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Preface 

With the new Government in place, India has re-embarked on a journey of development with 

innovative thinking, bold initiatives and renewed vigor. A paradigm shift in economic thinking 

with the focus on industrial development is creating a trillion dollar opportunities in India.  

Today India offers a unique array of advantages to the foreign investors. Its skilled and low-cost 

labor force is one of the largest in the world, and it has a high level of English fluency relative to 

other countries in Asia. The reforms that have been implemented are numerous and include 

infrastructural improvements, the raising of FDI caps, and the simplification of visa obtainment 

ǇǊƻŎŜŘǳǊŜǎΦ !ƭƻƴƎ ǿƛǘƘ ǘƘƛǎΣ LƴŘƛŀΩǎ ǎƛȊŜŀōƭŜ ŀƴŘ ǊŀǇƛŘƭȅ ƎǊƻǿƛƴƎ Řƻmestic market, well-

regulated and growing financial markets, and its stable government and political system make it 

an attractive place for investors. 

²ƛǘƘ ƛƴŎǊŜŀǎƛƴƎ ƛƴŎƭƛƴŀǘƛƻƴ ǘƻ ǇǊƻƳƻǘŜ ƛƴŘǳǎǘǊƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘΣ ƛǘ ƛǎ ƛƳǇŜǊŀǘƛǾŜ ŦƻǊ /ƘƛƴŀΣ LƴŘƛŀΩǎ 

largest trading partner, to get the ball rolling. India and China being natural allies, China has in 

entirety what India needs for its development. With the right experience, expertise and 

ǊŜǎƻǳǊŎŜǎΣ /ƘƛƴŜǎŜ ŎƻƳǇŀƴƛŜǎ ƘŀǾŜ ōŜŜƴ ƪƛƴŘƭŜŘ ōȅ tǊŜǎƛŘŜƴǘ ·ƛΩǎ Ǿƛǎƛǘ ǘƻ India, generating a 

new energy and confidence to envisage India as a favorable investment destination.  

However, while opportunities for Chinese companies to invest in India are immense, these 

opportunities have not been exploited yet. This is mainly due to lack of knowledge, 

understanding of rules and regulations, guidance and difference in cultural and business 

environments in India and China.  Chinese business need to consider a host of regulatory issues 

at central, state and level while investing in India.  

With this perspective, this guidebook has been designed to introduce the fundamentals of 

ƛƴǾŜǎǘƛƴƎ ƛƴ LƴŘƛŀ ŀƴŘ ƛǘ ǘŀƪŜǎ ŀƴ ŜƴǘǊŜǇǊŜƴŜǳǊΩǎ ǾƛŜǿ ƻŦ ŜǾŜǊȅ ƳŀǘǘŜǊΦ Lǘ ƛǎ ǇǊŀŎǘƛŎŀƭ ŀƴŘ Řƻǿƴ-

to-earth. It is not intended to be an academic treatise and is surely not a text book either. 



India China Economic and Cultural Council 
印度中国经济文化促进会 

 

5 | P a g e  
 

List of Abbreviation 

Abbreviation Full Form Abbreviation Full Form 

AGM Annual General Meeting MAT Minimum Alternate Tax 

AOA Articles of Association MMDR Act Mines and Mineral Development and 
Regulation Act 

BMEC Bengaluru Mumbai Economic Corridor MMT Million Metric Tons 

BPM Business Process Management MOA Memorandum of Association 

CA Chartered Accountant MSME Micro Small and Medium Enterprises 

CAGR Compound Annual Growth Rate MW Megawatt 

CARO /ƻƳǇŀƴȅ !ǳŘƛǘƻǊΩǎ wŜǇƻǊǘ hǊŘer NATRiP National Automotive Testing and R&D 
Infrastructure Project 

CCEA Cabinet Committee on Economic Affairs NELP New Exploration Licensing Policy 

CCS Cabinet Committee on Security NGO Non-Governmental Organization 

CFO Consent for Operation NH National Highway 

CFY Current Fiscal Year NHAI National Highways Authority of India 

CPA Certified Public Accountant NKN National Knowledge Network 

CRR Cash Reserve Ratio NOC No Objection Certificate 

CVD Countervailing Duty NOFN National Optical Fibre Network 

DHI Department of Heavy Industry PAN Permanent Account Number 

DIN Director Identification Number PNG Piped Natural Gas 

DSC Digital Signature Certificate PPP Public Private Partnership 

DTH Direct To Home PPP Purchasing Power Parity 

EMS Electronic Manufacturing Services PSL Priority Sector Lending 

EPFO Employees Provident Fund Organization PSU Public Sector Undertaking 

ESI Employees' State Insurance RBI Reserve Bank of India 

ESIC Employees State Insurance Corporation REIT Real Estate Investment Trust 

FDI Foreign Direct Investment RFP Request for Proposal 

FEMA Foreign Exchange Management Act RFT Request for Tender 

FII Foreign Institutional Investors RoC Registrars of Companies 

FIPB Foreign Investment Promotion Board SEBI Securities and Exchange Board of India 

FRRO Foreigners' Regional Registration Office SEZ Special Economic Zone 

GDP Gross Domestic Product SIA Secretariat for Industrial Assistance 

GM Genetically Modified SLR Statutory Liquidity Ratio 

GW Gigawatt SME Small and Medium-sized Enterprises 

HRD Human Resource Development SPV Special Purpose Vehicle 

ICGEB International Centre for Genetic 
Engineering and Biotechnology 

SSI Small Scale Industries 

ID Identification STT Securities Transaction Tax 

IEC Importer Exporter Code TAN Tax Deduction Account Number 

INR Indian Rupee TCS Tax Collection Source 

InvIT Infrastructure Investment Trust TDS Tax Deducted at Source 

IPTV Internet Protocol Television TEU Twenty-foot Equivalent Unit 

IR Indian Railways TIN Tax Identification Number 

ISRO Indian Space Research Organization UMPP Ultra Mega Power Project 

IT Information Technology UNCITRAL United Nations Commission on 
International Trade Law 

KV Kilo-volts UNWTO United Nations World Tourism 
Organization 

KW Kilowatt USD US Dollar 

KWh Kilowatt-hour USFDA US Food and Drug Administration 

KYC Know Your Customer UT Union Territory 

LLP Limited Liability Partnership VAT Value Added Tax 
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LNG Liquefied Natural Gas WOS Wholly-Owned Subsidiary 

Chapter 1: Overview of India 

1.1 Introduction 

India is located in South Asia, and is the largest democracy of the world. It is the seventh largest country 

in the world by area, and is the second most populous country with a population of over 1.2 billion 

people. India has rich cultural heritage, which includes diverse languages, traditions and people. The 

country has achieved all-round socio-economic progress in the 67 years since its independence. India 

has become self-sufficient in agricultural production and has developed into one of the leading 

industrialized countries in the world. Since its liberalization in 1991, the country has constantly shown 

inclination and prudence in adopting global approach and skills. India is consistently attracting global 

majors for strategic investments, largely due to the presence of a vast range of industries, investment 

avenues and support from the Government.  

1.1.1 Geographical Profile 

Particulars Description 

Geographic Coordinates Latitudes - 8° 4' and 37° 6' North                  
Longitudes - 68° 7' and 97° 25' East 

Area 3.3 million sq. km. 

Neighboring Countries North - China, Bhutan, Nepal                             
North-west - Afghanistan, Pakistan                  
East - Myanmar, Bangladesh                             
South - Sri Lanka (separated from India by a narrow channel of sea, formed by Palk 
Strait and the Gulf of Mannar)               

Total Coastline 7516.6 km 

Climate Tropical 

Terrain The mainland comprises of four regions:     
1. The great mountain zone                               
2. Plains of the Ganga and the Indus               
3. The desert region                                            
4. The southern peninsula 

Natural Resources Coal, iron ore, manganese ore, mica, bauxite, petroleum, titanium ore, chromite, 
natural gas, magnesite, limestone, arable land, dolomite, barytes, kaolin, gypsum, 
apatite, phosphorite, steatite, fluorite, etc. 

Natural Hazards Monsoon floods, flash floods, earthquakes, droughts, and landslides 

Source: National Portal of India 

India covers an area of 3.3 million square kilometers, and is separated from mainland Asia by the 

Himalayas. The country is surrounded by the Bay of Bengal in the east, the Arabian Sea in the west, and 

the Indian Ocean in the south. Lying entirely in the northern hemisphere, the mainland extends between 
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latitudes 8° 4' and 37° 6' north and longitudes 68° 7' and 97° 25' east. It measures around 3214 

kilometers from north to south between the extreme latitudes, and about 2933 kilometers from east to 

west between the extreme longitudes. The country has a land frontier of approximately 15200 

kilometers. The aggregate length of the coastline, which includes that of the mainland, Lakshadweep 

Islands and Andaman & Nicobar Islands is 7516.6 kilometers. 

1.1.2 Demographic Profile 

Particulars Description 

Population (as on March 1, 2011) 1,210,193,422 (623.7 million males and 586.4 million females). 

Population Growth Rate (during 2001-11) 1.64% 

Crude Birth Rate (2009) 18.3 

Crude Death Rate (2009) 7.3 

Life Expectancy Rate (2006-11) Males - 65.8 years                                  
Females - 68.1 years 

Sex Ratio (Census 2011) 940 

Religions (Census 2001) Hindus - 80.5%                                         
Muslims - 13.4%                                                
Others - Christians, Sikhs, Buddhists, Jains, etc. 

Languages 22 

Literacy (provisional results of the 2011 
census) 

Overall: 74.04%                                          
Males: 82.14%                                                
Females: 65.46% 

Source: National Portal of India 

1.1.3 Administration 

Particulars Description 

Government Type Sovereign Socialist Secular Democratic Republic  

Capital New Delhi 

Administrative Divisions 29 states and 7 Union Territories 

Independence 15th August, 1947 

Constitution 26th January, 1950 

Legal System The Constitution is the fountain source of the legal system in the country 

Executive Branch Head of the State - The President                              
Head of the Government - The Prime Minister                                                     
Cabinet Ministry - The Council of Ministers 

Legislative Branch Lok Sabha 
Rajya Sabha  

Judicial Branch The Supreme Court of India, High Courts, Subordinate Courts          

Source: National Portal of India 

India is a Sovereign Socialist Secular Democratic Republic with a Parliamentary system of Government. It 

has its capital in New Delhi. The administrative divisions of the country comprise of 29 states and 7 

Union Territories. The country gained its independence from the British colonial rule on 15th August, 

1947, and its Constitution was come to force on 26th January, 1950. The President of India is the Head of 
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India ς Key Aspects 

V A labour force of 487.6 million 

V A large and growing middle class, creating a 

steady increase in domestic demand 

V An English-language business environment 

V Cost-competitiveness 

V World-class expertise in IT software and business 

process outsourcing, with services accounting for 

ƳƻǊŜ ǘƘŀƴ ƘŀƭŦ ƻŦ LƴŘƛŀΩǎ ƻǳǘǇǳǘ 

 

the State, while the Prime Minister is the Head of the Government. The Prime Minister runs office with 

the support of the Councils of Ministers who form the Cabinet Ministry. The Indian Legislature is 

comprised of the Lok Sabha (House of the People) and the Rajya Sabha (Council of States), which form 

both the Houses of the Parliament.  

