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(x)  Guidelines on cash and carry wholesale trading as given in para 5.2.15.1.2

above will apply on B2B e-commerce.
Subject to the conditions of FDI policy on services sector and applicable

laws/regulations, security and other conditionalities, sale of services through

e-commerce will be under automatic route.
Decline in foreign investments

4180. KUMARI SELJA: Will the Minister of COMMERCE AND INDUSTRY
be pleased to state:

{a) whether the investments in various sectors have declined in the country

during the last three vears, if so, the details thereof and the reasons therefor;

{b) the details of total number of investments made by foreign companies under
the ‘Make in India’ initiative in the country during the said period, company and

sector-wise including manufacturing sector;

{c) the details of estimated number of employment generated by foreign

investments under the ‘Make in India” programme during the said period; and

(d) the other steps taken by Government to boost investments including foreign

investment under ‘“Make in India” in the country?

THE MINISTER OF STATE IN THE MINISTRY OF COMMERCE AND
INDUSTRY (SHRI C. R. CHAUDHARY): (a) and (b) The details of total Foreign
Direct Investment (FDI) inflow received in the country during the last three financial

years are as under:—

(Amount in US$ billion)

Sl No. Financial Year Total FDI inflow Growth
1. 2014-15 4515 25%¢%
2. 2015-16 55.56 23%
3 2016-17 60.08 8%

*Compared with figures of Financial Year 2013-14 ie US$ 36.05 billion.

While company-wise and sector wise details of total FDI inflow or total number of
investments made under the ‘Make in India’ programme are not maintained centrally,
sector-wise details (including manufacturing sector) of the investment received through
Foreign Direct Investment (FDI) equity inflows after launch of ‘Make in India’

initiative in September, 2014, are given in the Statement-I (See below).
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{c) Data is not maintained centrally for assessing the impact of foreign investments
on the employment generation under the Make in India programme. However, FDI
directly supplements the domestic capital and brings technology and skill in the
sectors of direct entry. It also has indirect multiplier effects on other related sectors
thereby stimulating economic growth leading to increased production, exports and

employment generation.

{d) To boost the entire investment environment and to bring in foreign investments
in the country, the Government has brought in FDI related reforms and liberalized
various sectors of the economy. Details of recent FDI reforms over last 4 vyears
are given in the Statement-II (See below) Government plays an active role in
investment promotion through dissemination of information on the investment climate
and opportunities in India, and by advising prospective investors about investment
policies. Further, ‘Make in India® programme has been launched with the objective
of facilitating investment, fostering innovation, building best in class manufacturing
infrastructure, make it easy to do business and enhancing skill development. Action
Plans for 21 key sectors were identified for specific actions under (1) Policy Initiatives
(i1) Fiscal incentives (iii) Infrastructure Creation (iv) Ease of Doing Business
(v) Innovation and R&D (vi) Skill Development areas.



Statement-1

Financial year-wise details of FDI equily inflows from October, 2014 to December, 2017

(FDI 1
Sl Sector 2014-15 2015-16 2016-17 2017-18
No. Oct.-March April-March April-March April-Dec.
1 2 3 4 5 6
1.  Metallurgical Industries 162.64 456.31 1,440.18 229.70
2. Mining 227.53 520.67 55.75 33.30
3. Power 25827 868.80 1,112.98 1,377.93
4 Non-Conventional Energy 239.50 776.51 783.57 1,074.45
5. Petroleum and Natural Gas 58.08 103.02 180.40 23.53
6. Boilers and Steam Generating 0.00 77.91 53.91 65.05
Plants
7. Prime Mover (Other Than 136.72 159.13 286.88 149.34
Electrical Generators)
8. Electrical Equipments 165.06 444 88 2,230.69 429.01
9. Computer Software and Hardware 1,874.19 5,904 .36 3.651.71 5,155.89
10.  Electronics 23.91 208.39 83.97 116.38
11.  Telecommunications 424.05 1,324.40 5,563.69 6,135.83
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1 2 3 4 5 6

