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FDI:ForeignDirectInvestment

FDIiswhenacompanytakescontrollingownershipinabusinessentityinanothercountry.

WithFDI,foreigncompaniesaredirectlyinvolvedwithdaytodayoperationsintheother

country.Thismeanstheyaren’tjustbriningmoneywiththem,butalsoknowledge,skillsand

technology

FDIinIndia

FDIisanimportantmonetarysourceforindiaseconomicdevelopment.Economics

liberalizationstartedinIndiainthewakeofthe1991crisesandsincethen,FDIhassteadily

increasedinthecountry.Indiatodayisapartoftop100cluboneaseofdoingbusinessand

globallyranksnumber1inthegreenfieldFDIranking.

RoutesthroughwhichIndiagetsFDI

AutomaticRoute:ThenonresidentorIndiancompanydoesnotrequirepriornodoftheRBI

orgovernmentofIndiaforFDI.

Govt.Route:Thegovernment’sapprovalismandatory.Thecompanywillhavetofilean

applicationthroughForeignInvestmentFacilitationportal,whichfacilitatessinglewindow

clearance.The application is then forwarded to the respective ministry which will

approve/rejecttheapplicationinconsultationwiththeDept.forpromotionofindustryand

internaltrade(DPIIT),Ministry ofCommerce.DPIIT willissue the standard operating

procedure(SOP)forprocessingofapplicationsundertheexistingFDIpolicy.

Sectorswhichcomesunderupto100%automaticroutecategoryare

Infrastructurecompanyinsecuritiesmarket-49%

Insuranceupto49%

Medicaldevicesupto100%

Pension49%

Petroleum refiningbyPSUs–49%

PowerExchanges–49%

Sectorswhichcomesundertheupto100governmentroutecategoryare

BankingandPublicsector–20%

Broadcastingcontentservices-49%

CoreInvestmentCompany-100%

Foodproductsretailtrading-100%

Mining&mineralsseparationsoftitanium bearingmineralsandores-100%

Multibrandretailtrading-51%

Printmedia–100%

Satellite–100



FDIPolicyandProcess(Regulations)

Since1991theregulatoryenvironmentandtheprocesstogetFDIhasconsistentlybeen

easedtomakeitinvestorfriendly,catapultingIndiaintothepositionofoneofthefastest

growingeconomiesoftheworld.Ithasbeenranked9thintermsofFDIinflowsfor2016by

UNCTADamongthetopattractivedestinationsforinboundinvestmentsintheworld.The

governmentwithintenttoattractandpromoteforeigninvestmentshasputinplaceFDI

regulations in India with a framework that is transparent,predictable and easily

comprehensible.

ForeigninvestmentintoadomesticentityonastrategicbasisissubjecttoFDIpolicyinIndia.

The GOIthrough Department of IndustrialPolicy & Promotion (DIPP) formulates

consolidatedtheprocessofFDIonayearlybasiswhichisadefinedframeworkforFDI.

Mostrecently,reformsweremadeforFDIpolicyinIndia2019.

ForeigninvestorscaninvestdirectlyinIndiaeitherontheirownorthroughjointventuresin

virtuallyallthesectorsexceptinaverysmalllistofactivitieswhereforeigninvestmentis

prohibited.

FDIisthemajorityofthesectorsisundertheautomaticroutei.eallowedwithoutany

requirementofseekingregulatoryapprovalpriortosuchinvestment.Thus,theprocessto

getFDiismostsectorsdon’trequirepriorapprovalfrom theGOI.Eligibleinvestorscan

investinmostofthesectorsofIndianEconomyonaautomaticbasis.

ProcedureforGovernmentapproval

ForeignInvestmentFaclitaionProtalthenew onlinesinglepointinterfaceoftheGOIfor

investorstofacilitateFDI.Thisportalisdesignedtofacilitatethesinglewindowclearrnace

ofapplicationswhicharethroughapprovalroute.UponreceiptoftheFDIapplication,the

concernedadministrativeministryshallprocesstheapplicationaspertheSOP

FDIReportingRequirements

Within30daysofreceiptofmoneyfrom theForeigninvestor,theIndiancompanywillreport

ttheRegionalofficeofRBIunderwhosejurisdictionitsregisteredofficeislocated.

Within30daysfrom thedateofissueofsharesareportinForm FC-GPRtogetherwiththe

followingdocumentsshouldbefiledwiththeRegionalofficeofRBI.



- Certificatefrom thecompanysecretaryofthecompanyacceptinginvestmentfrom

personsresidentoutside

- Certificatefrom statutoryauditorsorcharteredaccountantindicatingthemannerof

arrivingatthepriceofthesharesissuedtothepersonsresidentoutsideIndia

(FII)FOREIGNINSTITUTIONALINVESTMET

ForeigninstitutionalinvestormeansaninstitutionestablishedorincorporatedoutsideIndia

which proposes to make investmentin Indian in Securities,realproperty and other

investmentassets.In India foreign institutionalinvestorrefers to outside companies

investingintheIndianFinancialMarkets.