 

1.2 Economy and Investment Scenario 

1.2.1 Overview 

India is set to become the third largest economy in 

the world by 2025, and it presents enormous 

opportunities for foreign investors. With a 

population of over 1.2 billion, more than half of 

which is under 25, the country has huge production 

and consumption potential. Since liberalization in 

1991, India has continuously recorded high growth 

rates, averaging quarterly GDP growth of 7.45% 

between 2000 and 2011. India captures 6% of the 

world GDP as per 2012 report1. 

 

The country has its strength in its huge labour force, growing middle class, growing domestic demand, 

global business environment, cost-competitiveness, IT expertise, etc. For foreign investors, these 

strengths have proven highly attractive. In spite of a challenging business environment that ranks 132nd 

in the WorlŘ .ŀƴƪΩǎ 5ƻƛƴƎ .ǳǎƛƴŜǎǎ ƭƛǎǘƛƴƎǎΣ LƴŘƛŀ ǊŜƳŀƛƴǎ ǘƘŜ ŦƻǳǊǘƘ Ƴƻǎǘ ŀǘǘǊŀŎǘƛǾŜ ŦƻǊŜƛƎƴ ŘƛǊŜŎǘ 

investment destination in the world, behind the US, China and the UK. 

 

LƴŘƛŀ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƻǳƴǘǊȅ ƛƴ ǘŜǊƳǎ ƻŦ ǇƻǇǳƭŀǘƛƻƴ ōŜƭƻǿ нм ȅŜŀǊǎ ŀƴŘ ƛƴ ǘŜǊƳǎ ƻŦ ǘƻǘŀl 

population it is the second largest country in the world. India has abundance of skilled and unskilled 

labour. Because of this India has become a land of many opportunities, especially business 

opportunities. Companies are looking at India for their business expansion. Also, due to globalization, 

the window of enjoying foreign product has opened in front of people. 

 

                                                           
1
 Department of Economic Affairs, Government of India 
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Starting a business in India is becoming considerably easier year after year. The objective of this 

guideline is to put a light on how difficult or easy to start and operate a business in India for a Chinese 

businessman.  It measures and tracks changes in regulations affecting 11 areas in the life cycle of a 

business: starting a business, dealing with construction permits, getting electricity, registering property, 

getting credit, protecting minority investors, paying taxes, trading across borders, enforcing contracts, 

resolving insolvency and labour market regulation. 

 

1.2.2 Key Macroeconomic Indicators    

Parameters 2004-05 2011-12 2013-14 (Advanced estimates) 

GDP at Current Price (US $ billion)* 834 1859 2048 

Real Per Capita GDP (US $)* 740 1540 1499 

Capital formation / GDP (%) ** 32.8 36.6 31.4 

Import (US $ billion)** 118.9 499.5 466.2 

Exports (US $ billion)**  85.2 309.8 318.6 

Trade deficit** -33.7 -189.8 -147.6 

Gross domestic savings (% of GDP)** 32.41 31.85 30.5 

Fiscal deficit(% of GDP)** 3.88 5.7 4.5 

FDI inflow (US $ million)** 6,051 46,556 36,046 

FDI inflow growth (from previous year)** 40% 34% 5% 

Source: * World Bank, 2014, **Planning commission India, 2014 

1.2.3 State-wise Economic Scenario 

Among all other 

Maharashtra has 

highest share in 

Indian GDP. Next 

position has taken by 

Gujarat. Madhya 

Pradesh is holding 

the first position in 

the expected growth 

in incremental GDP.  

TN = Tamil Nadu, AP = Andhra Pradesh, UP = Uttar Pradesh, MP = Madhya Pradesh 
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1.2.4 State-wise and Sector-wise Growth rate and Target Growth Rate 

Source: Planning commission of India, 2012 

1.2.5 Market Scenario 

¶ Indian markets grew by 19 per cent in the first half of FY14-15, the best performance by any 

market during this period, globally. The rise was primarily due to strong inflows from foreign 

institutional investors (FIIs).  

¶ India has contributed 10.25 per cent of the overall 3.9 per cent rise in the global market 

capitalization (market cap) this year, which has made it the second-highest contributor in the 

world. The valuation of Indian equities remains attractive, with a market cap-to-gross domestic 

product long-period average of 72 per cent. 

¶ Indian employees are expected to see a salary hike of 10.8 per cent in 2015, according to the 

Towers Watson 2014-15 Asia-Pacific Salary Budget Planning Report. The report indicated that 

due to increased economic growth, Indian employees at both ends of the hierarchy - top 

management and blue collar staff - are likely to see the highest comparative pay increase in 

2015. 

1.2.6 Strengths 

The key areas of strength for India are as follows: 

¶ Good growth prospects supported by 

ongoing economic liberalization and 

strong domestic demand 

¶ Stable financial system 

¶ Strong external liquidity position 

¶ High degree of political stability 

¶ Vibrant, transparent and high-yielding 

capital markets 

State Growth rate (%) (2005-06 to 2011-12) Target Growth rate (%) (2012-13 to 2017-18) 

Agriculture 
& allied 

Industry Services Total Agriculture 
& allied 

Industry Services Total 

Maharashtra 1.9 8.1 9.9 8.6 5.0 9.8 10.4 9.8 

Gujarat 4.5 9.8 11.5 9.8 3.0 10.0 10.5 9.6 

Tamil Nadu 1.1 4.9 11.1 8.3 4.3 8.6 10.8 9.8 

Andhra Pradesh 5.4 8.2 9.6 8.3 5.2 9.5 9.9 8.9 

Uttar Pradesh 3.0 5.4 9.6 6.9 3.5 9.1 9.7 8.3 

Karnataka 5.7 5.3 10.3 8.0 4.6 8.5 9.8 8.7 

Madhya Pradesh 5.6 9.4 10.8 9.1 5.0 8.7 9.1 8.0 

Rajasthan 6.6 5.2 9.1 7.2 4.6 7.9 9.6 8.3 

Bihar 1.2 16.0 15.8 12.1 3.5 9.8 10.7 9.4 

Odisha 3.4 8.3 10.3 8.2 4.0 9.6 9.9 8.9 
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¶ High savings and investment ratios 

¶ Strong and competitive private sector 

¶ Low susceptibility to event risk 

¶ Steadily rising government revenues 

¶ Healthy sectoral diversity of economy 

¶ Largely local currency denominated 

debt 

¶ Conducive investment climate 

¶ Strong financial regulatory framework  

¶ High growth in exports 

¶ Strong demographic advantage 

¶ Highly educated work force 

¶ Innovative society 

¶ Sectors with better investment 

opportunity

 

 

 

Chapter 2: Sectoral Overview 

Snapshots of the major sectors in India along with the principal areas of development have been 

provided in this section. 

2.1 Automobile 

¶ By 2015, India is expected to be the fourth largest automotive market by volume in the world. 

¶ Tractor sales in the country are expected to grow at CAGR of 8-9% in the next five years. 

¶ Two-wheeler production has grown from 8.5 Million units annually to 15.9 Million units in the 

last seven years. Significant opportunities exist in rural markets. 

¶ LƴŘƛŀΩǎ ŎŀǊ ƳŀǊƪŜǘ Ƙŀǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ǘƻ ƎǊƻǿ ǘƻ сҌ aƛƭlions units annually by 2020. 

¶ The emergence of large automotive clusters in the country: Delhi-Gurgaon-Faridabad in the 

north, Mumbai-Pune-Nashik-Aurangabad in the west, Chennai-Bengaluru-Hosur in the south 

and Jamshedpur-Kolkata in the east. 

¶ Global car majors have been ramping up investments in India to cater to growing domestic 

ŘŜƳŀƴŘΦ ¢ƘŜǎŜ ƳŀƴǳŦŀŎǘǳǊŜǊǎ Ǉƭŀƴ ǘƻ ƭŜǾŜǊŀƎŜ LƴŘƛŀΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ŀŘǾŀƴǘŀƎŜ ǘƻ ǎŜǘ ǳǇ ŜȄǇƻǊǘ-

oriented production hubs. 

¶ An R&D hub: strong support from the government in the setting up of NATRiP centers. Private 

players such as Hyundai, Suzuki, GM are keen to set up an R&D base in India. 

¶ Electric cars are likely to be a sizeable market segment in the coming decade. 
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2.2 Aviation 

¶ India is projected to be the 3rd largest aviation 

market by 2020.India is one the fastest growing 

aviation markets and currently the ninth largest 

civil aviation market in the world.  

¶ Total passenger traffic stood at 163.06 Million during 2013. India is one of the least penetrated 

air markets in the world with 0.04 trips per capita per annum as compared to 0.3 in China and 

more than 2 in the USA.  

¶ Indian carriers plan to increase their fleet size to reach 800 aircrafts by 2020. 

¶ The Indian aviation sector is likely to see investments totaling USD 12.1 Billion during 2012-17; 

USD 9.3 Billion is expected to come from the private sector. 

2.3 Biotechnology 

¶ India is amongst the top 12 biotech destinations in 

the world and ranks third in the Asia-Pacific 

region. 

¶ India has the second-highest number of USFDAς

approved plants, after the USA. 

¶ India adopted the product patent regime in 2005. 

¶ Increasing government expenditure will augment 

the growth of the sector τ the government aims 

to spend USD 3.7 Billion on biotechnology 

between the years 2012-17. 

¶ India is the largest producer of recombinant 

Hepatitis B vaccine. 

¶ India has the potential to become a major 

producer of transgenic rice and several genetically modified (GM) or engineered vegetables. 

2.4 Cement 

¶ There will be no custom duty on non-coking coal: In Budget 2012-13. This will have a positive 

impact of 1-1.5% on the cemeƴǘ ƛƴŘǳǎǘǊȅΩǎ ƻǇŜǊŀǘƛƴƎ ǇǊƻŦƛǘΣ 

¶ The Indian cement industry sources close to one-fourth of its total coal requirement through 

imported coal. 

2.5 Chemicals 

V Scheme for development of new 

airports in Tier I and Tier II will be 

launched for implementation through 

Airport Authority of India or PPPs. 

