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FOREIGN COLLABORATIONS. FOREIGN DIRECT INVESTMENT AND TA1AT1QN OF
FOREIGN COMPANIES IN INDIA: SOME POLICY ISSUES.*

1. Introduction;

In the sphere of international economics, one of the most 
significant developments of this century has been the growth of 
the so called multinational or transnational corporations (TNCs). 
A TNC is usually so called because while it has production or 
distribution affilliates located all over the globe, management 
control of its operations is usually centralised. Though these 
TNCs even in the 19th century, the present century has
witnessed their phenomenal growth. In a pioneering work, Barnett 
and Muller(1974) have attempted to document the growth of these 
TNCs. Though there are differences over the precise definition of 
these corporations, there is little doubt that today these TNCs 
control about 70 percent of world production and probably an even 
larger percentage of world trade. To a large extent, this growth 
has been a natural outcome of the increasing internationalisation 
of all economies consequent to the spread of instant global 
communications. What has been of particular interest to analysts 
has been a study of the nature of investment flows of these TNCs 
often referred to as foreign direct investment(FDI ) .

Growth of Foreign Direct Investment (FD1) in the developing 
countries has been most rapid in the second half of this century. 
The basic pattern has been a flow from the developed countries 
(DCs) to the less developed countries (LDCs) although there has 
been some reverse flow from the LDCs in recent years (see, Lall, 
1986). In Table 1, we can see that while developing economies 
accounted for 22.4 per cent of world FDI flows in the period

1. I am grateful to Ms. Mamta Shankar for research assistance and 
for painstakingly collecting the data.
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1971-75, by the first half of the 'eighties this share had gone 
up to 24.B per cent. A second feature of the geographical pattern 
of FDI flows shown in Table 1 is the concentration of FDI flows 
iri Latin American countries and a few countries of South Asia. 
Thus, we see that about 10 to 12 per cent of the FDI went to the 
Latin American countries and 7 to 10 per cent to Asia. However, 
following the debt crisis of the early eighties there was a 
movement of FDI away from the Latin American countries. In Table
1, while the share of Latin American countries has declined from 
13.5 percent to about 10.5 per cent, that of Asia has increased 
from 7.7 percent to 10 per cent. A consequence of the redirection 
of these FDI flows in the ‘eighties has been the emergence of 
China as the largest recipient. This is seen in Table 2 where 
China which got negligible FDI flows in the mid-seventies was the 
largest recipient by 1965. From all reports, China today gets 
about 2 billion dollars a year in FDI flows.

Another feature of FDI flows has been the change in the 
sectoral composition. In the first half of this century FDI flows 
were concentrated in the extractive industries of LDCs 
particularly in Latin America. This, of course, was a 
continuation of the colonial pattern of trade where the LDCs 
supplied raw materials for use in the manufacturing sector of the 
DCs. However, in the ‘fifties, most of the recipient countries 
were unwilling to allow foreign control over their natural

»
resources of metals, oil etc. It is well known that since the 
fifties most TNCs have been divesting themselves of investment 
in extractive industries. Consequently, the 'sixties and 
‘seventies in particular, have seen concentration of FDI in the 
manufacturing sectors. In the 'eighties one sees a further change 
in the sectoral pattern of FDI flows. Thus, in Table 3 we note 
the emergence of the service sector as an important recipient of 
FDI flows by 1985 and a corresponding decline in the importance 
of the manufacturing sector. In the early ‘fifties less than 20
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per cent of world stock of FDI was in services. BY the late 
‘eighties, this share had risen to 40 per cent IUNCTC, 1988). In 
the case of Japan, in the period 1985-90, about 75 per cent of 
FDI in the developing countries has gone to the services sector 
(UNIDO, 1990). This development, of course, has been a natural 
consequence of the changing nature of the structure of the DCs 
where the services sector is generally the largest in relation to 
the agricultural and manufacturing sectors.

What have been the sources of these FDI flows? Ue have 
already noted that the main source has been the DCs, namely, USA, 
UK, Uest Germany and France. However, some significant changes 
have been observed in the second half of this decade. Thus, 
although the USA and UK were the principal sources of FDI in the 
‘fifties and ‘sixties, a remarkable feature of the ‘eighties has 
been the emergence of Uest Germany and Japan as significant 
foreign investors particularly from the point of view of the 
LDCs. Both these countries are now second only to the USA as 
sources of FDI. This development has been mainly a consequence of 
the very large balance of payments surpluses built up by these 
countries due to the increasing strength of thoir currencies in 
the last decade or so. This increasing pluralism of FDI flows is 
continuing with countries like Hong Kong and Taiwan emerging as 
the principal source of FDI flows to countries like China and 
Malaysia. From the point of view of developing countries the most 
disquieting feature has been that, since about 1981, the LDCs 
have been losing their share of FDI in favour of DCs. This has 
been a consequence of the large foreign debts which many LDCs 
have accumulated and the integration of Europe which has led to 
TNCs attempting to get a foot-hold in the new European market 
through FDI.
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From the ‘seventies in particular LDCs have been wooing 
foreign capital for a. variety of reasons. On the one hand,., it is 
clear that official Development Assistance and other forms of 
bilateral and multilateral aid have been drying up since the 
m i d - ' seventies. In addition, FDI has come to be viewed as the 
medium through which LDCs can get access to the advanced 
technologies of the DCs and also to their markets via the 
marketing networks of the Transnational Corporation (TNCs). 
Consequently, competition among FDI receivers is now possibly 
even greater than among the FDI givers. It thus becomes necessary 
to look at the incentives given by LDCs on a comparative basis.

In this paper we will look first at the form of foreign
participation in the Indian industrial sector and see how it has 
changed over time. In Section 3, we see how tax policies have 
been instrumental in promoting or discouraging foreign investment 
when compared to the tax policies of some other LDCs. Finally, in 
Section 4, we will suggest some policy prescriptions designed to 
increase the flow of FDI to India.

2. The Indian Case

2.1 Definition of FDI.

At the very outset it is necessary to define the forms which
foreign participation can take. TNCs can interact with host
countries via FDI, portfolio investment, exports, or licensing of 
technology and patents (see, for a discussion, Frank, 1980). FDI
has a very special meaning in that it refers to flows of equity
capital into a subsidiary where the foreign investor (or TNC) has 
a controlling interest. Traditionally, this is defined as the
TNCs share of total equity capital exceeding 10 percent to 25 per
cent. However, the basic issue is to attempt to distinguish FDI 
flows from portfolio investment. Uhile the former is considered
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long term Investment the latter it typically guided by short term 
considerations of speculative gains. On the other hand, a TNC 
exports to a host country and then switches to domestic 
production when entry barriers (like tariffs) make exports 
uncompetitive (see, Horst, 1971) or when such a move is necessary 
to internalise certain owner specific advantages (see, Dunning, 
1972, 1979). However, it is clear that the essential criteria
should be ‘controlling interest* and 'long term interest*. Thus 
licensing or sale of a technology without any financial flows can 
also give the foreign investor control of the recipient firm's 
decision process. In this light it would seem wise to include in 
the concept of FDI the growth of foreign collaborations in India 
particularly after 1985.

2.2 Foreign Collaborations and FDI.

At the outset we. would like to note that for this section we 
have relied entirely on information regarding approvals given to 
foreign collaborations as listed by the Department of Science and 
Technology. In the absence of any official monitoring agency we 
have no way of finding out how many of these collaborations were 
implemented and in what form.

In India, a collaboration was expected mainly to serve the
function of bringing in foreign technology not available

t
domestically. This was outlined in the Technology Policy 
statement of 1983. Essentially a collaboration can take the form 
of either a financial collaboration, a technical collaboration or 
both. A financial collaboration can take the form of equity 
inflows or loans. Finally, a technical collaboration is one where 
the foreign collaborator undertakes to sell technical designs and 
drawings on the basis of a lump sum fee (or royalty) which is 
specified in the agreement. In actual practice collaborations 
tend to have elements of both financial and technical agreements.

