Bombay 400 096
Tel. 6328534
Mr. S.I. Khandwala
General Manager
Tel. 2324014

TO-3 Transistors
Bridge-recti fiers

etc...

Synergeti c
Resources Inc.
USA

M/ s. Int errs
Exploration
Co. INC.
USA

24/ s Interra Exploration
Lion Co. (I) P. Ltd
Unit no. 32, 1st SDF,
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6324679/6329081
Telex. 11-71051 INRA IN
Dr. U.S. Bhoota

Electronically
digitized ge ophi si cal
data on magnetic tape,
image processing of
electronically di gi ti zed
data, conventional
common depth point-data
processing
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M/ s. Intersil (India) Ltd.
Plot no. 54, SEEPZ,
Andheri (E),
Bombay 400 096 
Tel. 6320326/3097
Telex. 011-71134
Mr. Umesh K. Mehra
Director of Operations

Complex integrated
circuits

M/ s. Intersil
Inc.
USA

M/ s. Kedia Vision Pvt. Ltd.	 Pre-recorded	 Envisaged
81-85, Mittal Tower	 Video cassettes
'A' Wing, Nariman Point,
Bombay 400 021 

M/ s. K .R. L. Electronics 	 Wire-wound	 M/ s. K.R.L.
(India) Pvt. Ltd.	 resistors	 Electronics
Unit no. 15, SDF Bldg.,	 Inc., USA
SEEPZ,
Bombay 400 096
Tel. 6329931
Telex. 011-6637 KRLE IN
Mr. B.K. Mishra,
Managing Director

M/ s. MFR Electronics	 Carbon film and	 M/s. Yage
Components Pvt. Ltd. 	 metal film	 Corpn.
Unit no. 40, 2nd SDF, 	 resistors	 Taiwan
SEEPZ, Andheri (E)	 (Tech. &
Bombay 400 096 
Tel. 6324317	 Mktg.)
Shri B.B. Bahl.

M/ s. M.G. Video
Electronics Pvt. Ltd.,
M.G. House, Plot no. 22
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. c/o 357239
Mr. G .H. Sabnani ,
Managing Director

Pre-recorded video--
cassettes

Mr. G.H.
Sabnani &
Mr. L.H.
Sabnani
Hong Kong

M/ s M.J. Electronics
Unit no. 22, 1st SDF,
SEEPZ, Andheri (E),
Bombay 400 096 
Mr. A.A. Alvares,
Manager.

Trimming
potentio-meters

M/ s. VRN
International,
U.S.A.
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M/ s . M .P. O. Electronics
Pvt. Ltd.
C-25, SEEPZ,
1st SDF Bldg. Andheri. (E)
Bombay 400 096 
Tel. 624622
Telex. 031-2785
Suresh Bhatia, Asstt. Manager

Magnetic discs for
computer, IC teaching
equipment, Xerox
copying machines

M/ s. Dayco
GKBh ,
West Germany

M/s. Multi-tech Industries
Pvt. Ltd.
c/o. Mahaj an Hybrids
Unit no. 5, SEEPZ,
Andheri (E)
Bombay 400 096 
Tel. 6329905

Micro-computer
systems

M/ s Mul ti-
Tech systems
Inc., USA

M/s. Nytronics (India)
Pvt. Ltd.
Unit no. 14, SDF Bldg.,
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6321163
Telex. 011-4949
Shri Danodar Ratha
Director

Polyster capacitors
pol yst erene

M/ s. Multi-
Tech systems
Inc., USA

M/s. Orson Video P. Ltd.
Unit no. 46. 47 & 62,
IInd SDF Bldg., SEEPZ,
Bombay 400 096 
Tel. 6321526/9808
Telex. 011-71360
Mr. M.S. Bulsara, Director

Recorded Video
cassettes

M/ s. Sony
Corpn. Japan
Mr. M.R.
Chhabria
Dubai

M/s. Peerless Fabrikkerene
(India) Ltd.,
Unit no. 19, SDF Bldg.,
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6327674
Telex. 011-4949
Shri Damodar Ratha
Managing Director

Loudspeakers M/s. Peerless
Fabr i kke rene
Denmark

M/s. RCC Plastic Pvt. Ltd.	 Machine tool controllers 	 Envisaged
Malhotra House,	 postian linear trans-
Opp. G.P.O.	 ducers, encoders.
Bombay 400 001 
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M/ s. Sachin Electronic
Unit. no. 48, IInd SDF,
SEEPZ,
Bombay 400 096 
Mrs. Jayashree J. Sane
Proprietor

Miniature coil s , 	 M/ s . Com. TEL
printed circuits	 Inc., USA

M/ s. Saha Soshin Elect.
Plot no. 37, SEEPZ,
Andheri (East),
Bombay 400 096 
Tel. 6326048/8032
Telex. 011-3692 AB BYSA
Mr. K.K. Saha
Managing Director

Mica capacitors and
par ts thereof .

