
Investwiant
Foeg Investment POIIQy. All foreign ivsmn
int *ndia must be approvedby the g0vennt In accord-
ance witb the guidelines of the 1980 hIdustrial Policy, the
major crteria by which foreign inwastment requests are
considered iclude:

" the capaitcty of the investment to earn foreigri exchange
througIh excportit;

" l cabit of saving foreign exetiange ttirougb import

" h xteflt to which the0 investment tansfer iieaeci
taqhnology to India. In this case, special consideration is

gie n th2e field4s of elcrnics, telecommunicatlons,
powear anid otl and gas.
Frign ivesft2.t i goveJrned by the Foreign Exchanige

RegultiAct (ERA) whc was passed in 197 prmriy
to exrçise conrol oveth mov<gment of forig exchange
in adot of ndi wellastorulat the qantil of
fqreign inestfn already in lndla. Such investment was

mdeata 4ifferent tiesin various cum ncesand tha
government wanted to bring il all within a single, urjlprm
framework. Under the law, foreign investment talla intç
different ctgrebut with theê exception of banks,
airlines and shipping companies which are perrnitted fullt
foreign awnersblp on a reciprocal basis for Indian cornpa-
nies~ operating overseas, most ottiers have to dilute fliair
foreigri equlty holdings to 40 per cent. It is stil possible to
keep overall control by having the shitres wideIy dlstributed
to the pu~blc. Local capital markets normally respond >well
Io well-prçpmoted and spi*nd projects, lManufacturring a<nd
indujstril undertlkeps are permitted a hlgher foeign eqty
ownerstîlp on the following conditions:
"A company which export ils entire production (100 per
cent exporl-orfentod unitfs or la in a Free Wade Zone can
retan up tl00 per cent owneshp.

" A company bhoie operaions in pJriorty industris(h

over, pan retain up Io 74 per cent ownerhpo qiy
Al proposals for foreg n estmt, whete ehnlo
finitnojal, must be sumit o prescrlbe appliato
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