V The development of biotech clusters in 

Faridabad and Bengaluru will be scaled 

up and taken to the highest 

international quality.  

V The nascent agri-biotech cluster in 

Mohali will be scaled up to include 

plant-genetic and phenotype platforms. 

Secondary agriculture will be a major 

thrust in Mohali through collaborations 

in the public and private sector. In 

addition, two new clusters, in Pune and 

Kolkata will be established.  

V Global partnerships will be developed 

ǳƴŘŜǊ LƴŘƛŀΩǎ ƭŜŀŘŜǊǎƘƛǇ ǘƻ ǘǊŀƴǎŦƻrm 

the Delhi component of the 

International Centre for Genetic 

Engineering and Biotechnology (ICGEB) 

into a world-leader in life sciences and 

biotechnology. 
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¶ India is the third largest producer of chemicals in Asia and sixth by output, in the world. 

¶ LƴŘƛŀ ƛǎ ŎǳǊǊŜƴǘƭȅ ǘƘŜ ǿƻǊƭŘΩǎ ǘƘƛǊŘ ƭŀǊƎŜǎǘ ŎƻƴǎǳƳŜǊ ƻŦ ǇƻƭȅƳŜǊǎ ŀƴŘ ǘƘƛǊŘ ƭŀǊƎŜǎǘ ǇǊƻŘǳŎŜǊ ƻŦ 

agro-chemicals. 

¶ LƴŘƛŀΩǎ ǇǊƻȄƛƳƛǘȅ ǘƻ ǘƘŜ aƛŘŘƭŜ 9ŀǎǘΣ ǘƘŜ ǿƻǊƭŘΩǎ ǎƻǳǊŎŜ ƻŦ ǇŜǘǊƻŎƘŜƳƛŎŀƭ ŦŜŜŘǎǘƻŎƪΣ ƳŀƪŜǎ ŦƻǊ 

economies of scale. 

¶ Polymers and agro-chemicals industries in India present immense growth opportunities. 

2.6 Construction 

¶ An investment of USD 

1,000 Billion has been 

projected for the 

infrastructure sector until 

2017, 40% of which is to 

be funded by the private 

sector. 45% of infrastructure investment will be funneled into construction activity and 20% set 

to modernize the construction industry. 

¶ The Indian government has undertaken a number of measures to ease access to funding for the 

sector. 

¶ Construction activitiŜǎ ŎƻƴǘǊƛōǳǘŜ ƳƻǊŜ ǘƘŀƴ мл҈ ƻŦ LƴŘƛŀΩǎ D5tΦ 

¶ The construction industry in India has seen sustained demand from the industrial and real estate 

sector. 

¶ An estimated USD 650 Billion will be required for urban infrastructure over the next 20 years. 

2.7 Defence Manufacturing 

¶ LƴŘƛŀΩǎ ŎǳǊǊŜƴǘ ǊŜǉǳƛǊŜƳŜƴǘǎ ƻƴ ŘŜŦŜƴŎŜ ŀǊŜ ŎŀǘŜǊŜŘ ƭŀǊƎŜƭȅ ōȅ ƛƳǇƻǊǘǎΦ ¢ƘŜ ƻǇŜƴƛƴƎ ƻŦ ǘƘŜ 

strategic defence sector for private sector participation will help foreign original equipment 

manufacturers to enter into strategic partnerships with Indian companies and leverage the 

domestic markets and also aim at global business. Besides helping build domestic capabilities, 

this will bolster exports in the long term. 

¶ Opportunities to avail defence offset obligations to the tune of approximately INR 250 Billion 

during the next 7-8 years. 

¶ The offset policy (which stipulates the mandatory offset requirement of a minimum 30% for 

procurement of defence equipment in excess of INR 3 billion) introduced in the capital purchase 

V India has emerged as the largest PPP market in the world with over 

900 projects in various stages of development. An institution to 

provide support to mainstreaming PPPs called 3P India will be set up 

with a corpus of INR 5 billion. 

V A modified Real Estate Investment Trusts (REITS) type structure for 

infrastructure projects is also being announced as Infrastructure 

Investment Trusts (InvITs), which would have a similar tax efficient 

pass through status, for PPP and other infrastructure projects.  
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agreements with foreign defence players would ensure that an eco-system of suppliers is built 

domestically. 

¶ ¢ƘŜ ŎƻǳƴǘǊȅΩǎ ŜȄǘŜƴǎƛǾŜ ƳƻŘŜǊƴƛȊŀǘƛƻƴ ǇƭŀƴǎΣ ŀƴ ƛƴŎǊŜŀǎŜŘ ŦƻŎǳǎ ƻƴ ƘƻƳŜƭŀƴŘ ǎŜŎǳǊƛǘȅ ŀƴŘ 

LƴŘƛŀΩǎ ƎǊƻǿƛƴƎ ŀǘǘǊŀŎǘƛǾŜƴŜǎǎ ŀǎ ŀ ŘŜŦŜƴŎŜ ǎƻǳǊŎƛƴƎ ƘǳōΦ 
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2.8 Education 

¶ According to the Grant Thornton report, 

Education in India: Securing the demographic 

dividend, primary and secondary education, or 

the K-12 sector, is expected to reach USD 50 

billion in 2015. Consulting firm Technopak is 

also very bullish about the growth of the education sector and estimates that private education 

sector itself would grow to USD 115 billion by 2018. Technopak sees enrollments in the K-12 

level growing to 351 million, requiring an additional 34 million seats by 2018. Further, according 

to the report 40 Million by 2020: Preparing for a New Paradigm in Indian Higher Education by 

Ernst & Young, the higher education sector in India is expected to witness a growth of 18% per 

annum until 2020. 

¶ The National Development Council has approved the setting up of 14 world-class universities for 

innovation across the 11th and 12th Plan periods on the public-private partnership model. 

Further, the government has agreed to spend USD 675.90 million during the 11th Plan period 

for setting up 13 new Central universities and converting three existing state universities into 

Central universities. 

¶ As per a report by research firm RNCOS, the annual student enrolments for higher education are 

expected to grow at a rate of nearly 8.7% per annum during 2010-11 to 2012-13 and will require 

huge investments for developing the infrastructure.  

2.9 Electrical Machinery 

¶ Market-ƻǊƛŜƴǘŜŘ ǊŜŦƻǊƳǎΣ ǎǳŎƘ ŀǎ ǘƘŜ ǘŀǊƎŜǘ ƻŦ ΨtƻǿŜǊ ŦƻǊ !ƭƭΩ ŀƴŘ Ǉƭŀƴǎ ǘƻ ŀŘŘ ууΦр D² ƻŦ 

capacity by 2017 and 93 GW by 2022. 

¶ Incentives for capacity addition in power generation will increase the demand for electrical 

machinery. 

¶ Indian manufacturers are becoming more competitive with respect to their product designs, 

manufacturing and testing facilities. 

¶ A large pool of human resources and advancements in technologies. 

¶ Increasing scope for direct exports to neighboring countries. 

¶ Investments in research and development in the electrical machinery industry are amongst the 

ƭŀǊƎŜǎǘ ƛƴ LƴŘƛŀΩǎ ŎƻǊǇƻǊŀǘŜ ǎŜŎǘƻǊΦ 

V Government has proposed to set up at 

least five institutions as Technical 

Research Centres to strengthen the 

technical sector through Public Private 

Partnerships. 
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2.10 Electronic Systems 

¶ Global demand to reach USD 94.2 Billion by 

2015. 

¶ Large demand generated due to government 

schemes like the National Knowledge Network 

(NKN), National Optical Fiber Network (NOFN), tablets for the Education sector, a digitization 

policy and various other broadband schemes. 

¶ Adequately developed Electronic Manufacturing Services (EMS) industry is set to be a significant 

ŎƻƴǘǊƛōǳǘƻǊ ǘƻ ǘƘŜ ŜƴǘƛǊŜ ƛƴŘǳǎǘǊȅΩǎ ŘŜǾŜƭƻǇƳŜƴǘΦ 

¶ India has the third largest pool of scientists and technicians in the world. 

¶ Skilled manpower available in abundance in Semiconductor Design and Embedded Software. 

¶ Strong design and R&D capabilities in auto electronics and industrial electronics. 

2.11 Agriculture and Food Processing 

¶ A rich agriculture resource base ς 

India was ranked No. 1 in the 

world in 2012 in the production of 

bananas, mangoes, papayas, 

chickpea, ginger, okra, whole 

buffalo, goat milk and buffalo 

meat. 

¶ India ranks second in the world in 

the production of sugarcane, rice, 

potatoes, wheat, garlic, 

groundnut (with shells), dry 

onion, green pea, pumpkin, 

gourds, cauliflower, tea, tomatoes, lentils, wheat and cow milk. 

¶ ¢ƘŜ ŎƻǳƴǘǊȅΩǎ ƎǊƻǎǎ ŎǊƻǇǇŜŘ ŀǊŜŀ ŀƳƻǳƴǘǎ ǘƻмфф aƛƭƭƛƻƴ ƘŜŎǘŀǊŜǎΣ ǿƛǘƘ ŀ ŎǊƻǇǇƛƴƎ ƛƴǘŜƴǎƛǘȅ ƻŦ 

140%. The net irrigated area is 89.9 Million hectares. 

¶ A total of 127 agro-climatic zones have been identified in India. 

¶ Strategic geographic location and proximity to food-importing nations makes India favourable 

for the export of processed foods. 

V Three per cent cess on imported electronic 

goods will be imposed to encourage local 

manufacturers which could create an 

adverse effect on import. 

V Govt. has decided to set up two agricultural research 

institute and an amount of INR 1billion is being set aside 

ŦƻǊ ǎŜǘǘƛƴƎ ǳǇ ŀƴ ά!ƎǊƛ-¢ŜŎƘ LƴŦǊŀǎǘǊǳŎǘǳǊŜ CǳƴŘέΦ .ǳŘƎŜǘ 

also spoke about the need of private sector intervention in 

Agricultural sector. 

V DƻǾǘΦ ǿƛƭƭ ŜǎǘŀōƭƛǎƘ ŀ άbŀǘƛƻƴŀƭ !ŘŀǇǘŀǘƛƻƴ CǳƴŘέ ŦƻǊ 

climate change. As an initial sum an amount of INR 1billion 

will be transferred to the Fund. 

V Banks are providing strong credit support to the 

agriculture sector. A target of INR 8000 billion has been set 

for agriculture credit during 2014-15. 

V To develop warehouse infrastructure govt. decided to 

allocate INR 50 billion for the year 2014-15. 