• s Soshin
Electric co.
Ltd., Japan

M/ s. Semcon Electronics
Pvt. Ltd.
Unit no. 13 & 16
SDF Bldg. SEEPZ,
Bombay 400 096 
Tel. 6320024
Telex. 011-3342/4100
Shri Ashok W. Phansalkar,
Managing Director

Subminiature diodes
assembly for electronic
watches, plastic micro
diode, hybrid circuits
computer diode array,
special device, component
assembly.

M/ s. Micro-
semi-conductor
Corpn.
U.S.A.

s. Semiconductor
Electronics Ltd.,
Unit no. 23, SDF Bldg.,
SEEPZ
Bombay 96 
Tel. 6326710
Shri J.E. Ruttonsha
Director

Semiconductor
Devices, solid
relays

M	 /	 s
International
recti fiers
Corpn., USA.

M/ s. Spectra Video
Pvt. Ltd.
Regent Chanbers,
14th floor,
208 Nariman Point,
Bombay 400 021 
Shri C.R. Isharani,
Tel. no. 231137

Recording of video
cassettes

M/ s. D awnaya
company Ltd.
Prince's Bldg.
22nd floor
Hong Kong
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M/s. Systime computer
Systems (I) Pvt. Ltd.
Customs Wing, SEEPZ,
Andheri (E),
Bombay 400 096 
Tel. 6326028/6320051
Telex. 011-71635 SYSI IN
Mr. Ramesh K. Verma,
Director

Computer sof tware
(Programme)

M/ s . Systime
Ltd., U .K .

M/ s. Tancom Electronics
Unit no. 57,
SDF Bldg. Andheri (E)
Bombay 400 096
Tel. 6325045
Telex. 011-6626
Mr. M.L. Tafdon,
Managing Director

Winchester technology
non-contact flying
recording heads, arm
assemblies and complete
head assemblies and
other accessories for
disc drives and computer
peripherals.

M/ s . Tandon
Corporation
Inc., USA
(Tech & Mktg)

M/ s. Tandon Magnetics
(India) Pvt. Ltd.,
Unit no. 9, SEEPZ,
SDF Bldg. Andheri (E)
Bombay 400 096 
Tel. 6329319/9735/7636
Shri M.L. Tandon
Managing Director

Ferrite recording
heads.

M/ s. Tandon
Magnetics
Corpn.
U.S.A.

M/s. Tandon Motors
Unit no. 52, SDF II,
SEEPZ, Andheri (E),
Bombay 400 096 
Tel. 6320527/4002
Shri M.L. Tandon,
Managing Director

Special purpose
motor for electronic
industry

M/ s . Japan
Servo co. Ltd.
Japan

M/ s . Tat a Bur rough
Ltd.
SEEPZ
Bombay 400 096 
Tel. 6327247/8084/

8 56 0/8048
Mr. J.D. Sharma
(Manager Operations
& Engg.)

Computer peripherals
& IC packaging

M/ s . Bur rough
Corpn. USA
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The national radio &
Electronics Co. Ltd.
Mahakali Road, Chakala,
Andheri (E), Bombay 93 
Tel. 6327511
Telex 11-71056
Mr. A.P. Inamdar

Colour picture tube
cassettes mechanisms
Radio cassette,
Electronics tuners,
Flyback transformers.

M/ s . Hitachi
Ltd. Tokyo
Japan

M/ s. Usha Rectifiers
India Pvt. Ltd.,
101, Chiranjive Tower
43, Nehru Place,
New Dehli 110 019

Software package for
languages like pascal
cobal, fortran material
source planning, Data
base management, client
amounting package for
lawyers, doctors, etc.

Marketing tie-
up.
Envisaged.

M/ s. Dyna Comp. (I)
Pvt. Ltd.
c/o Computer automation
SEEPZ, Andheri (E),
Bombay 400 096

Linear switching
ferrite and pulse
transformers inductors
teniods, high frequency
chokes cables/harness,
plyback transformers and
deffection yokes.