29 Drugs and Pharmaceuticals 405.15 754.26 857.39 878.39
30.  Textiles (Including Dyed, Printed) 127.27 230.13 618.95 345.36
31.  Paper and Pulp (Including 112.02 8521 197.61 40.66

Paper Products)
32, Sugar 26.77 105.85 15.92 7.01
33, Fermentation Industries 118.00 202.36 110.86 35.43
34 Food Processing Industries 23323 50588 727.22 822.00
35, Vegetable Oils and Vanaspati 111.87 3422 108.45 78.22
36.  Soaps, Cosmetics and Toilet 85.03 193.26 92.60 126.42
Preparations

37.  Rubber Goods 162.09 296.15 262.76 296.42
38.  Leather, Leather Goods and Pickers 18.01 17.13 2.30 20.42
39, Glue and Gelatin 4.57 0.82 90.60 3.73
40, Glass 39.70 25.78 51.69 53.38
41, Ceramics 26.94 51.21 15.40 31.98
42, Cement and Gypsum Products 105.14 19.69 2,130.10 8.79
43, Timber Products 7.88 53.17 10.23 8.19
44 Defence Industries 0.08 0.10 0.00 0.00
45,  Consultancy Services 157.02 517.47 261.14 568.67



46.  Services Sector (Fin., Banking, 3,201.67 6,889.46 8,084.07 4,620.12
Insurance, Non Fin/Business,
Outsourcing, R&D, Courier, Tech.
Testing and Analysis, Other)
47.  Hospital and Diagnostic Centres 354.74 742.35 747.38 646.17
48 Education 61.27 230.78 160.12 254.75
49, Hotel and Tourism 360.07 1,332.69 916.13 752.11
50.  Trading 1,751.91 3,845.32 2,338.40 2,273.70
51.  Retail Trading 1.20 262.24 450.94 152.95
52 Agriculture Services 30.53 84.65 76.43 94.70
53, Diamond, Gold Omaments 254.66 58.54 123.92 215.56
54.  Tea and Coffee {(Processing and 1.41 1.12 1.60 16.03
Warehousing Coffee and Rubber)
55 Printing of Books (Including 37.97 12281 53.17 51.04
Litho Printing Industry)
56.  Construction (Infrastructure) 744.20 4,510.71 1,860.73 2,539.69
Activities
57.  Construction Development: 189.59 112.55 105.14 380.87
Townships, Housing, Built-Up
Infrastructure and Construction-
Development Projects
58,  Miscellaneous Industries 55597 668.77 296.40 329.45
Granp Torar 16,239.13 40,000.98 43,478.27 35,940.84
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Statement-IT

(A) Brief on FDI Policy

1.

Foreign Direct Investment (FDI) is a major driver of economic growth and a
source of non-debt finance for the economic development of India. It has been
the endeavour of the Government to put in place an enabling and investor
friendly FDI policy. The extant FDI policy framework follows a negative
list approach wherein only a select few sectors have been specified in the
FDI policy document, and barring those, FDI upto 100% under automatic

route is permitted in all other sectors.

The select few sectors that are laid down in the FDI policy document
are the regulated sectors. These include sectors where FDI is permitted
under automatic route but with certain conditionalities. In addition, there
are sectors, where the FDI limit is capped below 100%, and FDI may be
allowed with/or without conditions. Lastly, sectors where FDI 1s permitted
through Govemment approval route have been included in the FDI policy
document. In respect of sectors where FDI is permitted under automatic
route, no separate permission i1s required from the Govermnment. For sectors
where FDI is allowed under automatic route but with conditionalities, the
investee entity has to be self-compliant in respect of such conditions laid
down in the policy. As regards FDI under Government approval route, a
well established, transparent and time-bound mechanism has been laid down.

Details on automatic and approval route sectors are annexed.