V To improve access to irrigation govt. proposed to initiate 

ǘƘŜ ǎŎƘŜƳŜ άtǊŀŘƘŀƴ aŀƴǘǊƛ YǊƛǎƘƛ {ƛƴŎƘŀȅŜŜ ¸ƻƧŀƴŀέΦ 

Govt. will spent a sum of INR 10 billion for this purpose. 
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¶ An extensive network of food processing training, academic and research institutes spans the 

country. 

¶ 42 mega food parks are being set up in public-private partnership at an investment of INR 98 

Billion rupees. The parks have around 1200 developed plots with basic infrastructure enabled 

that entrepreneurs can lease for the setting up of food processing and ancillary units. 

¶ Attractive fiscal incentives have been instated by central and state governments and these 

include capital subsidies, tax rebates, depreciation benefits, as well as reduced custom and 

excise duties for processed food and machinery. 

¶ 121 cold chain projects are being set up to develop supply chain infrastructure. 

2.12 Gems and Jewellery 

¶ A FICCI-Technopak report estimates that gems and jewellery exports will grow to USD 58 billion 

by 2015. It also estimates that the domestic market for gems and jewellery will touch USD 35 

billion to USD 40 billion by 2015. 

¶ One of the most encouraging trends visible in the Indian gems and jewellery market is that the 

country is now beginning to move towards branded jewellery and consumers are increasingly 

accepting modern retail formats.  

2.13 Healthcare  

The main areas where a number of market opportunities exist for both domestic and foreign players in 

the Indian healthcare domain include medical tourism, healthcare insurance, telemedicine and medical 

equipment. 

The main driveǊǎ ƻŦ ƎǊƻǿǘƘ ƛƴ ǘƘŜ ƘŜŀƭǘƘŎŀǊŜ ǎŜŎǘƻǊ ŀǊŜ LƴŘƛŀΩǎ ōƻƻƳƛƴƎ ǇƻǇǳƭŀǘƛƻƴΤ ƎǊƻǿƛƴƎ ƳƛŘŘƭŜ 

class; increasing purchasing power; growth in infectious, chronic degenerative and lifestyle diseases; and 

rising awareness of personal healthcare. 

Some of the advantages and opportunity areas for further growth of the sector are: 

¶ A low-cost destination 

¶ Rising medical tourism 

¶ Rising population and Growing economy 

¶ Growth in the telemedicine sub sector 

¶ Growth in healthcare infrastructure 
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2.14 Heavy Industry Sector 

The key growth drivers for this sector are growth of the key user-industries; gƻǾŜǊƴƳŜƴǘΩǎ ǘƘǊǳǎǘ ƻƴ ǘƘŜ 

Power, Construction, Railways, Infrastructure and Auto industries; and India being preferred by global 

companies as an outsourcing destination as it enjoys lower labor cost and better designing capabilities. 

The sector has immense growth potential driven by big capacity creation plans in these user sectors like 

infrastructure, Oil and Gas, Power, Mining, Automobiles, Auto Components, Steel, Refinery and 

Consumer Durables etc. 

¶ Department of Heavy Industries (DHI) plans that Indian machine tools industry should secure a 

domestic market share 67% by 2020; the present level market share in 2011 being 30% only. 

This presents immense opportunities for foreign companies. 

¶ Additionally, DHI aims that India becomes one among the top 10 machine tool producing 

ƴŀǘƛƻƴǎ ƻŦ ǘƘŜ ǿƻǊƭŘ ōȅ нлнлΦ LƴŘƛŀΩǎ ǇǊŜǎŜƴǘ ƳŀŎƘƛƴŜ ǘƻƻƭ ǇǊƻŘǳŎǘƛƻƴ ǊŀƴƪƛƴƎ ƛǎ мф ƛƴ ǘƘŜ ǿƻǊƭŘΦ 

¶ DHI also aims to raise heavy industry exports to a significant level, with the present exports from 

the sector being insignificant. 

2.15 IT and BPM 

¶ IT-.ta ǎŜŎǘƻǊ ŎƻƴǎǘƛǘǳǘŜǎ уΦм҈ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ D5t ŀƴŘ ŎƻƴǘǊƛōǳǘŜǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ǘƻ ǇǳōƭƛŎ 

welfare.  

¶ LƴŘƛŀΩǎ L¢ ƛƴŘǳǎǘǊȅ ŀƳƻǳƴǘǎ ǘƻ т҈ ƻŦ ǘƘŜ Ǝƭƻōŀƭ ƳŀǊƪŜǘΣ ƭŀǊƎŜƭȅ ŘǳŜ ǘƻ ŜȄǇƻǊǘs.  

¶ 60% of firms use India for testing services.  

¶ Rapidly growing urban infrastructure has fostered several IT centers in the country.  

¶ The Indian IT industry has saved clients USD 200 billion in the past five years. 

2.16 Leather 

¶ The total production of the Indian leather industry stands at USD 11 billion with great potential 

for exports and a huge domestic market. 

¶ Exports have grown from USD 1.42 billion in 1990-91 to USD 6 billion in 2013-14. 

¶ Exports are projected to grow at 24% per annum over the next five years. 

¶ The domestic market is expected to double in the next five years. 

2.17 Media and Entertainment 

¶ Total market size of the Indian entertainment industry stood at INR 918 billion in 2013, growing 

by 11.8% over 2012.  
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¶ The industry is expected to register a CAGR of 14.2%, reaching INR 1785.8 billion in 2018.  

¶ The size of the television industry in India was estimated at INR 417 billion in 2013, with a 

projected CAGR of 16% between the years 2013-18, amounting to an INR 1785.8 billion industry 

in 2018.  

¶ LƴŘƛŀ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ǘƘƛǊŘ ƭŀǊƎŜǎǘ ¢± ƳŀǊƪŜǘΣ ŀŦǘŜǊ /Ƙƛƴŀ ŀƴŘ ǘƘŜ ¦{!Σ ǿƛǘƘ мсм million TV 

households.  

¶ India has a large broadcasting and distribution sector, comprising approximately 796 satellite TV 

channels, 6000 multi-system operators, around 60,000 local cable operators, 7 DTH operators 

and 4 IPTV service providers. 

2.18 Mining 

¶ India has vast minerals potential with mining leases granted for longer durations of 20 to 30 

years.  

¶ The demand for various metals and minerals will grow substantially over the next 15 years.  

¶ The power and cement industries also aid growth in the metals and mining sector.  

¶ LƴŘƛŀΩǎ ǎǘǊŀǘŜƎƛŎ ƭƻŎŀǘƛƻƴ ŜƴŀōƭŜǎ ŎƻƴǾŜƴƛŜƴǘ ŜȄǇƻǊǘǎΦ  

¶ LƴŘƛŀΩǎ ǇŜǊ ŎŀǇƛǘŀ ǎǘŜŜƭ ŎƻƴǎǳƳǇǘƛƻƴ ƛǎ ŦƻǳǊ ǘƛƳŜǎ ƭƻǿŜǊ ǘƘŀƴ ǘƘŜ Ǝƭƻōŀƭ ŀǾŜǊŀƎŜΦ  

¶ India has the worƭŘΩǎ ǎƛȄǘƘ ƭŀǊƎŜǎǘ ǊŜǎŜǊǾŜ ōŀǎŜ ƻŦ ōŀǳȄƛǘŜ ŀƴŘ ŦƛŦǘƘ ƭŀǊƎŜǎǘ ōŀǎŜ ƻŦ ƛǊƻƴ ƻǊŜΣ 

accounting for about 5% and 8% respectively of total world production. 

2.19 Oil and Gas 

¶ Policies such as the New Exploration Licensing Policy and the Coal Bed Methane Policy have 

been put in place to encourage investments across the industry value chain. Thirty-four blocks 

were put up for bidding in the ninth round of 

the National Exploration Licensing Policy 

(N.E.L.P). 

¶ Demand for primary energy in India is to 

increase threefold by 2035 to 1,516 million 

tonnes of Oil Equivalent from 563 million 

tonnes of Oil Equivalent in 2012. 

¶ Several industries are increasing consumption 

of natural gas in operations. 

¶ Several domestic companies such as the Oil 

V DƻǾŜǊƴƳŜƴǘΩǎ ƛƴǘŜƴǘƛƻƴ ǿƛƭƭ ōŜ ƻƴ ǘƘŜ 

acceleration of production and exploitation of 

Coal Bed Methane reserves.  

V The usage of PNG will be rapidly scaled up in a 

aƛǎǎƛƻƴ ƳƻŘŜ ŀǎ ƛǘ ƛǎ άŎƭŜŀƴέ ŀƴŘ ŜŦŦƛŎƛŜƴǘ ǘƻ 

deliver.  

V In order to complete the gas grid across the 

country, an additional 15,000 km of pipelines are 

required. It is proposed to develop these 

pipelines using appropriate PPP models. This will 

help increase the usage of gas, domestic as well 

as imported, which, in the long-term will be 

beneficial in reducing dependence on any one 

energy sources. 
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and Natural Gas Corporation, Reliance Industries Limited and Gujarat State Petroleum have 

reportedly found natural gas in deep waters. 

¶ As part of pricing reforms for the natural gas sector in 2013, the government approved a new 

pricing scheme to further align domestic prices with international market prices and to raise 

investment for the sector. 

¶ Despite being a net importer of crude oil, India has become a net exporter of petroleum 

products by investing in refineries designed for export, particularly in Gujarat. 

¶ Several private companies have emerged as important players in the past decade. Cairn India, a 

ǎǳōǎƛŘƛŀǊȅ ƻŦ .ǊƛǘƛǎƘ ŎƻƳǇŀƴȅ /ŀƛǊƴ 9ƴŜǊƎȅΣ ŎƻƴǘǊƻƭǎ ƳƻǊŜ ǘƘŀƴ нл҈ ƻŦ LƴŘƛŀΩǎ ŎǊǳŘŜ ƻƛƭ 

production through its operation of major stakes in the Rajasthan and Gujarat regions and the 

Krishna-Godavari basin. 

¶ Private companies such as Reliance Industries Limited and Essar Oil have become major refiners. 

¶ The government is preparing to issue the 10th round of bidding for the National Exploration 

Licensing Policy. 

¶ It is a transparent and level playing field for private investors and national oil companies ς both 

enjoy the same fiscal and contract terms. 

¶ 60% of the prognosticated reserves of 28,000 MMT are yet to be harnessed. 

2.20 Pharmaceuticals 

¶ India is expected to rank amongst the top three pharmaceutical markets in terms of incremental 

growth by 2020. 

¶ India is the sixth largest market globally in terms of size. 

¶ LƴŘƛŀΩǎ ƎŜƴŜǊƛŎ ŘǊǳƎǎ ŀŎŎƻǳƴǘ ŦƻǊ нл҈ ƻŦ Ǝƭƻōŀƭ ŜȄǇƻǊǘǎ ƛƴ ǘŜǊƳǎ ƻŦ ǾƻƭǳƳŜΣ ƳŀƪƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅ 

the largest provider of generic medicines globally. 