M/s. Dyna
Comp.
Inc., USA
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SPEEPZ - A BACKGROUND 

Although SEEPZ was formally launched in 1974, it was not until 1981 that the

project really took off. The turning point come when the GOI introduced a 5 year

tax holiday scheme for industrial undertakings in SEEPZ: 5 years from the date

of commencement of production. All units set up in SEEPZ require prior approval

of the Ministry of Commerce and the approval process takes 45-50 days on

average. If companies do not come within 6 months of approval of application

without prior information, SEEPZ cancels the letter of intent. In 1983, 18 units

were approved of which 12 turned up. In 1984, to date 9 units have been

approved, 6 have come in while the remaining are in the process of doing so.

SEEPZ - EXPORT VOLUME 

YEAR
	

TARGET	 ACTUAL

	

1982-1983	 350	 550

	

1983-1984	 750	 880

	

1934-1985	 1300	 750 already

+ The year 1984-1985 means 1st Apr.' 1984 - 31st March' 1985

AREAS OF EXPORT 

50 % of SEEPZ exports find their way to Hong Kong and Singapore, 40 % to the

U.S.A.

EUROPEAN vs. AMERICAN/JAPANESE TECHNOLOGY IN SEEPZ VIEW 

SEEPZ view is that, except in certain limited and specified areas, European

technology in electronics lags behind American and Japanese technology.
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DEVISE 

BACKGROUND STRATEGY AND OBJECTIVES 

Devise is one of the few European collaborations that exist in SEEPZ. It is

an Indo-German joint-venture, the German being one Mr. Peter Vizentz, 8011

Putzbrunn, Postfach 1162, Munich. He is also proprietor of a German company

Megatron KG. Mr Vizenetz owns a substantial but minority share (40 %) in Devise.

Majority shares are owned by Mr. Ulhas Potnis who is General Manager of the

company.

Devise was launched in Sept. 1982 but became operational only in 1983.

Devise ostensibly manufactures elctromechanical casings for computers and

video monitors which, due to the far lower labour cost, turns out to be cheaper

than they would be in Germany. The entire production is bought back by

Mr. Vizenetz.

INSTRUMENT CASINGS & DEVISE 

Instrument casings are manufactured all over India. No technology transfer

from the German partner is involved and 100 % of production goes for exports.

PRODUCTION STRATEGY

Devise exported casings worth Rs. 300,000 in 1983. Orders worth Rs.

1,000.000 are outstanding. Manufacturing is done by batch flow process. Raw

materials are bought locally.

Instrument casings are usually customized products fabricated in strict

accordance to prefixed specifications, designs and drawings. Two designers of

Devise have been trained in the FRG. Quality control is strict and as per German

standards.
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ORGANISATION AND MANAGEMENT CONTROL 

There are just about 20 workmen in Devize's workshop. The only person in

managerial cadre is the General Manager himself. He informed me that Mr.

Vizenetz does not interfere in the administration of the company. Labour

relations are good.

FINANCIAL DETAILS 

The company has a subscribed capital of Rs. 2,000.000 and paid-up capital of

Rs. 31)0,000. Profits are not repatriated but reinvested in the company. Mr.

Potnis refused to divulge any more financial figures.

IN FUTURE 

Although managing a very small company, Mr. Potnis is hopeful for the

future. He already needs to expand capacity to meet his existing orders. He has

no diversification plans at the moment.



SECTOR: PHOTOCOPY' NG
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PHOTOCOPYING 

INTRODUCTION 

Photocopying shops are a regular sight in India at virtually every street

corner in any major city. Yet it was this sector which received the biggest

British equity investment in India in recent years. When Rank Xerox of UK formed

a new joint venture company with India Reprographic Systems, part of the Modi

Group. The new company was named Modi Xerox.

STRATEGY AND OBJECTIVES 

The agreement that signalled the birth of Modi Xerox was signed early last

year and the licence for the joint-venture was obtained from the GOI in July

1983.

All photocopying machines in India today are imported Japanese machines with

outdated technology. The components are shipped into India, assembled and sold.

With the signing of the agreement, Modi Xerox brought the latest in

photocopying technology into India. Moreover, they represent the first Xerox

equipment to be manufactured within the country itself. Thus, not only will Modi

have a technological edge over competition, it will also be substituting for

imports. Also, the new technology is believed to be more cost competitive and

here too, Modi will be one up on its competitors.