5



The collaboration agreements are also subject to some 
restrictions. First, after 1966, the limit of the collaborations 
agreement is 5 years, as opposed to 10 years earlier, and 
extensions are rarely given. Second, fresh agreements with the 
same foreign partner are frowned upon. Third, the foreign partner 
is not allowed to place any export restrictions on the domestic 
partner (except to a country where the foreign collaborator 
already has an affiliate) or tie the agreement to purchase of 
inputs from a pre-specified source. Fourth, in continuation of 
the general policy on patents the domestic collaborator cannot be 
constrained in passing on the technology to other domestic 
producers. Finally, while royalty payments are restricted to 5 
per cent of the value cf production, royalties and lump sum 
payments must together not exceed 8 per cent of the value.

Table 4 shows the Jump in the number of collaborations 
particularly after 19&5. Tables 5 and 6 indicate the sectoral and 
geographical composition of collaborations. Inspection of Table 6 
reveals that the USA, Federal Republic of Germany and the United 
Kingdom account for the largest number of collaborations. 
However, the share of UK has been declining while France, Italy 
and Japan have been emerging as important partners. Second, the 
sectoral distribution of collaborations (Table 5) shows the 
concentration of collaborations in three sectors, that is,

t
Electricals and Electronics (24.8%), Industrial Machinery (18.7%) 
and Chemicals and Mechanical Engineering (24%) over the period 
1981-88.

A look at the Equity component of the collaborations (Tables 
7 and 8) and the lump sum payments (Tables 9 and 10) yields some 
interesting facts. While the geographical distribution shows the 
same picture as in the case of the total number of collaborations 
the sectoral distribution reveals that the largest equity is in
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the chemicals sector. Further, the chemicals sector is also the 
one where the contracted lump sum payments are the highest. 
Another Interesting point is revealed by comparing the total 
flows of lump sum fees and FDI. It is clear that the contracted 
outflows in the form of lump sum payments are more than twice the 
inflows in the form of FDI. Unfortunately, no information was 
available on the loan component of the agreements. However, a 
look at the aggregate actual outflows over the 'eighties (Table 
11) clearly indicates the changing nature of foreign investment 
in India. Inspection of Table 11 shows that while remittances of 
profits and dividends accounted for about 70 per cent of total 
outflows in the early 'seventies, the figure was down to about 11 
per cent by 1986/87. By 1986/87 payments for technical know how 
(lump sum payments) and royalties accounted for over 50 per cent 
of total remittances. Further, at the same time the second 
largest outflow was interest payments by the private sector 
accounting for 39 per cent of total outflows.

Looking at the pattern of foreign collaborations and 
payments over time, some broad conclusions can be drawn. For one, 
foreign partners have been opting for short term rather than long 
term commitments. This is reflected in the increasing importance 
of foreign collaborations and the greater emphasis on lump sum 
payments in the agreements. While FDI via equity flows implies a 
long term investment (since returns to the foreign investor from 
remitted profits and dividends will only accrue after a time) 
lump sum payments constitute a short term, assured and risk free 
return to technology transfers. This attitude on the part of the 
foreign partner is largely a consequence of government policy. As 
we noted earlier, a collaboration agreement is limited to 5 years 
(as against 10 years in the 'sixties) with no extensions given. 
Consequently, both the Indian collaborator and the foreign 
partner are expected to complete the process of technology
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transfer and adaptation in 5 years. Sorit tentative surveys (see, 
Ashok Desai, 1988) indicate that in fact the technology 
transferred has been rather outdated.

Another disturbing feature of the pattern of outflows is the 
importance of interest payments on foreign loans taken by the 
private sector. This is probably explained by the fact that, like 
lump sum payments, interest payments also constitute a fairly 
quick and riskless return on invested money.

We therefore conclude that quick, short term gains have been 
the guiding motive behind foreign investment and have been helped 
to a large extent by the emphasis laid by the government on 
foreign collaborations as the mechanism for technology transfer. 
We will return to this issue a little later in the di scussion on 
taxation.

3. Taxation

Taxation of income of foreign companies is compli cated 
because of the problem of determining whether the home of the 
parent company or the country where the subsidiary is located has 
the final right of taxation. Since no country would be willing to 
give up its right to tax any entity located within its 
boundaries, it is an accepted convention that the country of 
residence of the company levies its own taxes at source. However, 
to alleviate the burden of double taxation of foreign source 
income in the home country of the parent company, the home 
country usually gives a credit for foreign taxes paid with the 
credit limited to the lower of the two taxes paid. It has been 
shown that the method of double tax relief can have important 
consequences for FDI (see, for example, Horst, 1977; Pant 1989) 
However, it is not our intention here to go into the theoretical 
issues of international taxation. Further, the problems of double
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taxation of international mobile capital is to some extent 
reduced by signing of a tax treaty between home and host 
countries. Most developing countries have signed tax treaties 
with the major investor countries on a bilateral basis.

Ue have seen in Table 2 that the FDI flows in Asi a have been 
going mainly to countries like Thailand, Malay sia and China. 
India in particular has been receiving less than 200 million 
dollars annually in the form of long term equity flows. While one 
of the reasons for this has been discussed in the earlier section 
another important influence on the flows of FDI can be a 
c o u n t r y ’s tax policy.

To look at the relative taxation of foreign companies in 
India, we have tried to compare the tax policy with that of other 
major recipients of FDI among the LDCs, namely, China, Malaysia, 
Thailand and Brazil. We have looked at the policies towards
foreign investment of these countries in a format which makes
comparability with India easier. We have looked at the tax rates 
as laid out in the Direct Tax treaties of these countries with 
the major sources of FDI, namely, USA, Canada, France, Sweden, 
Italy, United Kingdom and Japan. The withholding tax rates on 
dividends, interest, technical fees and royalties for these four 
countries and India are given in Appendix A.

A perusal of Appendix A indicates that there are no major
differences in the nominal rates of withholding tax applied in 
the five countries. Some differences however do exist. Thus, 
Malaysia does not have a separate withholding rate on dividends 
which are taxed at the 35 per cent rate applied to profit income. 
However, the tax paid is allowed as a credit against income and 
profits tax to prevent double taxation. Second, China applies a
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relatively low 7 per cent withholding tax rate on patent royalty 
payments to West Germany, Italy, UK and USA and a 6 per cent rate 
in the case of. France.

However, exemptions, local laws etc. are in force in each 
country so that the effective tax rate may have little or no 
relation to the nominal tax rates. What we have tried to do in 
this section is to look at the basis on which each country tries 
to encourage FDI through a number of tax and regulatory 
concess ions.

The most striking difference in the tax treatment between 
India and the other countries is that all the four countries 
insist on a certain minimum level of FDI. Thus Thailand does not 
permit FDI below 5 million baht and has no ceiling on foreign 
ownership of equity. Similarly, Ch ina by and large encourages 
foreign investment only in equity joint ventures but insists that 
the foreign participant holds at least 25 per cent of the equity 
capital. China also imposes a ceiling of 70 per cent on the ratio 
of registered capital to the total amount of investment but 
relaxes this to 33 per cent, if foreign equity exceeds 30 million 
dollars. Indian policy on the other hand tries to limit the 
quantum of foreign equity and, as argued earlier, may in fact 
seek to discourage it all together.

A second common thread in the policies of these countries is 
to give tax concessions linked to the time period of foreign 
investment. Again, Ch ina insists that new joint ventures be for a 
period of at least 10 years with no income tax in the first two 
profit making years and a 50 per cent reduction in income tax in 
the next three years. We have already argued how the Indian 
policy militates against long term investment by promoting short 
term foreign collaborations rather than FDI.
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A third concession given in most of the other countries is 
in the context of local content, in particular, employment. 
Thailand generally insists on majority Thai owne rship of 
companies but is willing to relax this if the foreign company is 
creating local employment or locating in a backward area or 
providing some social and economic benefits. Malaysia allows 100 
per cent foreign ownership if the company exports more than 80 
per cent of its production but this export obligation can be 
reduced if the foreign company gives employment to at least 350 
Malaysians and its product does not compete with any local 
product. In fact, in Malaysia a foreign owned company can get 
upto 100 per cent of its capital expenditure as an investment 
allowance, if in addition to exporting 50 per cent of its 
production it satisfies certain other conditions relating to 
value added, local employment and location. Similarly, China also 
provides concessions for foreign companies located in notified 
a r e a s .