The FDI policy has regularly been reviewed on an ongoing basis, with a
view to make it more investor-friendly. Government plays an active role in
investment promotion through dissemination of information on the investment
climate and opportunities in India and by advising prospective investors
about investment policies and procedures and opportunities. FDI policy in
its present shape has evolved over the vyears, with the intent of making
it simpler and promote larger volumes of foreign investment inflows into
the country. During the course of FDI policy formulation and subsequent
amendments, intensive consultations are held with all concerned stakeholders.
These include other Ministries/Departments, Reserve Bank of India, law firms,

consultants, industry associations etc.

The Government has undertaken a number of reforms in different areas of
economy since May 2014, FDI policy reforms carried out by Government
are nothing less than historic. The scale of reforms can be gauged from the

fact that during this period, 25 sectors covering 100 areas of FDI policy
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have undergone reforms. This has resulted in increased FDI inflows, which
year after year is setting up new records. If the FDI inflows of US Dollar
55.6 billion for the year ending March, 2016 were an all-time high, the
record was not meant to last long. The country registered FDI inflow of US
Dollar 60.08 billion in the next financial year (2016-17), thereby scaling an
even higher peak. Increased FDI inflows in the country are largely attributed
to intense and bold policy reforms the Government undertook to bring
pragmatism in the FDI regime. The country has now become the topmost

attractive destination for foreign investment.

5. FDI has been permitted in Rail Infrastructure sector and FDI policy provisions
have been made more liberal in sectors such as defence, manufacturing of
medical devices, construction development, and pharmaceuticals. In order
to provide boost to manufacturing sector, the Government has permitted a
manufacturer to sell its products through wholesale and/or retail, including
through e-commerce. For India to achieve its goals of reviving the
manufacturing sector and providing jobs to its workforce, manufacturing sector
has to grow on a higher trajectory. It is felt that the enabling FDI framework
for manufacturing which has been put in place will play a significant role

in providing impetus to the sector and creation of jobs.

6. In 2015-16, with a view to provide ease of doing business, licensed and
non-sensitive activities were placed under automatic route and investment
caps were raised. FDI policy provisions were radically overhauled across
sectors such as Construction Development, Broadcasting, Retail Trading, Air
Transport, Insurance and Pension among others. In addition, mnitiatives such
as introduction of composite caps in the FDI policy and raising the FIPB
approval limit were also undertaken to promote ease of doing business in
the country.

7. The measures towards FDI policy liberalization and reforms continued in the
last financial year (2016-17). A paradigm shift was made in the FDI policy on
retail and other financial services sector. For retail trading of food products,
the Government permitted 100% FDI with unqualified condition that such
food products have to be manufactured and/or produced in India. The measure
promotes domestic industry, creates local jobs and helps in conserving valuable
foreign exchange. In the Financial services sector, Government promulgated
that any financial sector activity which is regulated by any financial sector
regulator will be eligible for 100% FDI under automatic route, and approval
would be needed only for unregulated financial sector activities. During the

last financial year, FDI policy reforms were also undertaken in other sectors
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10.

®)

such as Defence, Airport Infrastructure, Broadecasting, Animal Husbandry and
Retail Trading. The path breaking reform measures undertaken during the last
financial year have resulted in India surpassing the FDI received in 2015-16
and registering an inflow of US Dollar 60.08 billion during 2016-17, a new
all time high. In the current financial year {2017-18), till December, total
FDI of US § 48.2 billion has been received.

Continuing on the path of FDI liberalization and simplification, in January,
2018, Government has carried out FDI reforms across various sectors.
100% FDI under automatic route has been permitted for entities engaged
in Single Brand Retail Trading. It has also been clarified in the FDI policy
that ‘real-estate broking service’ does not amount to real estate business
and 1s therefore, eligible for 100% FDI under automatic route. Government
has also permitted foreign investment up to 49% under approval route in
M/s Air India Ltd. Other FDI reforms have been taken in sectors such as
Power HExchanges, issuance of equity again pre-incorporation expenses/import

of capital goods/machinery/equipment (excluding second-hand machinery)

It has been the endeavor of the Government to put in place an enabling and
investor friendly FDI policy. The intent all this while has been to make the
FDI policy more investor friendly and remove the policy bottlenecks that
have been hindering the investment inflows into the country. The steps taken
in this direction during the last three years have bome fruit as is evident
from the ever increasing volumes of FDI inflows being received into the

country.