¶ LƴŘƛŀΩǎ Ŏƻǎǘ ƻŦ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƭƻǿŜǊ ǘƘŀƴ ǘƘŀǘ ƻŦ ǘƘŜ ¦{! ŀƴŘ ŀƭƳƻǎǘ ƘŀƭŦ ƻŦ ǘƘŀǘ ƻŦ 

Europe. 

2.21 Shipping/Port 

¶ An unprecedented increase in cargo-handling capacity ς 800 million metric tonnes in February 

2014, from 575 million metric tonnes in 2009. 

¶ 87 new port projects have been sanctioned in the last four years, with an investment of INR 430 

billion. 28 PPP terminals are in operation in major ports and another 45 are under construction. 

¶ New projects have seen an increase in capacity of 558 Mega million tonnes per annum. 
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¶ A projected increase in cargo 

capacity of 2289 million metric 

tonnes by 2017 from 1235 million 

metric tonnes in 2012. 

¶ A projected increase in cargo traffic 

at major ports ς 943 million metric 

tonnes by 2017 from 546 million 

metric tonnes in 2013. 

¶ A projected increase in cargo traffic 

at non-major ports ς 815 million 

metric tonnes by 2017 from 388 

million metric tonnes in 2013. 

¶ Container demand is expected to 

increase to 21 million άǘǿŜƴǘȅ Ŧƻƻǘ 

equivalent unitέ (T.E.U) by 2017, from 6.5 million T.E.U in 2012. 

¶ Special Economic Zones are being developed in close proximity to several ports ς comprising 

coal-based power plants, steel plants and oil refineries. 

2.22 Railways 

¶ Indian Railways has begun 

exploring the PPP mode of 

delivery and aims to award 

projects worth USD 1,000 billion 

through the PPP route. 

¶ Last-mile connectivity to boost business activity in and around ports and mines has been 

proposed through the formation of special purpose vehicle (SPV) companies under the Public 

Private Partnership (PPP) model. 

¶ The Indian Railways aims to involve private equity through individuals, NGOs, trusts, charitable 

institutions, corporate, etc. to provide passenger amenities such as battery-operated carts to 

facilitate movement for senior citizens and differently abled, at stations. 

¶ To strengthen rail connectivity with various ports, IR has floated SPVs under the PPP mode. 

Pipavav Rail Corporation Ltd., Bharuch-Dahej Railway Company Ltd., Kutch Railway Company 

V A policy for encouraging the growth of Indian 

controlled tonnage will be formulated to ensure 

increase in employment of the Indian seafarers. 

Development of ports is also critical for boosting 

trade. Sixteen new port projects are proposed to be 

awarded this year with a focus on port connectivity. 

INR 116.35 billion will be allocated for the 

development of Outer Harbour Project in Tuticorin 

for phase I. SEZs will also be developed in Kandla 

and JNPT. A comprehensive policy will also be 

announced to promote Indian ship building industry 

in the current financial year. 

V ! ǇǊƻƧŜŎǘ ƻƴ ǘƘŜ ǊƛǾŜǊ DŀƴƎŀ ŎŀƭƭŜŘ ΨWŀƭ aŀǊƎ ±ƛƪŀǎΩ 

(National Waterways-I) will be developed between 

Allahabad and Haldia to cover a distance of 1620 

km, which will enable commercial navigation of at 

least 1500 tonne vessels. The project will be 

completed over a period of six years at an estimated 

cost of INR 42 billion. 

V 100% FDI in the railway infrastructure segment has been 

allowed recently which has opened up opportunities for 

participation in infrastructure projects such as high-speed 

railways, railway lines to and from coal mines and ports, 

projects relating to electrification, high-speed tracks and 

suburban corridors. 
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Ltd., Hassan-Mangalore Rail Development Company, Obullavaripalle-Krishnapatnam Railway 

Company Ltd., and Anugul-Sukinda Railway Company Ltd., have been established. 

¶ Three rail connectivity projects namely Gevra Road-Pendra Road new line, Raigarh-Bhupdeopur 

new line and Jaigarh Port connectivity projects are being implemented through the joint venture 

route. 

2.23 Renewable Energy 

¶ India has the fifth largest power 

generation portfolio worldwide with a 

power generation capacity of 245 GW. 

¶ Economic growth, increasing prosperity, 

a growing rate of urbanization and rising 

per capita energy consumption has 

widened access to energy in the country. 

¶ Current renewable energy contribution 

stands at 31.70 GW of the total installed 

capacity of 245 GW in the country as on 31.03.2014. 

¶ Wind energy is the largest renewable energy source in India. The Jawaharlal Nehru National 

Solar Mission aims to generate 20,000 MW of solar power by 2022, creating a positive 

ŜƴǾƛǊƻƴƳŜƴǘ ŀƳƻƴƎ ƛƴǾŜǎǘƻǊǎ ƪŜŜƴ ǘƻ ǘŀǇ ƛƴǘƻ LƴŘƛŀΩǎ ǇƻǘŜƴǘƛŀƭΦ 

¶ The country offers unlimited growth potential for the solar photovoltaic industry. 

2.24 Roads and Highways 

¶ The transport sector constitutes 6% 

ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ D5t ŀƴŘ тл҈ ƻŦ ǘƘŜ 

share of the roads sector. 

¶ India has an extensive road network 

of 4.86 million kms which is the 

second largest in the world. 

¶ More than 60% of freight and 90% of passenger traffic in the country is handled by road. 

¶ The government of India has launched major initiatives to upgrade and strengthen highways and 

expressways in the country. 

¶ The private sector has emerged as a key player in the development of road infrastructure. 

V INR 5000 million will be allocated for the proposed 

Ultra Mega Solar Power Projects in Rajasthan, 

Gujarat, Tamil Nadu, and Ladakh in J&K.  

V INR 4000 million will be allocated for solar power 

driven agricultural pump sets and water pumping 

stations for energizing 0.1 million pumps.  

V An additional INR 1000 million is set aside for the 

development of 1 MW Solar Parks on the banks of 

canals. Implementation of the Green Energy 

Corridor Project will be accelerated in this financial 

year to facilitate evacuation of renewable energy 

across the country. 

V INR 378.8 billion investment in National Highways 

Authority of India and State Roads will be provided. It 

includes INR 30 billion for the North East. During CFY a 

target of NH construction of 8500 km will be achieved.  

V For project preparation NHAI and develop better 

transportation system INR 5 billion will be provided. 
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¶ The value of roadways and bridge infrastructure in India is expected to grow at a CAGR of 17.4% 

between the years 2012-17, to reach USD 10 billion. 

2.25 Space 

¶ Through the last four deŎŀŘŜǎΣ LƴŘƛŀΩǎ ǎǇŀŎŜ ǇǊƻƎǊŀƳ Ƙŀǎ ŀǘǘǊŀŎǘŜŘ Ǝƭƻōŀƭ ŀǘǘŜƴǘƛƻƴ ŦƻǊ ƛǘǎ 

accelerated rate of development. 

¶ LƴŘƛŀΩǎ Ŏƻǎǘ-effective space program has launched 40 satellites for 19 countries to date and has 

ǘƘŜ ǇƻǘŜƴǘƛŀƭ ǘƻ ǎŜǊǾŜ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǳƴŎƘǇŀŘΦ 

¶ The Indian Space Research Organization (ISRO) has forged a strong relationship with a large 

number of industrial enterprises, both in the public and private sector, to implement its space 

projects. 

2.26 Textiles and Garments 

¶ India has the second largest manufacturing capacity globally. 

¶ ¢ƘŜ LƴŘƛŀƴ ǘŜȄǘƛƭŜ ƛƴŘǳǎǘǊȅ ŀŎŎƻǳƴǘǎ ŦƻǊ ŀōƻǳǘ нп҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǎǇƛƴŘƭŜ ŎŀǇŀŎƛǘȅ ŀƴŘ у҈ ƻŦ 

global rotor capacity. 

¶ India has the highest loom capacity (including 

ƘŀƴŘ ƭƻƻƳǎύ ǿƛǘƘ со҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƳŀǊƪŜǘ 

share. 

¶ India accounts for aōƻǳǘ мп҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

production of textile fiber and yarn and is the 

largest producer of jute and the second 

largest producer of silk and cotton. 

¶ A strong production base of a wide range of 

fiber/yarn from natural fibers like cotton/jute, 

silk and wool to synthetic/man-made fibers 

like polyester, viscose, nylon and acrylic. 

¶ Increased penetration of organized retail, 

favorable demographics and rising income 

levels to drive textile demand. 

¶ Abundant supply of raw materials (cotton, 

wool, silk and jute) and increasing demand for 

exports are the main reason behind 

increasing fiber production.  

V Entrepreneur friendly legal bankruptcy framework will 

also be developed for SMEs to enable easy exit. A 

ƴŀǘƛƻƴǿƛŘŜ ά5ƛǎǘǊƛŎǘ ƭŜǾŜƭ LƴŎǳōŀǘƛƻƴ ŀƴŘ !ŎŎŜƭŜǊŀǘƻǊ 

tǊƻƎǊŀƳƳŜέ ǿƻǳƭd be taken up for incubation of new 

ideas and providing necessary support for accelerating 

entrepreneurship. 

V Trade Facilitation Centre and a Crafts Museum with an 

outlay of INR 500 million will be established to develop 

and promote handloom products and carry forward the 

rich tradition of handlooms of Varanasi, which will also 

support a Textile mega-cluster. Six more Textile mega-

clusters at Bareily, Lucknow, Surat, Kuttch, Bhagalpur, 

Mysore and one in Tamil Nadu will be set up and s sum 

of INR 2 billion will be allocated for this purpose.  

V Hastkala Academy for the preservation, revival, and 

documentation of the handloom/handicraft sector in 

PPP mode in Delhi will be set up and a sum of INR 300 

million will be provided for this purpose.  

V Pashmina Promotion Programme (P-3) and a 

programme for the development of other crafts of 

Jammu & Kashmir will be conducted and a sum of INR 

500 million will be allocated for this purpose.  
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2.27 Thermal Power 

¶ The government is targeting a capacity 

addition of 88.5 GW during 2012-17 and 86.4 

GW during 2017-22. 

¶ The National Tariff Policy (2006) ensured 

adequate return on investment to companies 

engaged in power generation, transmission 

and distribution and to companies producing 

assured electricity to end users at affordable 

and competitive rates. 

¶ Launch of the Ultra Mega Power Project (UMPP) scheme through tariff-based competitive 

bidding. 