A careful perusal of the Indian policy shows that the only 
factor on the basis of which foreign companies get concessions is 
export obligations. Thus, for example, the 40 per cent limit on 
equity for non-FERA companies can be relaxed up to 100 per ccnt 
if the company undertakes to export 100 per cent of its 
production. In general, the Indian policy on FDI discourages long 
term investment unless a very large export commitment exists. 
While other countries also impose restrictions on foreign 
ownership the relaxation or tax concessions are not linked only 
to export performance but also to important domestic policy 
issues like employment, local content and location.
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Conclusion

Our main objective in this paper has been to look' at the 
changes in the form of foreign participation in India. Ue find 
that there has been a shift from long term FDI in the form of 
foreign equity to short term involvement via collaborations which 
ensure quick and riskless returns in the form of lump sum 
payments, royalties and interest. Our objection to this is two 
fold. First, the foreign collaborator has no long term interest 
since he has no sunk costs in the form of a share of capital etc. 
Second, the foreign investor is assured of a return irrespective 
of the long term viability of the imported technology.

We also looked at. th*? tar. fccea.fomanil: iCrf ti:oraeiif§n limMesifcimerit ;im
India and compared it to the tax treatment in China, Malaysia* 
Thailand and Brazil. The most remarkable finding is that all 
these countries place a lower limit on the amount of foreign 
equity. Further, tax concessions are based on either the duration 
of the foreign investment or the size of equity participation.

Finally, it is rather illuminating that while Indian 
concessions to foreign investment (for example in percentage of 
foreign equity allowed) are based only on export performance, 
other countries have also linked concessions to important 
domestic policy objectives like local employment, location and 
other social objectives. That employment oriented concessions in 
particular are nowhere to be found in the Indian tax and non-tax 
policies towards foreign investment, must remain the greatest 
lacunae in Indian policy planning.

To summarise, the policy towards foreign investment must 
attempt to encourage long term investment in the form of FDI via 
equity investment by the foreign partner. Tax policy needs to be 
re-oriented in this light. Some specific changes can be made. For
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one, any tax concession must be linked to the period for which 
foreign equity is committed, that is, the longer the period the 
greater the tax concessions. Second, the tax concessions can be 
graded with larger concessions, the greater the equity committed 
by the foreign investor. Third, it is necessary to impose some 
ceiling on the foreign debt to equity ratio to prevent the 
country getting into debt traps.

In concluding, we may note that it is not our contention 
that tax factors or policy towards FDI by themselves attract FDI. 
It is likely that the general environment (Labour Laws, Attitudes 
of bureaucracy to foreign investment e t c , ) is the more important 
influence on the inflow of FDI, however what we have tried to 
argue is that even in a positive environment the nature of 
Foreign collaboration in India and the inadequate tax laws are 
sufficient to scare away FDI.
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A N N E X T U R E S A.1 -  5

WITHHOLDING RATES UNDER THE DOUBLE TAX 

TREATIES IN BRAZIL, CHINA, INDIA, MALAYSIA, 

THAILAND*



A -  1

BRAZIL

Interest. Royalties paid to non-residents under Double Tax
T reaties.

1 2 3 4
Country Date of 

Treaty
Div idends Interest Royai ties Technical

Fees

F ranee 1. 1.73 15 15 10,15 or 25 -

Federa1 
Republic of 
Germany

1, 1.76 15 10 or 15 25 or 15 —

I taly 1. 1.82 15 15 25 or 15 -

Japan 1. 1,68 12.5 12,5 15 or 12.5 -

Sweden 11. 1.76 25 or 15 25 or 15 25 or 15 -

U.K. - - - - -

U.S. A. - - - - -

Nat iona1 
Laws of 
Braz iI

25, 15,8 
12, 10

25 —
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Notes:l. In case of dividends, the rate is 15* generally, but in some
cases it is 25%. In Japan's case the rate is lesser (12.5%). Under 
the National Laws of Brazil, dividends paid to individuals and to 
legal entities domiciled or resident outside Brazil are normally 
subject to a 25% withholding tax. If the dividend had already been 
subject to withholding tax at a lower rate, only the difference is 
due. The 8% ‘withholding tax’ is specifically creditable against 
the liability of the non-resident (this is additional to the 
corporate income tax).

In certain cases this withholding tax is paid at a 15% rate, 
name 1y :

(i) dividends and other similar profits distributed in cash and paid 
.by an exempted investment company;

(ii) gains reaiized from the sale of shares issued by investment
companies, as calculated in the original foreign currency;

In cases (i) h (ii) the benefits are paid on investments that
entered into Brazil prior to 29.12.1962 and if maintained in
Brazil for more than 6 years, the withholding tax is levied at the
rates given below:

Investment rca intained in Rate of withholding
Erazii t or periods tax

€ tc 7 years 12%
7 to 6 years 10%
over 8 years 8%

2. In the case of interest, the tax rate is 15% in French and Italian
treaties with Brazil, for Japan it is lesser i.e. 12.5%. In the 
case of Germany. taxation in the source country is limited to 10% 
for interest paid to a bank under certain conditions and to 15% in 
other cases. In Sweden's case interest income is taxable in both
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states but the* taxation in the source country is limited to 25% 
for interest paid to individuals or partnerships and to 15% for 
other cases. Under the National Laws, the rate prescribed is 25%.

3. The tax rates for Royalties is 25% for trade marks (applicable to 
all the treaties considered here) and 15% in other cases (under 
the Japanese treaty it is 12.5%). The tax rate is 10% for 
copyrights, films and tapes under the Brazi1-France treaty 
prov is ions.

4. Provisions for Technical fee taxation are not made under the 
treaty arrangements.
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A-2

PEOPLE* S REPUBLIC OF CHINA

and Technical Fees paid to Non -Res idents
-v - ..y - “ ■ *- *

(Including Non-Residents of Tax
Treaty Countries) Where the Incoae is not Connected with a Permanent
Establishaent** in China.

1 2 3 4
Country Date of Dividends 

treaty
Interest

(u
Royal ties 

se of equipment)
Roya11 ies 
Genera 1

F ranee 01.0,66 10 0 or 10 10 10

F.R.G 11.07.85 10 0 or 10 10 7

Japan 01.01,85 10 0 or 10 10 10

! taly 14.11.99 10 0 or 10 10 7

Swe den 01. 01.67 10 0 or 10 10 7

U.K. 25.12.54 10 0 or 10 10 <

U.S.A. 21.11.65 10 0 or 10 10 7

National 
of China

Laws 10* 
20^

20* 20b 20*
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Motes:

1. Dividends; Under treaty arrangements with all the countries considered
here, the rate of taxation on dividends fro* Chinese source is 10 
percent applicable on Foreign enterprise-other than those which provide 
advance technology and equity joint venture.

2* Interests; Under all the treaties considered here public bodies are
exempted from tax on interest from Chinese source, otherwise the rate is 
10%.

3. Royalties (General): The tax is If?* in the case of Japan and France but
the royalties paid for the use of or the right to use industrial,
commercial or scientific equipment are subject to tax on 70* of 10* of
the gross amount of such royalties in the case of U.S., U.K. and F.R.G.

For copyright, television royalties the rate of taxation for the 
countries under consideration is 10*.