Detailed note on FDI Policy Reforms undertaken since May 2014-15 1s

annexed.

FDI Policy Reforms Since May 2014-15

The Government has taken a number of FDI Policy reforms, which are not
only bold but also historic. The measures taken by the Govemment were
directed to open new sectors for foreign direct investment, increase the
sectoral limit of existing sectors and simplifying other conditions of the FDI
policy. These policy reforms are meant to provide ease of doing business
and accelerate the pace of foreign investment in the country. Following are

the main FDI policy reforms:—

Investment by Non-Resident Indians (NRIs) and NRI held entities: NRIs
have special dispensation for investment in Construction development and
Civil Aviation sector. Size of Indian diaspora residing overseas is over 25

million. These constitute NRIs, Persons of Indian Origin (PIOs) and Overseas
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Citizens of India (OCIs). These non-residents of Indian origin have keen
desire to participate in Indian growth story. To facilitate investment by these
NRIs extant FDI policy has been amended to provide following:—

{a) Investment made by NRIs, PIOs and OCIs under Schedule 4 of FEMA
{Transfer or Issue of Security by Persons Resident Outside India)
Regulations on non-repatriation basis is deemed to be domestic investment

at par with the investment made by residents.

{(b) The special dispensation of NRIs is also available to companies, trusts
and partnership firms, which are incorporated outside India and are
owned and controlled by NRIs.

2. Rail Infrastructure: The modernization of Railways requires very large
amount of capital investment. This makes foreign investment imperative in
rail infrastructure especially in highly capital and technology intensive areas
like suburban corridors, high speed train systems, train sets, railway rolling
stock including locomotives/coaches, raillway electnification, signaling systems
dedicated freight line projects. Accordingly the Government with view to
attract foreign investment in the sector has opened following activities of

Rail infrastructure to 100% under automatic route:—

Construction, operation and maintenance of (i) Suburban corridor projects
through PPP, (ii) High speed train projects, (iii) Dedicated freight lines,
{(1v) Rolling stock including train sets, and locomotives/coaches manufacturing
and maintenance facilities, (v) Railway Electrification, (vi) Signaling systems,
{vi) Freight terminals, (vii1) Passenger terminals, (ix) Infrastructure in industrial
park pertaining to railway line/sidings including electrified railway lines and

connectivities to main railway line and (x) Mass Rapid Transport Systems.

However, FDI beyond 49% of the equity of the investee company in sensitive
areas from security point of view, will be brought before the Cabinet

Committee on Security (CCS) for consideration on a case to case basis.

3. Medical Devices: India has achieved an eminent global position n pharma
sector. However, same has not been replicated in the medical devices industry.
The country has huge pool of scientists and engineers who have potential to
take medical device industry to a very high level. Domestic capital market 1s
not able to provide much needed investment in the sector. The government
has therefore permitted FDI up to 100% under the automatic route for
manufacturing of medical devices, without any distinction of greenfield or
brownfield and such FDI will not be subjected to other conditions of the

FDI policy on the pharmaceutical sector.
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4. Insurance and Pension Sectors: FDI Policy on Insurance sector was
reviewed in view of amendment to the Insurance Laws (Amendment) Act
2015 to increase the sectoral cap of foreign investment from 26% to 49%.
Further it has been provided that FDI in the sector would be permitted
under automatic route. Similar changes have also been brought in the FDI

Policy on Pension Sector.