¶ Proven natural gas reserves measure up to 1,354.76 billion cubic meters. 

2.28 Tourism and Hospitality 

¶ India ranks 42nd in the United Nations World 

Tourism Organization rankings for foreign 

tourist arrivals. 

¶ India registered 6.97 million foreign tourist 

arrivals in 2013, registering an annual 

growth of 5.9% over the previous year. 

¶ The foreign exchange earnings from tourism during 2013 were USD 18.13 billion, registering an 

annual growth of 2.2% over the previous year. 

¶ India is the 16th Ƴƻǎǘ ǾƛǎƛǘŜŘ ŎƻǳƴǘǊȅ ƛƴ ǘƘŜ ǿƻǊƭŘΣ ǿƛǘƘ ŀ ǎƘŀǊŜ ƻŦ мΦрс҈ ƛƴ ǘƘŜ ǿƻǊƭŘΩǎ ǘƻǳǊƛǎƳ 

receipts. 

¶ India offers geographical diversity, attractive beaches, 30 World Heritage Sites and 25 bio-

geographic zones. 

¶ India has a diverse portfolio of niche tourism products ς cruises, adventure, medical, wellness, 

sports, MICE, eco-tourism, film, rural and religious tourism. Domestic tourism contributes to 

three-fourths of the tourism economy. The UNWTO has forecast that the travel and tourism 

industry in India will grow by 8% per annum between 2008 and 2016. 

¶ Foreign exchange earnings from tourism are likely to show annualized growth of 14% during the 

same period. 

V To promote cleaner and more efficient thermal power, 

an initial sum of INR 1 billion will be allocated for 

ǇǊŜǇŀǊŀǘƻǊȅ ǿƻǊƪ ŦƻǊ ŀ ƴŜǿ ǎŎƘŜƳŜ ά¦ƭǘǊŀ-Modern 

{ǳǇŜǊ /ǊƛǘƛŎŀƭ /ƻŀƭ .ŀǎŜŘ ¢ƘŜǊƳŀƭ tƻǿŜǊ ¢ŜŎƘƴƻƭƻƎȅΦέ 

V The existing impasse in the coal sector will be resolved 

and adequate quantity of coal will be provided to 

power plants which are already commissioned or 

would be commissioned by March 2015, to unlock 

dead investments. An exercise to rationalize coal 

linkages which will optimize transport of coal and 

reduce cost of power is underway. 

V Government will invest INR 5 billion for the 

development of tourism sector. 

V In order to give a major boost to tourism in India, 

the facility of Electronic Travel Authorization (e-

Visa) would be introduced in a 7 phased manner at 

nine airports in India. 
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2.29 Miscellaneous  

¶ The eBiz platform aims to create a business and investor friendly ecosystem in India by making 

all business and investment related clearances and compliances available on a 24x7 single 

portal, with an integrated payment gateway. All Central Government Departments and 

Ministries were supposed to integrate their services with the eBiz platform on priority by 31st  

December, 2014.  

¶ A National Industrial Corridor Authority, with its headquarters in Pune, is being set up to 

coordinate the development of the industrial corridors, with smart cities linked to transport 

connectivity, which will bŜ ǘƘŜ ŎƻǊƴŜǊǎǘƻƴŜ ƻŦ ǘƘŜ ǎǘǊŀǘŜƎȅ ǘƻ ŘǊƛǾŜ LƴŘƛŀΩǎ ƎǊƻǿǘƘ ƛƴ 

manufacturing and urbanization. Govt. has provided an initial corpus of INR 1 billion for this 

purpose.  

¶ The Amritsar Kolkata Industrial master planning will be completed expeditiously for the 

establishment of industrial smart cities in seven States of India. The master planning of three 

new smart cities in the Chennai-Bengaluru Industrial Corridor region, viz., Ponneri in Tamil Nadu, 

Krishnapatnam in Andhra Pradesh and Tumkur in Karnataka will also be completed.  

¶ The perspective plan for the Bengaluru Mumbai Economic corridor (BMEC) and Vizag-Chennai 

corridor would be completed with the provision for 20 new industrial clusters.  

¶ Kakinada, its adjoining area and the port will be developed as the key drivers of economic 

growth in the region with a special focus on hardware manufacturing.  

¶ Exports cannot be exponentially increased unless the states play a very active role in export 

promotion by providing good infrastructure and full facilitation. It will be our endeavour to 

ŜƴƎŀƎŜ ǿƛǘƘ ǘƘŜ ǎǘŀǘŜǎ ǘƻ ǘŀƪŜ LƴŘƛŀΩǎ ŜȄǇƻǊǘǎ ǘƻ ŀ ƘƛƎƘŜǊ ƎǊƻǿǘƘ ǘǊŀƧŜŎǘƻǊȅΦ Lǘ ƛǎ ǇǊƻǇƻǎŜŘ ǘƻ 

establish an Export promotion Mission to bring all stakeholders under one umbrella.  

¶ The Government is committed to revive the Special Economic Zones (SEZs) and make them 

effective instruments of industrial production, economic growth, export promotion and 

employment generation. For achieving this, effective steps would be undertaken to 

operationalize the Special Economic Zones, to revive ǘƘŜ ƛƴǾŜǎǘƻǊǎΩ ƛƴǘŜǊŜǎǘ ǘƻ ŘŜǾŜƭƻǇ ōŜǘǘŜǊ 

infrastructure and to effectively and efficiently use the available unutilized land. 

2.30 MSME 

¶ Govt. proposed to appoint a committee with representatives from the Finance Ministry, 

Ministry of MSME, and Reserve Bank of India (RBI) to give concrete suggestions in three months.  
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¶ In order to create a conducive eco-system for the venture capital in the MSME sector it is 

proposed to establish a INR 100 billion fund to act as a catalyst to attract private Capital by way 

of providing equity, quasi equity, soft loans and other risk capital for start-up companies.  

¶ To establish technology centre network to promote innovation, entrepreneurship and agro-

industry, a fund with a corpus of INR 2 billion will be set up.  

¶ The definition of MSME will be reviewed to provide for a higher capital ceiling. A programme to 

facilitate forward and backward linkages with multiple value chain of manufacturing and service 

delivery will also be put in place.  

¶ 20% set-aside in public procurement in all central govt. purchases will become mandatory by 1st 

April 2015 from MSME sector. 

2.31 Capital Market 

¶ Introduction of uniform Know Your Customer (KYC) norms and inter-usability of the KYC records 

across the entire financial sector.  

¶ Introduce one single operating demat account so that Indian financial sector consumers can 

access and transact all financial assets through this one account. 

2.32 Banking 

¶ Long term financing for infrastructure has been a major constraint in encouraging larger private 

sector participation in this sector. On the asset side, banks will be encouraged to extend long 

term loans to infrastructure sector with flexible structuring to absorb potential adverse 

contingencies, sometimes known as the 5/25 structure. On the liability side, banks will be 

permitted to raise long term funds for lending to infrastructure sector with minimum regulatory 

pre-emption such as CRR, SLR and Priority Sector Lending (PSL).  

¶ RBI will create a framework for licensing small banks and other differentiated banks. 

Differentiated banks serving niche interests, local area banks, payment banks etc. are 

contemplated to meet credit and remittance needs of small businesses, unorganized sector, low 

income households, farmers and migrant work force.  

2.33 Insurance Sector 

¶ To increase insurance penetration, government would to support the stake holders. The support 

would include suitable incentives, using banking correspondents, strengthening micro-offices 

opened by public sector insurance. It is also proposed to take up the pending insurance laws 

(amendment) Bill for consideration of the Parliament. 
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Chapter 3: Foreign Direct Investment 

A foreign company planning to set up business operations in India has the following options: 

3.1 Automatic Route 

FDI up to 100% is allowed under the automatic route in all activities/sectors except the following which 

require prior approval of the Government:  

¶ Activities/items that require an Industrial License;  

¶ Proposals in which the foreign collaborator has an existing financial / technical collaboration in 

India in the 'same' field, 

¶ Proposals for acquisition of shares in an existing Indian company in: Financial services sector and 

where Securities & Exchange Board of India (Substantial Acquisition of Shares and Takeovers ) 

Regulations, 1997 is attracted;  

¶ All proposals falling outside notified sectoral policy/caps or under sectors in which FDI is not 

permitted.  

FDI in sectors/activities to the extent permitted under automatic route does not require any prior 

approval either by the Government or RBI. The investors are only required to notify the Regional office 

concerned of RBI within 30 days of receipt of inward remittances and file the required documents with 

that office within 30 days of issue of shares to foreign investors.  

¶ 100% FDI is allowed under the automatic route in the auto sector 

¶ 100% FDI is allowed under the automatic route in the auto components sector 

¶ 100% FDI is permitted for Greenfield airport projects under the automatic route. Up to 74% FDI 

is permitted for existing airport projects under the automatic route. Up to 100% FDI is permitted 

in helicopter services and seaplanes under the automatic rout. Up to 100% FDI is permitted in 

maintenance and repair organizations; flying training institutes; and technical training institutes 

under the automatic route. 

¶ Foreign Direct Investment (FDI) up to 100% is permitted through the automatic route for 

Greenfield and through the government route for Brownfield, for pharmaceuticals. 

¶ 100% FDI is allowed under the automatic route in the chemicals sector, subject to all the 

applicable regulations and laws. 
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¶ 100% FDI through the automatic route is permitted in townships, housing, built-up 

infrastructure and construction-development projects (including, but not restricted to housing, 

commercial premises, hotels, resorts, hospitals, educational institutions, recreational facilities, 

city and regional level infrastructure). 

¶ 100% FDI is allowed under the automatic route in the electrical machinery sector. 

¶ 100% FDI is allowed under the automatic route in the Electronics Systems Design & 

Manufacturing sector. 

¶ 100% FDI is permitted in the automatic route for most food products except for items reserved 

for micro and small enterprises.  

¶ Up to 100% FDI is permitted under the automatic route in data processing, software 

development and computer consultancy services, software supply services, business and 

management consultancy services, market research services, technical testing and analysis 

services. 

¶ 100% Foreign Direct Investment is permitted through the automatic route. 

¶ FDI up to 100% is permitted under automatic route in exploration activities of oil and natural gas 

fields, infrastructure related to the marketing of petroleum products and natural gas, marketing 

of natural gas and petroleum products, petroleum product pipelines, natural gas/pipelines, LNG 

re-gasification, market study and formulation and petroleum refining in the private sector. 

¶ Telecom-upto 49% FDI is allowed through automatic route. 

¶ FDI up to 49% is permitted under automatic route in petroleum refining by Public Sector 

Undertakings (PSUs), without any disinvestment or dilution of domestic equity in the existing 

PSUs. 