THE WORLD LEADER IN PHOTOCOPYING 

Xerox Corporation (USA) is the world leader in photocopying. Rank Xerox (UK)

is 60 % owned by Xerox Corp. and is one of the international arms of Xerox

Corporation. Xerox Corporations itself handles operations both in North and

South America. The other company of the group is Fujixerox of Japan, which again

is 60 % owned by Rank Xerox.
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INTERVIEW 

Mr. Gurmeet Butalia, Manager, Financial Planning, of Modi Xerox was

interviewed.

MARKETING STRATEGY 

a. Competitive posture 

All of Modi's competitors are small companies who assemble imported

components of photocopying machines and sell them. Modi Xerox is emphasising the

following points in its promotion strategy:

1. Modi machines will not be much more expensive than the machines

on the market today.

2. Quality of the machine and technology incorporated will be far

better than any machine on the market. The price differential,

it hopes, will be compensated by the quality premium it

commands.

3. Ihile photocopying shops today charge Re. 1/-per copy, they

will be able to retain their profit margin even while charging

Rs. 0.30 per copy with Modi machines.

4. Since Modi Xerox is going in for import substitution, it hopes

in the long run to persuade government to apply restrictions on

imports.

5. Machine speed is must faster (60 copies/min) as against 1

copy/min for machines on the market. Thus cost of operation is

far lower.

b. Estimated size of market and market share 

Modi estimates sales at start around 7003 machines a year and

increasing gradually. It hopes to sell a total of 60,000 machines in the first 5

years, 20 % of which will be exported. By the 5th year, Modi hopes to capture

50 % of the market.
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c. Range of operations 

Modi Xerox proposes for itself a broad range of operations which includes

manufacturing, selling, renting out xerox machines and finally offering copying

services.

d. Consumer perceptions, nature of market and sensitivity 

Modi wants its consumers to perceive its machines as hi-quality, medium

price.

Modi also perceives its market as price elastic and sensitive to after sales

service.

e. Positioning in the market 

Having captured the market with a technologically more advanced product,

Modi wants to stay ahead of competition even in the future by remaining

innovative. Within the next 5 years, Modi expects to introduce a later

generation model of its machine. Since it perceives market as being sensitive to

after-sales service, it proposes to offer two alternative packages to the buyer:

a. engineers from Modi Xerox will make a routine call and check the

equipment.

b. As and when machine breaks down, customer calls for assistance.

Modi expects to reach out to its customers through advertising and visual

publicity.

f. Distribution 

Modi proposes to do most of its selling using the company sales force it

proposes to train and develop and a minor part through dealers.
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PRODUCTION STRATEGY 

Manufacturing is being done using the machine-paced assembly line process.

The company has located its factory at Rampur in Uttar Pradesh. The capacity is

geared to manufacturing 10,000 machines per year per shift. When demand

increases, work will be done in more shifts. Most of the components being used

in manufacturing are being imported at the moment (85 %). By the 5th year, as

Modi starts indigenous manufacture of the components, the import volume is to

come down to 30 %.

R & D STRATEGY 

The main task facing the newly-constituted R & D department is to find ways

and means for indigenous fabrication for currently imported components.

ORGANISATIONAL STRATEGY & TECHNOLOGY TRANSFER 

While overall management control of the already 1500 employees-strong

company rests with Indians themselves, there are expatriates working in various

areas and assisting in the technology transfer process. The Project Controller

is an appointee of Rank Xerox, he oversees manufacturing, planning and control

like a General Manager and while nobody reports to him as such, he is accepted

by all as the overall co-ordinator. The technology transfer process which is

going on now, I was told, has not run into any problems and is fairly smooth.

The technology is furthermore been put under patenE protection.

FINANCIAL ASPECTS 

Dividends will be repatriated back to UK as and when distributed. The

financial structure of the company is as follows:

Investment by Rank Xerox in equity stakes	 - $ 1 million

Investment by Modi Group in equity stakes	 - $ 4 million

Shares sold on the market	 - $ 2 million

Debt	 - $ 20 million
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CONCLUSION 

At the moment, Hodi Xerox has opened shops offering copying services in all

major cities and is engaged in importing the components required for

manufacturing. Commercial production is due to start in January next, and the

company seemed confident its venture will be crowned with success.



SECTOR: INTERNATIONAL BANKING
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INTERNATIONAL BANKING 

DESCRIPTION OF THE SECTOR 

Narinan Point, the new business district of Bombay is fast becoming the home

of international banks in India. Foreign banks are rushing to set up offices in

India. "India has handled its economy extremely well and I think India's public

attitude towards foreign investment is changing, said Mr. David Rockfeller

ex-chairman of Chase Manhattan Bank in a recent visit to Delhi.