4. Royalities (use of equipment): Under ail the treaties mentioned here the 
rate of taxation is 10*.

5* Hational Laws of China:

(a) The joint venture income tax applies only to one type of business
operation: the equity joint venture between foreign and Chinese
partners, where a foreign participant in an Equity joint venture remits 
abroad part of the share of the profits, the joint venture income tax Is 
withheld at the rate of 10 per cent.
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<bl The foreign En t e r p r i s e  income tax applies to b u s i n e s s  o p e r a t i o n s  
other than equity joint v e n ture b e t ween foreign and C h i n e s e  partners. 
The foreign e n t erpr ises income tax is w i t hhel d at the rate of 20% from 
gross a mo unt paid to a for eign e n t e r p r i s e  or 10* on a d v a n c e d  tec hnol ogy 
after approval by the tax authority.
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A-3

INDIA

• 11 IIIIU 1 U 1
royal ties

!lg idx l d lea l lii c t
and technical services fees paid to NRI generally

. K'.'.y.'? s '•-.-'.ii.
and under tax

treat ies where the Incone Is not connected with a permanent establishment** In

India.

1 2 3 4
Count ry Date of Dividends I nterest Roya11 ies Techn ical

t rea ties payments Service Fees

F ranee 26.03.69 - - -

F R G 15.03,59 15 0,10 or 15 - 20

Italy 12.01.31  ̂  ̂ i ~ r, . <j i x ̂ - -

Japan 05.01.90 - - -

Su eden 30.07,53 15 cr 25 0,10,or 15 20 20

U.K. 16.0-+. 31 15 0 . 1 0 , or 15 30 Ayt

U.S.A* 12.05.69 15 or 25 0 , 10, or IS­ 10, 15 , or 20 10,15,20

Kat i cna i 25 or 30 IS, 25, 30 3 0 , 5 0 , or 65 30 , 50,6 5
Laws of India 44 cr 65
regarding tax
rates
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Notes

1.

2.

(a)

{b )

5.

* Not yet in-force. (However, rec ently it was c o n c l u d e d  that Indo-US 
c o n v e n t i o n  on the avo i d a n c e  of d o u b l e  taxation and the p r e v e n t i o n  of 
fiscal e v a sion wit h regard to taxes on incomes will com e Into e f f e c t  in 
India on April 1, 1991, in respect of income a r i s i n g  In any pre viou s
y e a r ).

D iv id e nds - In the case of Japan, Italy and F ra nce national laws apply 
(i. e.25%). For the rest of the cou n t r i e s  the d o u b l e  tax c o n v e n t i o n  
specifi es 15* of the gross amount of the dividends, if the beneficial 
owner is a com pany which owns at least 1£% of the voting stock of the 
c o m pany paying the d i v iden ds and 25% of the gross a m o unt of the d i v i d e n d  
in all other cases.

Interest - In the case of Japan and Fra nce national l3ws apply. For 
rest of the cases the taxes charged shaii not exceed.

10% of the gross amo unt of the interest. if such interest is paid on a 
lean gra nted by 3 bank carrying on a bon afid e ban king bus ines s or by a 
similar financial institu tion (including an insurance company) and

15% of the gross amo unt of the interest in a!; other cases.

Exe m p t i o n s  are provided in the case of interest ber.ef ic ia 1 : y owned by 
the government, a political s u b d i v i s i o n  or iocai a u t h o r i t y  or the 
Central Eank as the case may be.

R o y ai t j es - in most of the cases i.e. i r . R. 5., Jap an :laiy, France!
national laws apply. in case of the U..-. w i t h h o l d i n g  rates will vary
b et w e e n  10-20 per cent (according to the new c o n vent i o n ).Last ly under 
the treaty a r r a n g e m e n t s  with S w e d e n  and U.K. it is 20 and 30 p e r cent 
respectively.

Technical services Fees - Same provisions as in the case of Royalties
apply. Only exception is FRG, here the tax rate for technical services
■ust not exceed 20%.
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Under the national laws - If no rate is given and the treaty does not 
specify any limitation, the national rates apply. As regards technical 
service fees, in the absence of any specific provision in the treaty the 
provisions relating to business profits will generally apply.

Some of the treaty withholding rates apply only to payments in respect
of o bl igat ions c r e a t e d  after the enforcement of the treaty.

If two treaty wi thhc id i r.g rates are given for d i v ider.ds , the i owar rate 
genera!iy applies to d i v i d e n d s  paid to cor p o r a t e  s ha reho lder wh i c h  have 
at least a specifi ed per c e n t a g e  sha reholding in the paying c o i p a n y .

Cer t a i n  exe mptions f rom w it hhol ding tax for interest g e n eral ly apply 
If, there are two treaty rates of withholding, the lower rate generally 
applies to interest paid to a bank or financial institution.

The rate of income tax a p p l i c a b l e  to foreign c o m p a n i e s  on assess-T-ent for 
the year 1956/69 is generally 65*. A I owe r rate of 53% applies to 
royalties and technical ser vice fees received from the g o v e r n m e n t  of 
India for agr eeme nts made between 30.3.61 - 1.4.76 for royalties and 
a g r e eme nts made bet ween 2 9 . 2.64 - 1.4.76 for technical ser vice s fees.

D i v ider.ds: 25% w i t h h o l d i n g  rate on Income by way of dividends.

interest i n c o m e : Interest pay able on money bor rowed or debt incurred in
foreign cur rency is 2 5 % ; and 44% on interest payable on a tax free 
security. 15% interest is pay able on a tax free sec urit y by n o n -res ident 
i nd i v i d u a 1.

Royal ties: 30% on income by way of royalties p a y able by the gov ernment 
or an Indian con c e r n  in pursuance of an a g r e e m e n t  made with the 
gov ernm ent or the Indian c o n c e r n  after 31.3. 1976, whe re such royalty is 
in c o n s i d e r a t i o n  for transfer of all or any rights in any book, on a 
s ubject which may be imported under an open general licence acc o r d i n g  to 
the import trade control policy for the period 1.4.77 - 31.3.78.

For agr eeme nts b e t ween 3 1 . 3 . 6 1  - 1.4.76 - 50* (in cluding the granting of 
a licence) in respect of a copyright.
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A-4

Malaysia Withholding Tax Rates (in X) on Malaysian Source Dividends, Interest.
Royalt ies and Technical Fees Paid to Non-residents (including Non-Residents of
Tax T_reaty Countries) where the Income__is not Connected with a Peraanent
Establishaant* *_in Malaysia.

2 3 4

•d or 13

U.S.A.

0 or 15 3, 10

i t a  > y 0 or 15 0 or 1'

3 0 , 0  1. 70 0, 10, 15 10 or I.1

21.11,70 0 or 15 i?

U.K. }0. 03, 73 N i I 0

National Law; Nil 0 or 20 0 or 1! 15
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Piv i d e n d s : M a l a y s i a  does not at present levy a sep arat e wi t h h o l d i n g  tax
on dividends in a d d itio n to the tax levied at a rate of 35X on profits 
on income of a company. Upon paying a div iden d a com pany resident in 
M a l a y s i a  is required to deduct tax at the company rate of 35 per cent, 
where no d e d u c t i o n  of tax is made the tax is d e e m e d  to be w i t h h e l d  on 
the d i s t r i b u t e d  d i v iden d as an advance tax by the d i s t r i b u t i o n  company. 
The tax so ded ucte d or deemed to be ded ucte d is c r e d i t a b l e  against the 
company income tax due by the paying company on the profits or income.

At the end of each ass essm ent year two totai amounts must be det ermi ned 
for each resident company in Malaysia, one totai represents the tax paid 
or payable by the company on its profits or income and the other 
represents the tax ded ucte d or deemed to be ded ucte d from dividen ds paid 
to its shareholders. Where the former total exceeds the iatter, the 
d i f f ere nce is car ried forward for franking future dividends, where the 
iatter exceeds the former the excess becomes debt due to the trea.sury. 
The ded u c t i o n  of tax on dividends paid during the ass e s s m e n t  year is an 
und erlying tax of the company resident in M a l a y s i a  levied on the profits 
or income out of whi ch the dividends are paid and not a s e p a r a t e  tax on 
dividends. In addition, companies resident in M a l a y s i a  pay a dev elo p m e n t  
tax on d e v e l o p m e n t  source income.