IndiaopeneditsstockmarkettoFIIinSeptember1992.Since1993,Indiareceivedportfolio

investmentfrom foreignersintheform ofFIIinequities.

InordertotradeinIndiaequitymarket,allFIImustregisterwiththeSecuritiesandExchange

BoardofIndia(SEBI)whichistheregulatorforthesecuritiesmarketinIndia

Onewhoproposetoinvesttheirproprietaryfundsoronbehalfofbroadbasedfundsorof

foreigncorporateandindividualsandbelongtoanyoftheundergivencategoriescanbe

registeredforFII.

- PensionFund

- Mutualfund

- Investmenttrust

- Insuranceorreinsurancecompanies

- Endowmentfunds

- Universityfunds

- Charitabletrust

- AssetManagementcompanies

- Nomineecompanies

- Institutionalportfoliomanagers

- Rustees

- PowerofAttorneyholders

- Bank

AdvantagesofFII

- FIIwillenhancetheflowofcapitalintothecountry



- Theseinvestorsgenerallypreferequityoverdebt.Sothiswillalsohelpmaintainand

evenimprovethecapitalstructuresofthecompaniestheyareinvestingin.

- Theyhaveapositiveeffectonthecompetitioninthefinancialmarkets

- FIIhelpwiththefinancialinnovationofcapitalmarkets

- Theseinstitutionsareprofessionallymanagedbyassetmanagersandanalysts.

Theygenerallyimprovethecapitalmarketsofthecountry

DisadvantagesofFII

- Thedemandforthelocalcurrency(rupee)increases.Thiscancausesevereinflation

intheeconomy.

- TheseFIIsdrivethefortuneofbigcompaniesinwhichtheyinvest.tButtheirbuying

andsellingofsecuritieshaveahugeimpactonthestockmarket.Thesmaller

companiesaretakenalongfortheride.

- SometimetheseFIIsseekonlyshortterm returns.Whentheypulltheirinvestments

bankscanfaceashortageoffunds.

FOREIGNINVESTMENTPROMOTIONBOARD

TheFIPBwasanationalagencyofgovernmentofIndia,withtheremittoconsiderand

recommendforeigndirectinvestmentwhichdoesnotcomeundertheautomaticroute.It

wasfoundinAugust1991.

RoleofFIPB

TheFIPBisagovernmentbodythatoffersasinglewindowclearanceforproposalsonFDIin

India thatare notallowed access through the automatic route.FIPB comprises of

secretariesdrawnfrom differentministrieswithSecretary,DeptofEconomicsAffairs,MOF

inthechair.Thisinterministerialbodyexaminesanddiscussesproposalsforforeign

investmentinthecountryforsectorswithCaps,sourcesandinstrumentsthatrequire

approvalundertheextantFDIpolicyonaregularbasis.

TheMinistryofFinance,considerstherecommendationsoftheFIPB onproposalsfor

foreinginvestmentupto1200crores.Proposalsinvolvingforeigninvestmentofmorethan

1200crorerequiretheapprovaloftheCabinetCommitteeOnEconomicAffairs(CCEA).

FIPBismandatedtoplayanimportantroleintheadministrationandimplementationofthe

government’sFDIpolicy.IthasastrongrecordofactivelyencouragingtheflowofFDIinto

thecountrythroughspeedyandtransparentprocessingofapplications,andprovidingonline

clarification.Incaseofambiguity(uncertainty)oraconflictofinterpretation,theFIPBhas

alwayssteppedinwithaninvestorfriendlyapproach.

Thee-fillingfacilityisanimportantinitiativeofthesecretariatoftheFIPBtofurtherenhance



itsefficiencyandtransparencyofdecisionmaking.Anysuggestionstoimprovethee-filing

system andFIPBprocedurearewelcome.

FunctionsofFIPBorFIPC

- Toensurethattheforeigninvestmentproposalsareclearedquickly

- Tocontinuouslylookovertheforeigndirectinvestmentpolicesandtocommunicate

with the agencies such as the administrative ministries in orderto establish

transparentguidelinesthathelpinpromotingFDIminthevarioussectorsofthe

country.

- To review thattheproposalsthathavebeenapproved bytheBoardarebeing

implemented

- Tocommunicatewiththenongovernment,governmentandindustrybodiesinorder

topromotetheflowofforeigndirectinvestmentintothecountry.

- Totakeupactivitiesthatencourageinvestmentsuchasgettingintouchwithand

alsoinvitingforeigncompaniestoinvestinthecountry

- Tocommunicatewiththeforeigninvestmentpromotioncouncilwhichhasbeenset

upintheministryofindustry?

- Toidentifythevarioussectorsthatrequireforeigndirectinvestment

- To take up various otheractivities thathelp in bringing more foreign direct

investmentintothecountry

- TogiveitsrecommendationstotheIndiangovernmentinordertoencourageforeign

directinve3stmentintothecountry.