Grindlay's Bank, the oldest foreign bank leads the field with assets around

$ 950 million followed by Citibank ($ 580 million) and Hong Kong Bank ($ 440

million).

Although the economy is opening up to foreign investment and technology

transfer, India does not allow foreign banks freely to open branches capable of

accepting local deposits and making loans.

India's Central Bank, the Reserve Bank of India (RBI) permits foreign banks

to freely set up representative offices. India has 31 foreign banks, 18 of which

have 132 branches while the remaining have only representative offices. The

foreign banks are on the fringes of the Indian economy and account for less than

4 % total assets of the India banking system.

In mid-1980, only 12 foreign banks had branches in India. Suddenly in late

1930, the RBI gave permission to four foreign banks to open branches in Indian

cities. They were: Bank of Oman, Emirates Commercial Bank, Banque Indosuez and

European Asian Bank. Last year the RBI approved branches for the Bank of Nova

Scotia, the Oman Arab African Bank and the Bank of Credit and Commerce

International. This year, two more banks have received authorisation: the Bank

of Kuwait and the Bank of Bahrain. The following banks are still on the waiting

list:
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TABLE 16

Sl.no NAME OF THE BANK COUNTRY

1 International	 (Overseas) Ltd. West Indies

Cayman Islands

2 Bank Sepah Iran

3 Middle East Bank, Dubai UAE

4 Dubai Bank, Dubai UAE

5 United Arab Bank, Sharjah UAE

6 Societe Generale France

7 Credit Lyonnais France

8 Habib Bank, Zurich Switzerland

9 Chase Manhattan Bank USA

10 Bank of Montreal Canada

11 Nederiandsche iliddenstands Holland

Bank N.V.

The following banks already have branches in India:

TABLE 17 

NAME OF BANK	 No OF BRANCHES

Grindlays Bank	 56

Chartered Bank	 24

Hong Kong Bank	 20

Bank of America	 4

Citibank	 6

American Express	 3

Banque Nationale de Paris 	 5

Bank of Tokyo	 3

British Bank of Middle East	 1

Algemene Bank Nederland	 2

Mitsui Bank	 1

Sonali Bank	 1

Emirates Commercial Bank 	 1

European Asian Sank	 1

Bank of Oman	 1

Banque Indosuez

BCCI	 1

Bank of Nova Scotia



The following banks have representative offices in India: Bankers Trust Co.,

Midland Bank, Bank of Montreal, Lloyds Bank, Chase Manhattan Bank, Irving Trust,

Barclays Bank, Credit Lyonnais, Bank of Foreign Trade of USSR, Societe Generale,

Manufacturers' Hanover Trust, Chemical Bank, Amsterdam-Rotterdam Bank.

FOREIGN BANKING IN INDIA - BACKGROUND AND CHANGE 

For a decade after the nationalisation of all 14 major Indian banks in 1969,

the COI put the lid on the growth of foreign banks in India.

Traditionally foreign banks, particularly British banks, had involved

themselves in financing international trade.

Nationalised Indian banks have under GOI directives moved and expanded in

rural areas, financed farmers and rural artisans. To cover their losses, they

tried to expand overseas. The RBI, granting them permission, used the principle

of reciprocity - matching the presence of Indian banks permitted to open

branches abroad with the branches of banks of a particular country in India.

For the last three years, preference has also been given to banks of

countries not already present in India.

Banks like the Chase Manhattan still existing in the queue are trying to

prove their commitment to India by offering the best possible terms for

syndicated loans and many others are following suit.

INTERVIEW 

Miss Radhika Datta, Credit Officer of the BNP was interviewed.

BNP IN INDIA 

BNP come to India 120 years ago. But upto 1947, i.e. as long as the British

were there, the BNP hardly gained any foothold. After 1947, BNP became a prey to

different GUI regulations which effectively restricted its operation. It is only
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in the last 3 years that the BNP has really become interested in its Indian

operations and is attaching a lot of importance to it.

BNP - CHANGE IN STUDY 

The BNP's active interest in India can be attributed to several factors:

1. recession in Europe has forced it to look elsewhere for more business.

2. bad experience in Nigeria and other African countries where governments

imposed a freeze on debt repayments.

3. debt problems in Latin America.

4. problems in Iran and the Philippines.

In contrast, India has the following to offer:

1. India has always borrowed conservatively and has always serviced its

debts on time.

2. In recent years there has been a real spurt in foreign investment,

notably from the Japanese in the automobile industry.