Loan I n t e r e s t : The tax rate under the treaties is generally 15%, Under 
the national laws the withhol ding tax on loan interest from M a l a y s i a  
paid to non -res ident s is levied at the rate of 20* of the gross amount. 
Interest arising from an app roved loan for financing d ev elop ment 
projects or for the purchase of capital equipme nt for d e v elop ment 
projects and loans from a non -resident bank to a bank in M a l a y s i a  and 
interest paid by banks licensed under the Banking Act 1973 are exempt 
from M a l a y s i a n  wit hho l d i n g  tax.

Cer t a i n  other exe mpti ons are also provided in the case of specific 
treaties. They are as follows:
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(a) in the case of France and F. R,5.. interest f r o m an approved i can for
f inancing develop ment projects or for the pur chase of capita! equipment 
for de v e l o p m e n t  projects in Mal a y s i a  is exe mpt from tax in Malaysia.

(b! in the case of Italy, interest from an a p p r o v e d  loan or long term Loan
shall be exempt from tax in Malaysia.

(c) In the case of Sweden h U.K., if the loan or indebtness has been
app r o v e d  by the gov ernment of Malaysia, such interest shali be exempt 
from tax in Malaysia.

<d) in the case of Japan, interest arising fro m the Malaysian government,
its local authorities and financial institutions' der ived by the
gov ernment of the other contrac ting State, (including its subsdivis ions 
and financial institutions) is exempt from tax in Malaysia.

(e! In the case of Japan, if the loan or indebtness in respect of which the
interest is paid is made to or incurred by an ent erpr ise engaged in an 
industrial underta king the rate is m a x i m u m  10*.

(3) Royalt i e s : When the payer in M a l a y s i a  is liable to pay royalties derived
from M a l a y s i a  to any other person including a company not known to him
to be resident or to have a place of bus iness in Malaysia, at the time of 
payment, he shall upon paying or c re diti ng the royalty, deduct therefrom 
income tax at the rate of 15*.

The following exemptions are given in the case of France, FRG and 
S w e d e n :

If the a g r eeme nt under which such royalties are payable has been 
a p p r o v e d  by the gov ernment of M a l a y s i a  they shall be exempt from tax in 
Malaysia, In the case of U.K. the beneficial owner is exempt from tax 
on "approv ed industrial royalties" eng a g e d  in one of the following 
ac t iv i t ies : -
(i) Manufacturing, a s s embl ing or pro c e s s i n g

(ii) construction, civil eng ine e r i n g  or s hi p building
(iii) electricity, hydraulic power, gas or water supply.
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in aome cases (France, FRG and Japan) the treaty rate is 10%, if not 
exempted.

4. Technical F e e s :- Tax is w i t hhel d at 15% for all countries except FRG, 
whe re specific treaty pro v i s i o n  grants relief from tax with respect to 
special classes of income.

* In the updated version (supplement 80) w.e.f. April. 1991, the rates
per taining to France for R oy alti es are 0,10,15.

*** For UK the rate is 10% w.e.f. April 1991.
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Thailand

Withholding tax rates (in percentages) on Thai-source Dividends, 
Interest, Royalties and Technical Fees paid to non-resident (including 
non-residents of tax treaty countries) where the lncoae is not connected 
with a permanent establish»ent»* in Thailand.

A-5

1 2 3 4«*«

Cou n t r y Date of 
treaty

Di v idends I nterest Patent 
R oya 11 ies

Technical

a a a a
F ranee 27,12,74 15 or 20 

a
0,3 or 10 

b
10 or 15 10 or 15

FRG 10.07.67 15 or 20 
b

0, 10,25 
b

15 15

Italy 22.12,77 15 or 20 
c

0, 10,25 
c

15 15

Japan 01,0 3 , 8 3 15,20,25
d

0 or 10 15 15

Sweden 20.10,81 20 0 ,1 0 , 2 5 15 15

U.K. 19.02,51
d

15 or 20
b

0 , 1 0 , 2 5 15 15

U.S.A. - - - - -

National Law 20 0 , 1 0 , 2 5 25 25
in Thailand 7-55* 7-55* 7-55* 7-55*
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Notes:* Individual income tax rates, levied progressively from 7 to 55*
will be withheld from payments in respect of these items if paid 
to non-resident individuals of Thailand. In the updated version as 
of April 1991 (supplement 80), these provisions no longer apply.

!• Pividends: (a) In the case of France and F.R.G., if the
beneficiary of the dividends is a company (partnership excluded) 
owning at least 25* of the capital of the Thai company paying the 
dividends and is engaged in an industrial undertaking the tax 
shall not exceed 15* of the gross amount of the dividends, in all 
other cases the rate is 20*.

(b) The Thai tax shall not exceed 20* of the gross amount of the
dividends if the company paying the dividends is engaged in an 
industrial undertaking or if the recipient of the dividends is a 
company resident in Italy owning at least 25* of the voting shares 
of the Thai company or 15*, if both conditions are fulfilled.

(c) The tax shall not exceed 25* on dividends paid by a corporation of
Thailand to its parent corporation (which owns 25* of the shares 
with voting powers) in Japan.

(d) The Thai tax on dividends shall not exceed 20* of the gross amount
of the dividends if the Thai company is engaged in an industrial 
undertaking or if the U.K. company receiving the dividends 
controls atleast 25* of the voting power of the Thai company, or 
15* of the gross amount of the dividends if both conditions 
mentioned above are fulfilled, provided the dividend received is 
subject to tax in the U.K.

The national law stipulates 20* tax rates.

2. Interest (a) In the case of France, in addition to the taxation
of interest according to the laws of Thailand, the convention 
provides that the tax shall not exceed 3* of the amount of the 
interest paid on loans or credits which are granted for a period 
of 4 years or more with the participation of a Public Finance 
organization to a public utility authority or to an enterprise in
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France and which are big to the sale of plant and machinery or 
studies relating to the equipping of, or the supply of industrial 
commercial or scientific installations as well as public works and 
10* when the interest is paid to any financial establishment in 
France.

(b) Interest arising in Thailand and received by the government of the 
other contracting state (including local tax in Thailand, Interest 
paid to financial institutions or insurances companies, is subject 
to a rate not exceeding 10% or 25% of the gross amount of all 
other interest arising in Thailand (applicable to F.R.G., Italy, 
U.K.).

(c) In the case of Japan interest received by the government of Japan 
including a local authority of a Financial Institution fully owned 
by the government of one of the contracting states shall be exempt 
from tax in Thailand. Interest received by a resident of Japan on 
bonds issued by the government of Thailand including a local 
government shall be exempt from tax in Thailand. The rate of tax 
is 10% on interest received by any Financial institution including 
an insurance company resident in Japan on debentures issued by or 
on loans made to an enterprise of Thailand engaged in an 
industrial undertaking. Under the national laws for interest 
payments, interest paid to foreign banks or insurance companies is 
subject to a rate of 10%. In all other cases the rate is 25%.

Interest paid by the Thai government or by a financial institution 
organized to promote agriculture commerce or industry is exempt 
from tax. Exemption applies also when interest is paid to the 
national government or a local government of the other state or in 
some cases to its Central Bank or certain public institutions.

3.. Patent Royalties: (a> In the case of France, generally 10% rate
is applicable when the tax levied is on royalties arising in 
Thailand relating to experience acquired in the industrial field 
and for all other cases it is 15%.
For other countries under consideration the 15% rate is 
applicable. Under the national laws 25% rate is applicable.
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4.x** Teohn ioai r ̂ 93 : Same pro visi ons apply 3 3  in 0 3 5 9  of Soyai t las. 
These provisions no icnger appiy w.e.f. April 1991.