¶ 100% FDI is allowed under the automatic route for projects related to the construction and 

maintenance of ports and harbours. 

¶ Railways (100%) FDI is allowed under automatic route. 

¶ Courier service (100%) FDI is allowed under automatic route. 

¶ Foreign Direct Investment (FDI) up to 100% is permitted under the automatic route for 

renewable energy generation and distribution projects subject to provisions of The Electricity 

Act, 2003. 

¶ 100% FDI is allowed under the automatic route in the road and highways sector. 

¶ 100% FDI is allowed under the automatic route in the textile sector. 
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¶ 100% FDI is allowed under the automatic route in the power sector (except atomic energy). FDI 

in power exchanges up to 49% (26% FDI+23% FII/FPI) is under the automatic route 

¶ 100% FDI is allowed under the automatic route in tourism and hospitality including the 

development of hotels, resorts and recreational facilities. 

¶ 100% FDI is permitted in the AYUSH sector. 

¶ 100 percent Foreign Direct Investment (FDI) in the education sector through automatic route. 

¶ Asset reconstructionς upto 49% is allowed. 

3.2 Government Route 

FDI in activities not covered under the automatic route requires prior Government approval and are 

considered by the Foreign Investment Promotion Board (FIPB), Ministry of Finance. Application can be 

made in Form FC-IL; Plain paper applications carrying all relevant details are also accepted. No fee is 

payable. 

3.3 {ŜŎǘƻǊǎ wŜǉǳƛǊƛƴƎ /ŜƴǘǊŀƭ DƻǾŜǊƴƳŜƴǘΩǎ !ǇǇǊƻǾŀƭ 

¶ Tea sector, including plantations ς 100%. 

¶ Mining and mineral separation of titanium-bearing minerals and ores, its value addition and 

integrated activities -100%. 

¶ FDI in enterprise manufacturing items reserved for small scale sector ς 100%. 

¶ Defence ς up to 49% under FIPB/CCEA approval, beyond ς 49% under CCS approval (on a case-

to-case basis, wherever it is likely to result in access to modern and state-of-the-art technology 

in the country). 

¶ Teleports (setting up of up-linking HUBs/Teleports), Direct to Home (DTH), Cable Networks 

(Multi-system operators operating at National or State or District level and undertaking 

upgradation of networks towards digitalization and addressability), Mobile TV and Head-end in 

the Sky Broadcasting Service(HITS) ς beyond 49% and up to 74%. 

¶ Broadcasting Content Services: up-linking of news and current affairs channels ς 26%, up-linking 

of non-news and current affairs TV channels ς 100%. 

¶ Publishing/printing of scientific and technical magazines/specialty journals/periodicals ς 100%. 

¶ Print media: publishing of newspaper and periodicals dealing with news and current affairs- 

26%, Publication of Indian editions of foreign magazines dealing with news and current affairs- 

26%. 

¶ Terrestrial Broadcasting FM (FM Radio) ς 26%. 
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¶ Publication of facsimile edition of foreign newspaper ς 100%. 

¶ Airports ς Brownfield ς beyond 74%. 

¶ Non-scheduled air transport service ς beyond 49% and up to 74%. 

¶ Ground-handling services ς beyond 49% and up to 74%. 

¶ Satellites ς 74%. 

¶ Private securities agencies ς 49%. 

¶ Telecom-beyond 49% FDI is allowed in this sector. 

¶ Single brand retail ς beyond 49%. 100% FDI is allowed in this sector. 

¶ Asset reconstruction company ς beyond 49% and up to 100% 

¶ Banking private sector (other than WOS/Branches) ς beyond 49% and up to 74%, public sector ς 

20%. 

¶ Pharmaceuticals ς Brownfield ς 100%.  Certain products such as wax candles, laundry soaps, 

safety matches, fireworks and incense sticks fall under items reserved for the MSME sector in 

which FDI beyond 24% is permitted under the government route. 

¶ 100% FDI is permitted for alcoholic beverages, with the requirement of an industrial license. 

¶ Mining and mineral separation of titanium-bearing minerals and ores, its value addition and 

integrated activities fall under the government route of foreign direct investment up to 100%. 

3.4 Prohibited Sectors 

FDI is prohibited in the following sectors: 

¶ Retail Trading  

¶ Atomic Energy  

¶ Lottery Business  

¶ Gambling and Betting  

¶ Housing and Real Estate business  

¶ Agriculture (excluding Floriculture, 

Horticulture, Development of Seeds, 

Animal Husbandry, Pisciculture and 

Cultivation of Vegetables, Mushrooms 

etc. under controlled conditions and 

services related to agro and allied 

sectors).  

¶ Plantations (Other than Tea 

plantations).  

3.5 FDI and FII Caps 

¶ Petroleum Refining by PSU (49%). 

¶ Teleports (setting up of up-linking 

HUBs/Teleports), Direct to Home (DTH), 

Cable Networks (Multi-system 

operators (MSOs) operating at national, 

state or district level and undertaking 

upgradation of networks towards 

digitalization and addressability), 
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Mobile TV and Head-end in the Sky 

Broadcasting Service (HITS) ς (74%). 

¶ Cable Networks (49%). 

¶ Broadcasting content services- FM 

Radio (26%), up-linking of news and 

current affairs TV channels (26%). 

¶ Print Media dealing with news and 

current affairs (26%). 

¶ Air transport services- scheduled air 

transport (49%), non-scheduled air 

transport (74%). 

¶ Ground handling services ς Civil 

Aviation (74%). 

¶ Satellites- establishment and operation 

74%). 

¶ Private security agencies (49%). 

¶ Private Sector Banking- Except branches 

or wholly owned subsidiaries (74%). 

¶ Public Sector Banking (20%). 

¶ Public sector undertakings (49%) 

¶ Commodity exchanges (49%). 

¶ Credit information companies (74%). 

¶ Infrastructure companies in securities 

market (49%). 

¶ Insurance and sub-activities (FDI and FII 

-49%). 

¶ Power exchanges (FDI-26%, FII -23). 

¶ Defence (49% above 49% to CCS). 

¶ Pickles, mustard oil, groundnut oil and 

bread (24%). 

¶ FDI in coal mining is allowed for captive 

consumption only. 
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3.6 

Change 

in FDI 

Policy 

                                                                                                                          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Doing business in India, 2015   

Sector/Industry Previous policy 2014 Revised Policy 

Investment Cap Approval 
Route 

Investment Cap Approval 
Route 

Commodity 
Exchange 

49% (FDI + FII) 
FDI Cap : 26% FII Cap: 23% 

Government FDI Cap : 26% 
FII Cap: 23% 

Automatic 

Power Exchange 
49% (FDI + FII) 
FDI Cap : 26% 
FII Cap: 23% 

Government 
 

FDI Cap : 26% 
FII Cap: 23% 

Automatic 

Assets 
Reconstruction 

74% (FDI + FII) Government Up to 49% Automatic 

49% to 100% 

Insurance 26% ( FDI) Automatic 49% (FDI + FII) Government 

Telecom service 

Up to 49% 
 

Automatic Up to 49% Automatic 

Above 49% and up to 74% Government Above 49% and up 
to 100% 

Government 

Courier Service 100% Government 100% Automatic 

Test Marketing 100% Government 100% Automatic 

Petroleum 
refining  by public 
sector 
undertakings 

49% Government 49% Automatic 

Defense 
Production 

26% (FDI) Government 49% and above 
49% 

Automatic 
Government 

Railways N/A   Automatic 
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3.7 Procedures to be followed after Investment is Made under the Automatic Route or with 

Government Approval 

A two-stage reporting procedure has to be followed: 

On Receipt of Share Application Money 

¶ Within 30 days of receipt of share application money/amount of consideration from the non-

resident investor, the Indian company is required to report to the Foreign Exchange 

Department, Regional Office concerned of the Reserve Bank of India, under whose jurisdiction 

its Registered Office is located, the Advance Reporting Form, containing the following details : 

¶ Name and address of the foreign investor/s; 

¶ Date of receipt of funds and the Rupee equivalent; 

¶ Name and address of the authorized dealer through whom the funds have been received; 

¶ Details of the Government approval, if any; and 

¶ KYC report on the non-resident investor from the overseas bank remitting the amount of 

consideration. 

¶ The Indian company has to ensure that the shares are issued within 180 days from the date of 

inward remittance which otherwise would result in the contravention / violation of the FEMA 

regulations. 

¶ Upon issue of shares to non-resident investors: 

Within 30 days from the date of issue of shares, a report in Form FC-GPR- PART A together with the 

following documents should be filed with the Foreign Exchange Department, Regional Office concerned 

of the Reserve Bank of India. 

ω Certificate from the Company Secretary of the company accepting investment from persons 

resident outside India certifying that: 

The company has complied with the procedure for issue of shares as laid down under the FDI 

scheme as indicated in the Notification No. FEMA 20/2000-RB dated 3rd May 2000, as amended 

from time to time. 

ω The investment is within the sectoral cap / statutory ceiling permissible under the Automatic 

Route of the Reserve Bank and it fulfills all the conditions laid down for investments under the 

Automatic Route, 

OR 
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Shares have been issued in terms of SIA/FIPB approval No. --------------------- dated -------------------

- (enclosing the FIPB approval copy) 

ω Certificate from Statutory Auditors/ SEBI registered Merchant Banker / Chartered Accountant 

indicating the manner of arriving at the price of the shares issued to the persons resident 

outside India. 

Repatriation of Dividends & Capital 

Repatriation of Dividend: 

¶ Dividends are freely repatriable without any restrictions (net after tax deduction at source or 

Dividend Distribution Tax. 

Repatriation of Capital: 

¶ AD Category-I bank can allow the remittance of sale proceeds of a security (net of applicable 

taxes) to the seller of shares resident outside India, provided the security has been held on 

repatriation basis, the sale of security has been made in accordance with the prescribed 

guidelines and NOC / tax clearance certificate from the Income Tax Department has been 

produced. 

¶ Investments are subject to lock-in period of 3 years in case of construction development sector. 

Repatriation of Interest: 

¶ Interest on fully, mandatorily & compulsorily convertible debentures is also freely repatriable 

without any restrictions (net of applicable taxes). 

3.8 Measures taken in Union Budget 2014 

¶ Foreign direct investment (FDI) in defence manufacturing has been hiked from 26 per cent to 49 

per cent.  

¶ FDI in insurance sector will be hiked to 49 per cent from 26 percent. 

¶ To encourage development of Smart Cities, requirement of the built up area and capital 

conditions for FDI is being reduced from 50,000 square meters to 20,000 square meters and 

from USD 10 million to USD 5 million respectively with a three year post completion lock in. 