3. Liberalised approach of the GUI towards foreign investment. Unlike

before, licences are rarely refused and the GOI has become more liberal

than ever before on the terms of royalty payment to foreign companies.

What the BNP cited in support was that India has become the single largest

profit centre for Grindlays.

BRANCHES 

In consequence with company strategy, BNP is opening a new branch in Delhi.

It already has 2 each in Bombay and Calcutta. The BNP is the 7th largest foreign

bank in India.

OPPORTUNITIES AND INTERESTS 

The BNP is not interested is small deposits and savings because it does not

have a wide network anyway. It is more interested in lending to big corporate

clients preferably IINCs sums not less than Rs. 1,00J,000.
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The BNP feels that the ceiling of 40 % equity in the non-priority sector is

not a discouraging factor for MNCs. Profits, dividends and collaboration fees

can be repatriated and India represents a large, virtually untapped, market.

GOI AND RBI REGULATIONS 

GOI regulations require all companies to approach Indian financial

institutions like the Industrial Credit and Investment Corporation of India

(ICICI) which lends at a flat rate of 14 %. If the ICICI is unable to do so, it

allows the company to borrow directly from foreign banks. RBI regulations

stipulate that interest on such loans should not be above 18 %. It is at this

stage that the competition begins. Every foreign bank, in an attempt to woo

customers, lowers its interest rate.

RBI regulations also require all banks to invest 35 % of assets in

government securities and 20 % kept in RBI cash balances. Liquidity is thus

maintained with the RBI and the bank does not have to take care of that. Foreign

banks have to pay tax at the rate of 75 % as against domestic banks who only pay

50

OPERATIONAL STRATEGY 

Although its main interest is in corporate clients, the BNP is also trying

to increase small deposits. The major thrust however, is in trying to increase

corporate current account deposits. One strategy that the BNP uses is to

approach all companies who have high and regular foreign exchange transactions.

In such cases, the bank offer very attractive exchange rates. The bank also

tries to ensure fast on-the-counter service, fast inter-bank services, and even

sometimes a waiver of charges which the bank may perform for the client. The

bank is planning to open branches and increse its exposure in the newly

industrialising cities eg Bangalore and Poona. The BNP is one of the lead banks

currently channelling French aid to the NALCO project.
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BNP wants to go in intensively into the non-funds business which it believes

is very profitable e.g. guarantees, performance bonds and security deposits not

exceeding three years and letters of credit. It believes these are "good" risks,

the business is free from regulations and earnings can be made on foreign

exchange margins.

FOR THE FUTURE 

3NP anticipates a real growth in foreign investment in India and

consequently big business. But it also expects more intense competition from the

new entrants. Here, it would like to use its competitive edge in knowledge of

the market and of the clientele, the knowledge of the rules of the game.
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BANQUE NATIONALE DE PARIS 

Schedule of Particulars of Advances Required by The Banking Regulatiqn Act, 1949
(Act X of1949) Attached to and forming part of the Balance Sheet as at 31st DECEMBER

1983 
Previous Year

Rs.
PARTICULARS Rs.	 P. Previous Year

Rs.
PARTICULARS Rs.	 P

27,03,062

NIL

i) Debts considered good in respect of which the
Banking Company is fully secured

ii) Debts considered good for which the Banking
Company holds no other security than the
debtors personal security

iii) Debts considered good, secured by the personal
liabilities of one or more parties in addition to the
personal security of the Debtors

iv) Debts considered doubtful or bad, not provided
for

TOTAL RUPEES

v) Debts due by the members of the Local Advisory
Board or Officers of the Banking Company or
any of them either severally or jointly with any
other persons

vi) Debts due by companies or firms in which the
members of Local Advisory Board of the
Banking Company are interested as directors,
partners or managing agents or, in the case of
private companies, as members

vii) Maximum total amount of advances, including
temporary advances made at any time during th
year to members of Local Advisory Board or
Managers or Officers of the Banking Company
or any of them either severally or jointly with an
other persons

viii) Maximum total amount ofadvances, including
temporary advances granted during the year to
the companies or firms of which the members of
Local Advisory Board of the Banking Company
are interested as directors, partners or managing
agents, or in the case of private companies,
as members

ix) Due from Banking Companies

18,27,36,971

2,75,01,135

13,16,64,183

NIL

13,59,44,765.83

3,43,82,748.55

12,35,76,492.20

NIL

34,19,02,289

25,01,571

29,39,04,006.58

23,32,952.70

NIL

4,35,670

NIL

27,21,497.00

NIL

3,23,989.24

p

•

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 ST DECEMBER,
1983

Previous Year
Rs.