«* For the purposes of double tax treaty conventions, the term 

•Pe r m a n a n t  Establishment* w h e r e v e r  used means a fixed place of 
bus ines s through which the b u s i n e s s  of an ent erprise is wholly or 
partly carried on.
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Table 1: Distribution of FDI Inflatis by (tajor Regions,
Annual Averages in Selected Periods

(Aaount in billion US dollars, and Relative Share in Percentage)

1971-75
Aaount Share

1975-80 
Aaount Share

1981-85
Aaount Share

Nor Id 15.60 100.00 32.10 100.00 48.70 100.00

Developed Market Econoties 12.10 77.60 24.60 76.60 36.60 75.20

Developing Economies 3.50 22.40 7.50 23.40 12.10 24.80

-Latin Aaerica 2.10 13.50 4.00 12.50 5.10 10.50
u

-Asia 1.20 7.70 2.00 6.20 4.80 9.90

-Others 0.20 1.20 1.50 4.70 2.20 5.40

Sources: United Nations,"Transnational Corporations in torld Developcent—  
Third Survey", op. cit.,p. 286,and "Transnational Corporations in world 
Bevelopaent-- Trends and Prospects", op. cit., p.76

Notes: a) Including the Caribbean.
b) Including Island Developing Countries in the Pacific
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Table2iSelected Developing Economies In The ESCAP Region. FDI Inflows, Various years and Periods
Million US *

1975 1980 1981 1982 1983 1984 1985 Annual1975-80 Average1981-85
Total 1647.30 3197.10 5267.80 4827.50 4720.00 4773.30 4494.00 2007.20 4816.70
BRUNEI 0.90 -19.60 6.20 3.60 0.80 0.80 -4.00 2.30CHINA 57.00 265.00 429.50 636.10 1257.70 1659.10 796.50FIJI 14.10 36.40 36.20 36.80 32.10 23.40 33.80 10.10 32.40HONG KONG 199.20 273.90 1087.90 651.80 603.00 681.70 -216.00 241.10 561.70INDIA 85.10. 79.20 91.90 72.10 5.60 -36.90 70.00 41.00 40.50INDONESIA 475.90 179.60 133.20 226.30 288.60 226.50 272.10 289.90 229.40NALASIA 350.90 934.50 1265.20 1397.70 1260.40 797.50 694.50 524.30 1083.00PAKISTAN 25.50 58.60 107.30 65.10 31.00 55.40 134.00 32.80 78.60PAPUA NEM GUINEA 75.60 86.30 86.10 139.40 115.90PHILIPPINES 98.30 -106.70 172.20 15.50 104.80 9.20 -11.20 73.60 58.10REPUBLIC OF KOREA 57.10 7.80 101.40 68.40 69.50 111.70 230.50 60.70 116.30SINGAPORE 286.50 1119.30 1409.10 1391.10 995.20 883.60 973.70 502.00 1130.50SOLOHDN ISLAND 7.90 2.50 0.20 1.00 0.30 1.80 0.90 4.60 0.90SRI LANKA 0.10 43.00 49.30 63.60 37.70 32.60 30.90 15.00 42.80TIAHAN(CHINA) 19.80 166.00 151.00 104.00 149.00 201.00 tifl OA 91.30 189.00THAILAND 21.90 190.00 293.60 193.20 349.60 403.90 161.40 85.20 280.30VANUATU 7.00 5.90 7.60 4.60VIETNAM 4.10 17.90 11.90 -0.10

Source-.United Nations ' Transnational Corporation In Nor Id Developaenf-Trends and Prospects,op. cit., Annex Table A.1, pp. 506-507.
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Table 3: Selected Developed Market Economies; Sectoral Distribution
'* of Outaard Stock of FDI, 1975 and 1985 (in percentage)

COUNTRY Extractive Manufacturing Services Others
1975 1985 1975 1985 1975 1985 1975 1985

Canada 21.1 22.90 50.50 46.20 28.40 30.90 NA NA
FR6 4.10 3.80 48.30 43.00 41.90 48.30 5.70 4.90
Japan 26.16 15.50 32.30 29.20 36.20 51.80 3.40 3.50
UK 11.10 33.30 59.50 31.80 29.40 34.80 NA NA
USA 26.40 23.10 45.00 37.90 24.30 33.70 4.30 5.20
Netherlands 46.50 55.40 38.60 22.20 14.70 22.10 0.30 0.30

Source: United Nations Survey of Transnational Corporations TNC s in ttorld Development: Trends and Prospects 
(N.Y, 1988), Table V.4, page 86.
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Table 4: Foreign Collaboration Approvals: 1965-88

Year Total No. of Cases involvingPercentage Cases
Collaborations FDI with FDI

1965 241 71 29.5
1966 202 49 24.3
1967 182 62 34.1
1968 131 30 22.9
1969 134 29 21.6
1970 183 32 17.5
1971 245 46
1972 257 36 14.0
1973 265 34 12.5
1974 359 55
1976 277 39 14.1
1977 267 27
1978 307 44
1979 267 32 12.0
1980 526 65 12.4
1981 389 56 14.4
1982 588 113 19.2
1983 673 129 19.2
1984 740 148 20.0
1985 1041 256 24.6
1986 960 256 26.7
1987 903 259 28.7
1988 957 289 30.2

Total 12847 2724

Source: National Register of Foreign Collaboration:1988 
Departnent of Scientific & Industrial Research 
Ministry of Science k Technology, New Delhi
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Table 5;
Foreign Collaborations: Sectorwise Distribution 1981 -88

Sector Nos. X
Alternate/Renewable Energy 38 0.60
Chemicals m 11.70
Electrical & Electronics 1531 24.80
Industrial Machinery 1156 18.70
Mechanical Engineering 751 12.20
Machine Tools 176 2.80
Metallurgy 314 5.10
Textiles 87 1.40
Transport 287 4.70
R %. D/Consultancy 75 1.20
Wise, 1034 16.80

Total 6169 100.00
Source : Sa« as Table 4
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Tabla 6 : Fort19a Collaboration Approvals: 1978-69

Countries 1976 1979 1981 1981 1982 1983 1984 1985 1986 1987 1988 1989 X Of Total
(in 1989)

USA 59 48 125 85 100 135 146 197 189 196 191 127 21.0

FR6 58 55 100 74 110 129 135 180 183 149 176 112 18.5

UK 61 63 110 79 106 119 127 147 130 122 134 66 15.7

JAPAN 28 12 34 27 51 56 78 108 111 71 96 62 9.9

ITALY 12 16 25 18 37 30 37 56 58 50 53 37 5.6

FRANCE 21 17 24 22 28 40 38 61 39 214 42 22 5.1

SWITZERLAND 18 14 38 26 41 47 30 42 32 31 41 22 4.8

ICnCRLilNDS 10 6 8 9 14 12 14 16 26 23 15 12 2.1
ggnm 8 5 10 11 15 15 14 29 29 19 11 17 2.4

CANADA 3 2 2 1 6 8 15 15 9 10 6

FINLAND I 3 5 2 4 1 2 4 5 2 10 5

USSR 2 2 6 2 2 4 1 4 5 6 7 9

TOTAL 307 267 526 389 590 673 752 1024 957 853 926 605

Sourc*t"QUE Econouc Outlook* 18 SeptMbcr 199# and 
Foreign Collaboration19881'

“Thu National Ragisttr of



Table 7SectorMise Distribution of Payaents Approved 1981-88
Rs. in Million

Sector 1981 1982 1983 1984 1985 1986 1987 1988 Total X
Alternate/Renewable Energy Sources NA 0.70 0.60 6.10 31.00 6.70 1.60 10.50 57.20 0.20
Chemicals 107.66 240.70 498.40 1340.30 936.50 3029.90 1834.80 2137.30 10125.50 37.50
Electrical % Electronics 72.50 456.50 262.00 322.60 1061.10 1302.60 682.40 826.70 4986.40 18.50
Industrial Machinery 98.30 211.00 257.50 325.00 826.90 127.10 350.30 1160.00 3336.10 12.40
Mechanical Engineering 47.10 192.10 108.50 172.30 162.40 319.50 239.50 239.00 1480.40 5.50
Machine Tools 10.40 3.30 24.20 82.70 47.80 39.00 68.10 79.40 354.90 1.30
Metallurgy 31.40 123.70 34.80 92.00 363.00 428.60 514.00 432.30 2019.80 7.50
Textiles 116.70 22.30 19.90 86.20 317.30 24.70 12.40 84.20 683.70 2.50
Transport 35.10 89.40 131.20 72.00 144.80 131.00 106.80 116.50 826.80 3.10
ft 4 D/Consultancy NA 16.10 23.00 4.30 56.20 NA 33.90 76.00 209.50 0.80
Misc. 46.00 85.60 191.00 499.80 558.30 473.20 338.80 676.80 2869.50 10.70