5. Introduction of composite cap of foreign investment: In order to
provide simplicity to the FDI policy and bring clarity on application of
conditionalities and approval requirements across various sectors, different
kinds of foreign investments have been made fungible under one composite
cap. The amendment aligns with the intent of FDI Policy wherein different
categories of investments through FDI, FPI (FII, QFI), NRI, FVCI and DR
are regarded as foreign investments. This will provide Indian companies and
investors choice of category of investments between FDI, FPI (FIL,QFI), NRI,
FVCI and DR.

6. Construction Development sector: Investment in the construction development
sector remains a priority of the Government as it results in infrastructure
creation; employment generation from unskilled workers to engineers,
architects, designers as well as financial and other supporting services. FDI
policy on Construction Development permits 100% foreign investment under
automatic route subject to certain conditions. In order to liberalize and bring
pragmatism in the policy so as to attract more foreign nvestment in the
country not only in large infrastructure projects but also in held-up and
smaller projects following amendments have introduced in the FDI policy

on the sectori—

{a) Removal of conditions of area restriction of floor area of 20,000 sq.
mirs. in construction development projects and minimum capitalization
of US $§ 5 million to be brought in within the period of six months
of the commencement of business.

(b) Exit and repatriation of foreign investment is now permitted after a
lock-in-period of three years. Transfer of stake from one non-resident to
another non-resident, without repatriation of investment is also neither

to be subjected to any lock-in period nor to any government approval.

{c) Est is permitted at any time if project or trunk mfrastructure 1s completed
before the lock-in period.

{d) 100% FDI under automatic route is permitted in completed projects for
operation and management of townships, malls/ shopping complexes and

business centres.
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11.

{e) It has been clarified that ‘real-estate broking service’ does not amount
to real estate business and is therefore, eligible for 100% FDI under

automatic route.

Defence sector: India incurs huge expenditure on imports of defence
equipments as the domestic defence industry has not been able to meet the
expectations of the present times. The sector is capital intensive and requires
advance technologies. Earlier FDI regime permitted 49% FDI participation
in the equity of a company under automatic route. FDI above 49% was
permitted through Government approval on case to case basis, wherever it
is likely to result in access to modern and ‘state-of-art” technology in the
country. In this regard, the following changes have inter alia been brought
in the FDI policy on this sector:—

(1) Foreign investment beyond 49% has now been permitted through
government approval route, in cases resulting in access to modern

technology in the country or for other reasons to be recorded.

(ii) FDI limit for defence sector has also been made applicable to
Manufacturing of Small Arms and Ammunitions covered under Arms
Act 1959

Broadcasting sector: Sectoral cap on Broadcasting sector has been raised

across various activities as follows:.—

o 74% to 100% in Teleports, DTH, Cable Networks (Digital), Mobile
TV, HITS

® 26% to 49% for FM Radio, up-linking of news and current affairs
o 49% to 100% for Cable Networks (not undertaking digitisation)

Banking-Private sector: Government introduced full fungibility of foreign
investment in Banking-Private sector. Accordingly, FIIs/FPIs/QFTs, following
due procedure, can now invest up to sectoral limit of 74%, provided that

there is no change of control and management of the investee company.

Plantation Sector: The Government has reviewed FDI policy on plantation
sector and has opened coffee, rubber, cardamom, palm oil tree and olive oil
tree plantations for 100% foreign investment under automatic route along

with tea plantation, which was earlier under approval route.

Manufacturing Sector: In order to provide boost to the manufacturing
sector and give impetus to the “Make in India’ initiative, the Government
has permitted a manufacturer to sell its product through wholesale and/or

retail, including through e-commerce under automatic route.
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12. Trading: In order to encourage investment in the sector and provide
simplification in the policy, following amendments have been brought in the
FDI policy on the sector—

a) Single Brand Retail Tradin :
Single Brand Retail Trading (SBRT
(1) 100% FDI under automatic route has been permitted in SBRT,

{(11) A non-resident entity or entities, whether owner of the brand or
otherwise, has been permitted to undertake ‘single brand’ product
retail trading in the country for the specific brand, either directly
by the brand owner or through a legally tenable agreement executed
between the Indian entity undertaking single brand retail trading and
the brand owner. Harlier provisions permitted a non-resident entity
or entities, whether owner of the brand or otherwise, to undertake
‘single brand’ product retail trading in the country for the specific
brand, directly or through a legally tenable agreement with the brand

owner for undertaking single brand product retail trading.