EXPENDITURE Rs.	 P. Previous Year
Rs.

INCOME
(Less: Provision made during the year for Bad and
Doubtful Debts and other usual or necessary
provisions)

Rs.	 P

1,75,97,471 I. Interest paid on Deposits, Borrowings,
Head Office, Foreign Branches Accounts etc.

2,25,60,084.35

1,42,37,058 2. Salaries and Allowances and Provident and
Gratuity Funds

1,54,25,267.74 6,70,44,254 I . Interest and Discount including from Head Office
and Foreign Branches

4,63,74,652.00

15,600 3. Directors' and Local Committee Members' Fees 24,000.00 1,19,68,391 2. Commissions, Exchange and Brokerage 1,11,34,386.95
and Allowances 63,690 3. Rents 63,690.00

11,13,71 I
2,14,702

4.	 Rent, Taxes, Insurance, Lighting, etc
5. Law Charges

12,95,891.76
3,62,436.49

12,877 4. Net profit on sale of Investments, Gold and Silver,
Land, Premises and other Assets (not credited to

11,425.00

4,39,904 6. Postages, Telegrams and Stamps 5,10,053.98 Reserves or any particular Fund or Account)
65,000

11,58,746
7. Auditors' Fees
8. Depreciation on and Repairs to the Banking

Company s' Prope rty 

69,000.00
29,87,424.38

NIL
•

5. Net profit on Revaluation of Investments, Gold and
Silver, Land, Premises and other Assets (not credited
to Reserves or any particular Fund or Account)

NIL

12,73,233 9. Stationery, Printing, Advertisement, etc. 17,80,754.07 NIL 6. Income from Non-Banking Assets and Profit from NIL
NIL 10. Loss from sale of or dealing with Non-Banking NIL sale of or dealing with such Assets

Assets 70,334 7. Other Receipts 92,274.00
3,53,51,929 11. Other Expenditure (including Income-Tax 1,44,23,363.7.9 NIL 8. Loss for the year carried to Balance Sheet 17,61,848.61

Provision, Head Office Supervision charges and
Transfer to Investment Allowance Reserve)

76,92,192 12. Profit for the year carried to Balance Sheet NIL
1

7,91,59,546 5,94,38,276.56 7,91,59,546 5,94,38,276.56TOTAL RU PEES TOTAL RUPEES



REPORT OF THE AUDITORS
We have audited the attached Balance Sheet of the Indian Branches of

Banque National de Paris as at 31st December, 1983, and also the attached
Profit and Loss Account of the Indian Branches of the Bank for the year ended
on that date in which are incorporated the returns of the Calcutta Branches of
the Bank audited by other auditors and report that: 	 •

(a) We have obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purposes of our audit;

(h) in our opinion, proper books of account as required by law have been kept
by the Bank so far as appears from our examination of these books, and
proper returns adequate for the purpose of our audit have been received
from the Calcutta Branches;

(c) the Balance Sheet and Profit and Loss Account of the Branches of the Bank
dealt with by this report are in agreement with the books of account and the
audited returns;

(d)the report on the accounts of the Calcutta Branches audited by other
Auditors has been forwarded to us and this has been considered in
preparing our report;

(e)in our opinion, and to the best of our information and according to the
explanations given to us, the said accounts read with the notes and subject to
Notes Nos. 2 to 4 thereon give the information required by the Companies
Act, 1956, in the manner so required for Banking Companies, and on such
basis the said Balance Sheet gives a true and fair view of the state of affairs of
the Indian Branches of the Bank as at 31 December, 1983, and the Profit and
Loss Account gives a true and fair view of the Loss of the Indian Branches for
the year ended on that date.

For S. B. BILLIMORIA & CO.
Chartered Accountant

(S. J. MERCHANT) •
Partner

BOMBAY : 29th March, 1984.