Total 565.10 1441.40 1551.10 3003.30 4505.30 5882.30 4182.60 5838.70 26969.80 100.00
Source: Saae as table 4
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Tabic 8:Foreign Investaentdncluding fill) 
Sector wise in Rs. Million

Sector 1981 1982 1983 1984 1985 1986 1987 1988
CHEMICALS 10.9 795.95 7.576 709.43 88.23 300.08 na 679.1
ELECTRICALS 8.6 44.814 78.358 56.67 301.11 301.17 na 372.6
INDUSTRIAL MAQUWRY 23.48 47.501 20.695 52.84 33.37 10.48 na 49.6
MECHANICAL ENBINEERINB 10.42 166.2 23.395 45.6 83.66 80.057 na 141.5
HETULLAR6Y 1.11 6.044 5.16 24.63 147.79 137.84 na 147.5
MISCELLANEOUS 10.61 153.108 276.554 232.1 473.42 251.12 na 1123.7
TOTAL(INCLUDINB OTHERS)

108.7 1508.0 618.7 1127.6 1420.74 1258.4 169.87 2709.1

SourceNational Register of Foreign Collaborations, various issues.
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Table 9:Lua>sua Payments (Countrywlte).in Rs. Million
Country 1981 1982* 1983 1984 1985 1986 1987 1988
USA 246.63 605.46 397.95 289.487 1145.207 2121.0 na 1099.5
FR6 131.14 235.8 226.55 362.12 165.89 1364.1 na 1074.9
UK 59.819 152.855 157.87 377.443 536.43 619.3 na 1242.8
JAPAN 30.78 192,87 117.6 237.42 262.53 494.4 na 795.4
S. KOREA 0.45 29.01 2.811 15.26 na na 15.6
ITALY 31.5 46.24 22.058 183.97 215.03 235.1 na 144.2
FRANCE 38.98 268.00 70.79 159.13 150.865 87.0 na 494.7
SWITZERLAND 24.82 96.43 58.14 10.29 85.48 221.2 na 495.0
SWEDEN 10.75 31.81 18.99 7.14 43.49 na 30.6
CANADA 0.12 0.26 10.975 11.05 77.35 na 13.6
TGTAL(lNCtUDlN6
OTHERS)

565.1 1441.4 1551.1 3003.3 4505.3 5882.3 4182.6 5838.7

Source :Sa« as Table 7.
• Unexplained discrepancy in the total of 1982
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Table 10 Foreign Investment 1981*86
Rs in Million

Country 1981 1982 1983 1984 1985 1986 1987 1988 Total X
USA 22.5 73.6 138.9 132.0 589.8 390.9 454.9 983.1 2785.7 26.7
FR6 54.2 35.3 48.4 46.6 139.3 228.8 165.9 378.4 1096.9 10.5
UK 7.1 25.1 98-o 42.1 40.9 81.4 503.0 111.1 908.7 8.7
JAPAN 6.5 1011.1 160.8 72.7 171.0 56.2 77.1 243.8 1799.2 17.3
ITALY 0.5 59.9 11.5 8.0 86.7 29.6 81.0 347.6 624.7 6.0
FRANCE 0.8 25.8 8.0 16.6 59.8 19.0 53.6 181.6 365.2 3.5
SWITZERLAND 6.5 112.7 11.3 2.4 11.3 34.5 89.6 108.5 376.8 3.6
SWEDEN NA 15.3 8.0 15.8 18.7 47.5 22.4 4.4 132.1 1.3
fCTHERLWffiS 0.8 NA 26.9 MA 7.0 70.8 10.4 13.6 129.5 1.2
OTHERS 9.9 149.2 106.9 791.4 278.2 299.7 240.8 334.0 2210.1 21.2

Total 108.7 1508.0 618.7 1127.6 1402.7 1258.4 1698.7 2706.1 10428.9 100.0
Source :Sae as Table 4
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Table ll:Re«ittance of Profits.Dividends etc. fro« India To Other Countries: 1964-65 to 1986-87

Profits Dividends Royalties Technical Interest Fees pavwnt by Pvt.Sector
Total

1964-65 15.66 22.00 4.46 3.66 6.26 51.86
(30.1) (42.5) (8.5) (6.9) (12.0)1965-66 13.50 19.46 2.95 6.96 42.63

1966-67 14.47 28.77 5.13 16.43 58.80
1967-68 15.95 32.76 4.32 14.68 67.651968-69 12.96 36.25 4.78 17.97 12.73 78.65
1969-70 12.72 31.41 5.80 13.65 9.28 72.26

(17.6) (43.4) (8.6) (18.6) (12.9)
1976-71 13.12 43.48 5.23 26.63 12.80 95.26
1971-72 9.94 38.87 5.86 13.96 12.13 86.76
1972-73 15.54 39.68 7.33 11.33 15.66 68.86
1973-74 21.91 37.51 6.21 14.68 16.27 95.98
1974-75 7.19 18.46 8.46 12.56 36.70 83.37
1975-76 20.-36 24.84 16.49 25.66 24.65 166.66

(19.2) (23.4) (9.9) (24.2) (23.2)
1976-77 19.39 48.47 15.88 37.80 25.11 146.65
1977-78 16.13 68.61 19.56 28.14 22.70 148.48
1978-79 10.24 45.35 12.65 55.52 31.44 164.26
1979-80 14.37 56.92 9.53 43.97 25.22 144.61
1980-81 21.16 55.92 8.88 164.93 22.32 264.15
1981-82 12.16 58.92 15.99 276.76 41.68 398.85
1982-83 19.12 76.31 39.72 258.58 80.23 467.96
1983-84 26.60 62.11 27.66 314.89 81.51 566.11
1984-85 16.68 74.58 28.49 366.66 123.91 544.26
1985-86 11.80 75.26 23.50 367.90 218.70 697.16
1986-87 11.66 85.56 46.16 358.46 318.90 813.56(1.3) (16.5) (4.9) (44.0) (39.2)
Source: Q1IE, Econociic Outlook: ,September 1996 
<fete:Figures in the Parenthesis are Percentage of Total.

42



REFERENCES

1. Barnett, R, J . and Muller, R.E, Global Reach: The Power of
the Multinational C o r p oration, Simon and Schuster, 
N.Y. (1974).

2. Desai, A , (1968), Technology Absorption in Indian Industry
(ed. ), Wiley Eastern Ltd., 1988.

3. Dunning, J,H, "Capital Mobility in the Twentieth Century*,
in J.H. Dunning(ed) International Investment. 
Penguin Books Inc,, Baltimore, Maryland, 1972,

4. -------------------(1979), "Explaining Changing Patterns of
International Production: In Defence of the
Electric Theory", Oxford Bulletin of Economics and 
Statist ies, Vol. 41, No.4.

5. Frank, I. Foreign Enterprises in Developing Countries, John
Hopkins Univ. Press, Baltimore, M.D. (1980).

6. H o r s t ,  T,(1977), "American taxation of Multinational Firms",
American Economic R e v i e w . V o 1.69.

7. ----------------(1971), "The Theory of the Multinational Firm:
Optimal Behaviour Under Different Tariff and Tax 
Rates", Journal of Political Economy, Vol.79,

8. Lai I, R,B. (1986), Multinationals from the Third W o r l d ,
Oxford University Press, India.

43



9. Pant, M , (1989), "A Financial Model of the Multinational 
Corporation", Indian Economic Review. Vol.XXIV, 
July-Dee.

10. Department of Science and Technology, National Register of
Collaborations. (various issues). Govt, of India.

11. Surveys of Third World Development, United Nations Centre
for Transnational Corporations, New York (various 
issues).