{(111) Sourcing of 30% of the value of goods purchased would now be
reckoned from the opening of first store. Further, it is seen that in
certain high technology segments, it is not possible for retail entity
to comply with the sourcing norms. To provide opportunity to such
single brand entities, it has been provided that in case of ‘state-of-art’
and ‘cutting-edge technology’ sourcing norms can be relaxed subject
to Government approval. Subsequently, local sourcing norms have
been relaxed up to three years for entities undertaking Single Brand
Retail Trading of products having ‘state-of-art” and ‘cutting edge’
technology. For such entities, sourcing norms will not be applicable
up to three years from commencement of the business ie. opening
of the first store for entities undertaking single brand retail trading
of products having ‘state-of-art’ and ‘cutting-edge” technology and
where local sourcing is not possible. Thereafter, provisions of Para
52153 (2) (e) will be applicable.

{(iv) With respect of the 30% local sourcing requirement that SBRT entities
with FDI beyond 51% are required to meet, they have now been
permitted to set off the incremental sourcing of goods from India for
their global operations during imitial 5 years, beginning 1st April of
the year of the opening of first store against the mandatory sourcing
requirement of 30% of purchases from India. For this purpose,
incremental sourcing will mean the increase in terms of value of

such global sourcing from India for that single brand (in INR terms)
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14.

15.

in a particular financial year over the preceding financial year, by
the non-resident entities undertaking single brand retail trading entity,
either directly or through their group companies. After completion
of this 5-year period, the SBRT entity is required to meet the 30%
sourcing norms directly towards its India’s operation, on an annual

basis.

{(v) An entity operating through brick and mortar stores has been permitted

to undertake e-commerce activities of single brand product.

(vi) An Indian manufacturer is permitted to sell its own branded products
in any manner i.e. wholesale, retail, including through e-commerce
platforms. Further, Indian brands should be owned and controlled
by resident Indian citizens and/or companies, which are owned and

controlled by resident Indian citizens.

{b) Duty Free Shops: 100% FDI 1s now permitted under automatic route
in Duty Free Shops located and operated in the Custom bonded areas.

Permitting same entity to carry out both wholesale and single brand retail
trading: As per the FDI policy, in wholesale cash and carry activities, 100%
foreign investment is permitted under the automatic route. Earlier FDI policy
on this sector provided that a wholesale/cash and carry trader cannot open
retail shops to sell to the consumer directly. It has now been provided that
a single entity will be permitted to undertake both the activities of single
brand retail trading (SBRT) and wholesale with the condition that conditions
of FDI policy on wholesale/cash and carry and SBRT have to be complied
by both the business arms separately.

Power Exchanges

Earlier policy provided for 49% FDI under automatic route in Power Exchanges
registered under the Central Electricity Regulatory Commission (Power Market)
Regulations, 2010. However, FII/FPI purchases were restricted to secondary
market only. This provision has been done away with. FlIs/FPls are now

allowed to invest in Power Exchanges through primary market as well.

Limited Liability Partnerships (LLPs): FDI policy on LLPs has been
amended to provide that investments in LLPs will not require Government
approval. 100% FDI is now permitted under the automatic route in LLPs
operating 1n sectors/activities where 100% FDI 1s allowed, through the

automatic route and there are no FDI-linked performance conditions.

In line with companies, an LLP having foreign investment has been permitted

to make downstream investment in another company or LLP in sectors in
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18.

which 100% FDI is allowed under the automatic route and there are no
FDI-linked performance conditions. Further, for the purposes of FDI policy,

the term ‘internal accruals’® has also been defined.