NOTES
1 Particulars of Remuneration to Chief Executive

	 Previous Year
officer in India :
	 Rs.	 P.	 Rs.	 India

Salary and Dearness Allowance	 1,65,187.00
	 1,47,600.00

Other Allowances	 1.440.00
	

1,440.00
Money value of other benefits and perquisites
(including furnished accommodation and Car
calculated according to the Income-tax Rules)

	 2,31,179.19	 1,77.557.09 
3.97,806.19	 3,26,597.09 

2. Fixed Assets had been reinstated in the hooks of the Indian Branches of the Bank as at
I st January, 1969, by adopting cost in repscct of premises and income-tax written down
value in re,peut of Vehicles, Furniture and Fixtures

3. As against the Present Maximum Liability of Rs. 77,63,732.00 (Previous year
Rs. 68,80,968.00) in respect olgratuity payable calculated in accordance with provisior
of the payment of Gratuity Act, 1972 'All India Industrial Tribunal Award, the Bank
has contributed during the year a sum of Rs. 7,07,792.00 (Previous year Rs
6,45,598.00) to the Staff Gratuity Fund raising the total contribution to Rs.
60,07,124.00 (Previous year Rs. 52,99,332.00). No provision has been made in the
accounts for the balance of Rs. 17,56,608.00 (Previous year Rs. 15,81,636.00).

4. There are additional tax demands of Rs. 33.93 lacs for the accounting years from
1975-1979, arising mainly out of certain add-hacks and disallowance of 1-lead Office
charges against which the Bank has preferred appeals. As the Bank is confident of
winning these appeals, no provision has been made in connection with these demands.

5. Premises include shares in Housing Companies of Rs. 7,08,087.00 (Previous year
Rs. 7,08,087.00) on which no depreciation has been provided

6. The balance sheet and profit and loss account have been prepared in conformity with
Forms 'A' and'B' respectively of the Third Schedule to the Banking Regulation Act,
1949.

7. Previous years' figures have been regrouped wherever necessary to make them compar-
able.

As per our attached report of even date

For S. B. BILLIMORIA & CO.	 For BANQUE NATIONALE DE PAR IS
CHARTERED ACCO UN TA N TS

(S. J. MERCHANT)
	 (MR. G. HOYAMI)

PARTNER
	 MANAGER FOR INDIA

Bombay : 29th March, 1984
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AP PENDI X

CUESTIONNAIRE 

1. Why did your (parent) company set up operations in India ?
Long-term corporate strategy & assessment of India' s development
potential.

2. What is your annual turnover at present ? Sales evolution data.

3. Sector of activity.

4. No. of employees: blue collar, white collar.
•

5. Product range & nature of product s: raw materials/ intermediate

6. Size of mkt - nature of mkt - Local or export ?

7. Mkt. share: mkt. leader ? Dominant ?

8. Competitive posture: no of competitors, mkt. share of each.

9. Equity capital held by parent company.

10. Major Indian shareholder & his involvement.

11. Management control exercised by parent company.

12. Relationship with parent company - profits repatriat.

13. Govt . regul ations - perceived encouragement constraints.

14. Production technology.

15. Upstream/downstream process.

16. Licensing agreements.

17. Joint ventures.

18. Foreign collaboration.

19. Trend of Mkt: static/growing.

20. Scopte of mkt. - (local, world, etc.).

21. Stability of mkt.

22. Price sensitivity - replacement.

23. Imp. of brand image.
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24. Consumers' perception of products.

25. No. of distribution channels.

26. Nature of services offered to customers ? Sensitivity to service - Yes.

27. Size of original investment.

28. Debt & debt/equity ratio.

29. Fixed asset s.

30. Total asset s.

31. Technology transfer - willingness of parent company.

32. Technology transfer - capacity of absorb new.

33. Technology transfer - Govt. regulations. - no.

34. Technology transfer - type - upstream/downstream.

35. Degree of satisfaction over performance.

36. Feelings over parents.

37. Feelings over partners.

38. Success/ lack of success of investment strategy. with reasons.

39. Protection of technolgy by European parent - patent etc.

40. Security against nationalisation & feelings about it.

41. Import substitution	 - guaranteed local mkt ? preferential
treatment by govt. ? What does company
feel.

42. Obsolescence of facilities taken in considerations in.

43. New product introductions.

44. R & D effort, X of total budget, effectiveness.

45. Longterm strategy 	 - root firmly in mkt, expand or withdraw
gradually or leave ?

46. Labour/mngt. relations.

47. Consonance of Co's strategy with country's development goals.

48. Degree of diversification - now & in the future.

49. European counterpart - Satisfied with major Indian partner.
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50. Indian par tner - satisfied with E uro- co unt erpar t ?

51. Forward/ backward integration as a future measure.

52 . Employee satisfaction .

53. Orgn . char t	 - responsibility sharing by Europeans
& Indians

54. Sharing of profits.

55. Bias towards any particular at ate/ region ?

56. Infrastructure & future investment prospects.

57 . Overall prospect s .

58. Export promotion - EPZ.

•


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	2.pdf
	Page 1

	64.pdf
	Page 1