12. United Nations Centre for Transnational C o r p o r a l i o n s (1988), 
Transnational Corporations in World Development: 
Trends and Prospects, N.Y.

13. United Nations International Development Organisation, 
Foreign Direct Investment Flows to Developing 
Countries: Recent Trends, Major Determinants and
Policy Implications, Vienna, July, 1990.

44



MU¥P tKXKHG BAFSB SERIES : 1980-91

Mooddxigi*~W-----M_raper no.
Title Author's Mane

1/90

2/90

3/90

4/90

5/90

6/90

7/90

8/90

9/90

10/90

11/90

12/90

Economic Reforms in China 
and their Inpact : An Overview
A Note on the Measurement of 
Import Substitution
Regional Pattern of Development 
in India
Growth of Manufacturing 
in India 1975-76 To 1985-86:
A Disaggregated Study
Intergovernmental Fiscal Trans­
fers In India; Some Issues of 
Design and Measurement
Taxation, Non-Tax Policy And the 
Economics of Equipment Leasing
An Empirical Analysis of 
Redistributive Impact of the 
Personal Income Tax:
A Case Study of India
Liberalisation of Capital Goods 
I noports in India

Maintenance of Highways - An 
Evaluation
A Hybrid Model of Growth with 
Overlapping Generations
Determinants of India's Foreign 
Trade
On Local Measures of Tax 
Progression: Applications in 
Tax Design

Amaresh Bagchi 
(February, 1990)
Hasheem N. Saleem 
(March, 1990)
Una Datta Roy Choudhury 
(June, 1990)
Sahana Ghosh 
(June, 1990)

M.Govinda Rao 
Vandana Aggarwal 
(June, 1990)
Arindam Das-Gupta 
(July, 1990)
Pawan K Aggarwal 
(July, 1990)

B.N. Goldar 
V.S. Renganathan 
(August, 1990)
Sudha Mahalingam 
(September, 1990)
Hiranya Mukhopadhyay 
(October, 1990)
A.V.L. Narayana 
(November, 1990)
Pawan K Aggarwal 
(December, 1990)



Working
W%-----M-raper no.

Title Author's Ekwe

1/91

2/91

,3/91

4/91

5/91

6/91

7/91

8/91

9/91

Do Bate Schedules Affect 
Sensitivity of Personal Income 
Tax? An Evidence from a 
Developing Country
Effect of Domestic Government 
Debt on Private Consumption 
And Saving in India
Reforms in Indian Sales Tax 
System

Monitoring Budget Deficits with 
Time Series Models Some 
Observations
Public Expenditure in India: 
Emerging Trends

A Hew Global Measure of 
Tax Progressivity
A New Hybrid Measure of 
Tax Progressivity
Priorities in Resource Allocation 
for Health Care in India:
A Basic Needs Approach
Domestic Market Structure And 
Exports in a Developing Country

Pawan K Aggarwal 
(January, 1991)

S Gopalakrishnan 
(April, 1991)

Mahesh C Purohit 
(June, 1991)
JVM Sarnia 
(June, 1991)

M Govinda Rao 
V B Tulasidhar 
(June, 1991)
Pawan K. Aggarwal 
(August, 1991)
Pawan K. Aggarwal 
(August, 1991)
K.N. Reddy 
K.K. Tripathy 
(August, 1991)
Murali Patibandla 
(October, 1991)

10/91 Tax Reform in Developing Countries Amaresh Bagchi
Agenda for the 1990s (November, 1991)



NATIONAL INSTITUTE OF PUBLIC FINANCE AND POLICY
MEM DELHI

LIST OF PUBLICATIONS

1. Incidence of Indirect Taxation in India 19 7 3 .7 4 R.j. Chelliah & R.N. Lai
(1978) Rs 10.

2. Incidence of Indirect Taxation in India 19 73 -7 4 R.J. Chelliah & R.N. Lai
(Hindi Version) (1981) Rs 20.

3 . Trends and Issues in Indian Federal Finance R.J. Chelliah & Associates (Allied
Publishers) (1981) Rs 60.

4. Sales Tax System in Bihar* R.J. Chelliah & M.C. Purohit (Soraaiya Publications) 
(1981) Rs 80.

5. Measurement of Tax Effort of State Governments 1973-76* R.J. Chelliah & N.
Sinha (Somaiya Publications) (1982) Rs 60.

6 . Inpact of the Personal Income Tax Anuparn Gupta & Pawan K. Aggarwal (1982) Rs
35.

7 . Resource Mobilisation in the Private Corporate Sector Vinay D. Lall, Srinivas
Madhur & K.K. Atri (1982) Rs 50.

8 . Fiscal Incentives and Corporate Tax Saving Vinay D. Lall (1983) Rs MO.
9. Tax Treatment of Private Trusts K Srinivasan (1983) Rs 140.
10. ventral Government Expenditure: frowth, Structure and Impact (1950-51 to

1978-79) K.N. Reddy, J.V.M. Saraa & N. Sinha (1984) Rs 80.
11. Entry Tax As An Alternative to Octroi M.G. Rao (1984) Rs 40 Paperback, Rs 80

Hardcover.
12. Information System and Evasion of Sales Tax in Tamil Nadu R.J. Chelliah & M.C.

Purohit (1984) Rs 50.
13. Evasion of Excise Duties in India: Studies of Copper, Plastics and Cotton 

Textile Fabrics (1986) A. Bagchi et. al (1986) Rs 180.

14. Aspects of the Black Economy in India (also known as "Black Money Report")
Shankar N. Acharya & Associates, with contributions by R.J. Chelliah (1986)
Reprint Edition Rs 270.

15. Inflation Accounting and Corporate Taxation Tapas Kumar Sen (1987) Rs 90.
16. Sales Tax System in West Bengal A. Bagchi & S.K. Dass (1987) Rs 90.



17. Rural Development Allowance (Section 3 5OC of the Income-Tax Act, 1961): k 
Review H.K. Sondhi & J.V.M. Saraa (1988) Rs 40 Paperback.

18. Sales Tta System in Delhi R.J. Chelliah & K.N. Reddy (1988) Rs 240.
19. Investment Allowance (Section 32A of the Income Tax Act, 1961): A Study J.V.M. 

Saraa & H.K. Sondhi (1989) Rs 75 Paperback, Rs 100 hardcover.
20. Stimulative Effects of l&x Incentive for Charitable Contributions: A Study of 

Indian Corporate Sector Pawan K. Aggarwal (1989) Rs 100.
21. Pricing of Postal Services in India Raghbendra Jha, M.N. Murty & Satya Paul 

(1990) Rs 100.
22. Domestic Savings in India - Trends and Issues Una Datta Roy Chaudhury & 

Amaresh Bagchi (Ed.) (1990) Rs 240.

23. Sales Tax Systens in India: A Profile Rs 7 5.
24. Sales Taxation in Madhya Pradesh M. Govinda Rao, K.N. Balasubrananian and V.B.

Tulasidhar (Vikas Publishing House) (1991) Rs 125.

25. The Operation of MOEVAT A.V.L. Narayana, Amaresh Bagchi and R.C. Gupta, (Vikas 
Publishing House) (1991) Rs 250.

26. Fiscal Incentives and Balanced Regional Development : An Evaluation of Section
80 HH Pawan K. Aggarwal and H.K. Sondhi (Vikas Publishing House) (1991) Rs
195.

27* Direct Icixes in Selected Qxmtries : A Profile (Vol.I & II) Rs 100.
28. Effective Incentives for Aluminum Industry in India : Monograph Series - I

Bishwanath Goldar (1991) Rs. 100.
29. Survey of Research on Fiscal Federalism in India, Monograph Series - II

M.Govinda Rao and R.J. Chelliah (1991) Rs. 100.

Available with respective publishers. Publications sent against draft/pay
order. Postage Rs 15 per copy. 10? discount is available on all
Publications.

NATIONAL INSTITUTE OF PUBLIC FINANCE AND POLICY 
18/2, Satsang Vihar Marg 
Special Institutional Area 

New Delhi - 110067-