Civil Aviation Sector: Foreign equity cap of activities of Non-Scheduled Air
Transport Service, Ground Handling Services have been increased from 74%
to 100% under the automatic route. With a view to aid in modernization of
the existing airports to establish a high standard and help ease the pressure
on the existing airports, 100% FDI under automatic route has been allowed

in Brownfield Airport projects.

FDI hmit for Scheduled Air Transport Service/ Domestic Scheduled Passenger
Airline and regional Air Transport Service raised to 100%, with FDI upto 49%
permitted under automatic route and FDI beyond 49% through Government
approval. For NRIs, 100% FDI will continue to be allowed under automatic
route. However, foreign airlines would continue to be allowed to invest in
capital of Indian companies operating scheduled and non scheduled air-transport
services up to the himit of 49% of their paid up capital and subject to the
laid down conditions in the existing policy.

As per the earlier policy, foreign airlines were allowed to invest under
Government approval route in the capital of Indian companies operating
scheduled and nonscheduled air transport services, up to the limit of 49%
of their paid-up capital. However, this provision was not applicable to M/s
Air India Ltd., thereby implying that foreign airlines could not invest in Air
India. Now, foreign investment(s) in Air India has been allowed, including
that of foreign airline(s), up to 49% either directly or indirectly. Substantial
ownership and effective control of Air India shall continue to be vested in

Indian Nationals.

Satellites-establishment and operation and Credit Information Companies:
Foreign investment caps on Satellites- establishment and operation and Credit
Information Companies have now been raised from 74% to 100%. FDI in
Satellites-establishment and operation is now under the government route

and in Credit Information Companies, FDI is under the automatic route.
Other Approval Requirements under FDI Policy

(1) As per the earlier FDI policy provisions, issue of equity shares against
non-cash considerations like pre-incorporation expenses, import of
machinery etc. was permitted under Government approval route. The
policy has been amended and for sectors under automatic route, issue
of shares against import of capital goods/machinery/equipment {excluding

second-hand machinery) and pre-operative/pre-incorporation expenses
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23.

{including payments of rent etc.) is now permitted under automatic route
subject to conditions as per extant FDI Policy, and reporting to RBI in
form FC-GPR as per procedure prescribed under the FDI Policy.

(1) It has been provided that FDI in Investing Companies registered as
Non-Banking Financial Companies (NBFC) with the Reserve Bank of
India, being overall regulated, would be under 100% automatic route.
FDI in Core Investing Companies and other Investing Companies will

continue to be under approval route.

Approval requirement for companies without operations: Approval
requirements in respect of companies under operation have also been relaxed.
It has now been provided that for infusion of foreign investment into an
Indian company which does not have any operations and also does not have
any downstream investments, Government approval would not be required,
for undertaking activities which are under automatic route and without FDI-
linked performance conditions, regardless of the amount or extent of foreign

mvestment.

Establishment and transfer of ownership and control of Indian companies:
As per the earlier FDI policy establishment and ownership or control of
the Indian company in sectors/activities with caps required Govermment
approval. This provision has now been amended to provide that approval
of the Government will be required if the company concemed is operating
in sectors/activities which are under Government approval route rather than
capped sectors. Further no approval of the Government i1s required for

investment mn automatic route sectors by way of swap of shares.

Raising the threshold limit for approval by Foreign Investment Promotion
Board: As per the earlier FDI policy Foreign Investment Promotion Board
(FIPB) considers proposals having total foreign equity inflow up to ¥ 3000
crore and proposals above ¥ 3000 crore were placed for consideration of
Cabinet Committee on Economic Affairs (CCEA). In order to achieve faster
approvals of proposals, the threshold limit for FIPB approval has been

increased to ¥ 5000 crore.

White Label ATM Operations: The Govemment, with an objective of
enhancing ATM networks in semi-urban and rural areas (mainly in Tier III
to VI areas), has allowed 100% FDI in white label ATM operations under

the automatic route.

E-commerce: The Government has 1ssued Guidelines for FDI on E-commerce

sector. 100% FDI under automatic route is now permitted in marketplace
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24.

25.

26.

27.

model of e-commerce. Various terms like e-commerce, e-commerce entity,

marketplace, inventory based model have also been defined to bring clarity.

Food Product Retail Trading: 100% FDI under government approval route
has been permitted for trading, including through e-commerce, in respect
food products manufactured and/or produced in India. This will benefit
farmers, give impetus to food processing industry and create vast employment

opportunities.

Asset Reconstruction Companies: The Government, with an objective
of increase investment in the country, has allowed 100% FDI in Asset

Reconstruction Companies under the automatic route.

Pharmaceutical: With the objective of making the sector more attractive
to foreign investors, 74% FDI under automatic route has been permitted in
brownfield pharmaceuticals. FDI beyond 74% 1s allowed through government
approval route. “Non-compete” clause would not be allowed 1n automatic or
government approval route except in special circumstances with the approval

of the Foreign Investment Promotion Board.

FDI in brownfield pharmaceuticals, under both automatic and government

approval routes, is subject to compliance of following conditions:—

{a) The production level of National List of Essential Medicines (INLEM)
drugs and/or consumables and their supply to the domestic market at
the time of induction of FDI, being maintained over the next five years
at an absolute quantitative level. The benchmark for this level would be
decided with reference to the level of production of NLEM drugs and/
or consumables in the three financial years, immediately preceding the
year of induction of FDI. Of these, the highest level of production in

any of these three years would be taken as the level

(b) R&D expenses being maintained in value terms for 5 years at an absolute
quantitative level at the time of induction of FDI. The benchmark for
thig level would be decided with reference to the highest level of R&D
expenses which has been incurred in any of the three financial years

immediately preceding the year of induction of FDL

{c) The administrative Ministry will be provided complete information
pertaining to the transfer of technology, if any, along with induction of

foreign investment into the investee company.

Private Security Agencies: FDI limit for Private Security Agencies raised to
74%. FDI up to 49% is permitted under automatic route in this sector and

FDI beyond 49% and up to 74% is permitted with Government approval
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28. Establishment of branch office, liaison office or project office: For
establishment of branch office, haison office or project office or any other
place of business in India if the principal business of the applicant is
Defence, Telecom, Private Security or Information and Broadcasting, approval
of Reserve Bank of India is no more required in cases where FIPB approval
or license/permission by the concerned Ministrv/Regulator has already been

granted.

29. Prohibition of restrictive conditions regarding audit firms
FDI policy did not have any provisions in respect of specification of auditors
that can be appointed by the Indian investee companies receiving foreign
investments. FDI policy has now been amended to provide that wherever
the foreign investor wishes to specify a particular auditor/audit firm having
intemational network for the Indian investee company, then audit of such
investee companies should be carried out as joint audit wherein one of the

auditors should not be part of the same network.

30. Animal Husbandry: As per FDI Policy 2016, FDI in Animal Husbandry
(including breeding of dogs), Pisciculture, Aquaculture and Apiculture is
allowed 100% under Automatic Route under contrelled conditions. This
requirement of ‘controlled conditions’ for FDI in these activities has been

done away with.

31. Other Financial Services: Government has reviewed FDI policy on Other
Financial Services and NBFCs to provide that foreign investment in financial
services activities regulated by financial sector regulators such as RBI, SEBI,
IRDA etc. will be 100% under the automatic route. In financial services,
which are not regulated by any financial sector regulator or where only part
of the financial service activity is regulated or where there is doubt regarding
regulatory oversight, foreign investment upto 100% will be allowed under

the government approval route.
Performance of Startups

F4181. SHRI PRABHAT JHA: Will the Minister of COMMERCE AND
INDUSTRY be pleased to state:

{a) the number of Startups in the country at present and the number of new

Startups being set up annually;

(b) the names of the States that performed well in making the Startups and their

business adaptive and names of the States with very poor performance in this regard;

T Original notice of the question was received in Hindi.