¶ FDI in the manufacturing sector is today on the automatic route. The manufacturing units will be 

allowed to sell its products through retail including E-commerce platforms without any 

additional approval. 
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Chapter 4: Starting Venture in India 

4.1 Types of Private Company 

In India there are following types of business entities (private) are available: 

1. Corporate Entity 

¶ Joint Venture with India Partner 

¶ Wholly owned Subsidiary 

¶ Limited Liability Partnership (LLP) 

2. Non-Corporate entity 

¶ Liaison Office/Representative Office 

¶ Project Office 

¶ Branch Office 

3. Foreign Institutional Investors 

 

4.1.1 Joint Venture with India Partner 

Joint Venture is defined as a contractual agreement formed between two or more parties, with each 

party contributing their equity share, in order to undertake an economic activity which is subjected to 

joint control 

A Partnership is defined by the Indian Partnership Act, 1932, as 'the relation between persons who have 

agreed to share profits of the business carried on by all or any of them acting for all'. This definition 

gives three minimum requirements to constitute a partnership, viz. 

¶ There must be an agreement entered into orally or in writing by the persons who desire to form 

a partnership,  

¶ The object of the agreement must be to share the profits of business intended to be carried on 

by the partnership, and  

¶ The business must be carried on by all the partners or by any of them acting for all of them 

4.1.2 Wholly Owned Subsidiary 

http://www.madaan.com/llpindia.html
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The sole proprietorship is the simplest business form under which one can operate a business. A foreign 

company can start their business solely under the provision of Indian Company Act, 2013.  It simply 

refers to a person who owns the business and is personally responsible for its debts. 

 

4.1.3 Limited Liability Partnership 

LLP is an alternative corporate business entity that provides the benefits of limited liability of a company 

but allows its members the flexibility of organizing their internal management on the basis of a 

mutually-arrived agreement 

4.1.4 Liaison Office/Representative Office 

A Liaison Office could be established with the approval of the government of India. The roles of Liaison 

Office are limited to collection of information, promotion of exports/imports and facilitate 

technical/financial collaborations.  Liaison office cannot undertake any commercial activity directly or 

indirectly. 

4.1.5 Project Office 

Foreign companies planning to execute specific projects in India can set up a temporary project/site 

office in India for carrying out activities only relating to that project. The Government of India has now 

granted general permission to foreign entities to establish project offices subject to specified conditions. 

4.1.6 Branch Office 

Foreign    companies    engaged   in manufacturing and trading activities abroad are allowed to set up 

Branch Offices in India for the following purposes: 

¶ Export/Import of goods 

¶ Rendering professional or consultancy services 

¶  Carrying out research work, in which the parent company is engaged. 

¶  Promoting technical or financial collaborations between Indian companies and parent or 

overseas group company. 

¶  Representing the parent company in India and acting as buying/selling agents in India.  

¶  Rendering services in Information Technology and development of software in India. 

¶  Rendering technical support to the products supplied by the parent/ group companies. 

¶  Foreign airline/shipping Company. 

A branch office is not allowed to carry out manufacturing activities on its own but is permitted to 

subcontract these to an Indian manufacturer.  Branch Offices established with the approval of RBI, may 
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remit outside India profit of the branch, net of applicable Indian taxes and subject to RBI guidelines 

Permission for setting up branch offices is granted by the Reserve Bank of India (RBI).  
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4.2 Set up Process of a Private Company 

Set up process of a private company can be divided into4 stages: 

¶ Exchange control: Need to check if the proposed investment is in restricted industry or subject to 

FDI cap. 

¶ Industrial license: Need to check what industrial licenses are required. 

¶ Incorporation of Company: Company incorporation process needs to be done as per Indian law. 

¶ Intimation to RBI: After setting up the company within 30 days of receiving the application money 

RBI needs to be informed. 

4.3 Incorporation of a Private Company 

4.3.1 Basic Requirements 

¶ Minimum two shareholders and maximum shareholders allowed are 50 

¶ Minimum two directors 

¶ Minimum capital required INR мΣллΣлллκπ 

¶ Registrŀǘƛƻƴ ƻŦ /ƻƳǇŀƴȅΩǎ ƻǿƴ ōȅŜ ƭŀǿ 
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4.3.2 Incorporation Process (including time) 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.3.2.1 hōǘŀƛƴƛƴƎ 5ƛǊŜŎǘƻǊΩǎ LŘŜƴǘƛŦƛŎŀǘƛƻƴ bǳƳōŜǊ ŀƴŘ 5ƛƎƛǘŀƭ {ƛƎƴŀǘǳǊŜ /ŜǊǘƛŦƛŎŀǘŜ 

Director Identification number (DIN) 

Directors for an Indian company, both Indian and foreigners, must register and get identification 

number under the new requirements. It is called Director Identification Number (DIN). The application 

needs to be filed online. 

The form along with the supporting documents (PAN Card & Residence proof duly attested by CA, 

Notary or Gazette Officer) is to be sent to the offices designated by respective ROCs. 

The fee for obtaining DIN can be deposited online or deposited in banks authorized for this purpose. 

Obtaining DIN and DSC 

Applying for name availability in 

Form INC 1 (6 names should be 

submitted) 

Draft MOA and AOA 

Signing of MOA and AOA by first 

subscribers and prescribed forms 

Filling with RoC and payment of 

stamp duty 

Vetting of MOA and AOA by RoC 

Obtain certificate of Incorporation 

Obtain certificate of commencement 

of business 

Following information is required: 

1. NOC from parent company for 

name use 

2. Broad resolution and letter of 

authority favouring the person 

signing the application 

1. MOA/AOA 

2. Name availability letter issued 

by ROC 

3. Registration fees 

4. Form 18 INC 22, Form 32 DIR 

12, Form 1 INC 7 

This subject to 

1. Verification of declaration 

from Directors and promoters 

regarding initial share 

subscription 

2. Verification of registered 

office (to be filed within 180 

days of the date of 

incorporation of the company 

) 

2ς4 days 

3-4 days 

3 -4 days 

7 -10 days 

1 day 

10 -15 days 

10-15 days 
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Digital Signature Certificate (DSC) 

Directors for an Indian company, both Indian and foreigners, are also required to get Digital Signature 

Certificate (DSC). DSC is required for all Directors or authorized representatives of any Company as well 

as the professionals who will sign RoC forms or documents. 

 

Documents Type Documents Allowed Further requirements 

Identity Proof ¶ Passport is 

mandatory 

¶ Any other 

Government 

license or 

registration 

containing Photo, 

Name in full, Date 

of Birth 

¶ Clear Photocopies are necessary. Document need to 

be certified as true copy by Indian Consulate in 

country of a holding company or must be apostle. 

¶ Document can be sent to us by mail. 

¶ LŦ ŘƻŎǳƳŜƴǘǎ ŀǊŜ ƴƻǘ ƛƴ 9ƴƎƭƛǎƘ ǘƘŜƴ ǘƘŜΦ ƛǘΩǎ ŎŜǊǘƛŦƛŜŘ 

translation is necessary. 

¶ Photocopies of documents along with its translations 

both will required to be certified further by Indian 

consulate. 

¶ All documents must be valid i.e. not lapsed. 

¶ Document in all details must match with the Identity 

Proof provided, e.g. If the name of individual is spelt 

ŀǎ άhƳƪŀǊέ ǘƘŜƴ ƻƴ ŀŘŘǊŜǎǎ ǇǊƻƻŦΣ ƛǘ Ƴǳǎǘ ǎǇŜƭƭ ŀǎ 

such, άhƴƪŀǊέ ƛǎ ƴƻǘ ŀƭƭƻǿŜŘΦΦ 

Address Proof ¶ Passport 

¶ Voters ID Card 

¶ Bank 

Passbook/latest 

Statement Copy 

¶ Utility Bill latest 

like Telephone or 

Electricity 

¶ Driving License 

 

¶ Clear Photocopies are necessary. Document need to 

be certified as true copy by Indian Consulate in 

country of a holding company or must be apostle. 

¶ Document can be sent to us by mail. 

¶ LŦ ŘƻŎǳƳŜƴǘǎ ŀǊŜ ƴƻǘ ƛƴ 9ƴƎƭƛǎƘ ǘƘŜƴ ǘƘŜΦ ƛǘΩǎ ŎŜǊǘƛŦƛŜŘ 

translation is necessary. 

¶ Photocopies of documents along with its translations 

both will require to be certified further by Indian 

consulate. 

¶ All documents must be valid i.e. not lapsed. 

¶ Document in all details must match with the Identity 

Proof provided, e.g. If the name of individual is spelt 

ŀǎ άhƳƪŀǊέ ǘƘŜƴ ƻƴ ŀŘŘǊŜǎǎ ǇǊƻƻŦΣ ƛǘ Ƴǳǎǘ ǎǇŜƭƭ ŀǎ 

ǎǳŎƘΣ άhƴƪŀǊέ ƛǎ ƴƻǘ ŀƭƭƻǿŜŘΦ 
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4.3.2.2 Name Availability 

The second step in getting your company registered is the approval of name for the Company. The 

following steps are required for name approval: 

Form No. 1A need to be submitted with the Registrar of Companies (RoC) of the State in which the 

Registered Office of the Company is proposed to be situated. The application is to be signed by one of 

the promoters and must contain the following details: 

Minimum 6 alternative names required for the proposed Company. Justification for the name needs to 

be specified along with the application. 

Names and address of the members should be minimum 7 for a public Company and 2 for a private 

Company. 

4.3.2.3 Draft Memorandum and Articles of Association (MOA and AOA) 

While the Memorandum states the main, ancillary/subsidiary and other objects of the Company, the 

Articles contain the rules and procedures for the routine conduct of the Company. The Memorandum 

also states the authorized share capital of the Company and the names of its first directors. MOA also 

contains objective of the company, scope of activities and the relationship of the company with the 

outside world. 

4.3.2.4 Signing of MOA and AOA 

MOA and AOA need to be signed by the first subscriber and also need to be stamped. The stamp duty 

depends on the authorized share capital. 

4.3.2.5 Filling of RoC 

The following documents are required to be submitted to the RoC: 

Memorandum and Articles - These are required to be executed by the promoters in their own hand in 

ǘƘŜ ǇǊŜǎŜƴŎŜ ƻŦ ŀ ǿƛǘƴŜǎǎ ƛƴ ǉǳŀŘǊǳǇƭƛŎŀǘŜ ǎǘŀǘƛƴƎ ǘƘŜƛǊ Ŧǳƭƭ ƴŀƳŜΣ ŦŀǘƘŜǊΩǎ ƴŀƳŜΣ ǊŜǎƛŘŜƴǘƛŀƭ ŀŘŘǊŜǎǎΣ 

occupation, number of shares subscribed etc. 

Form No. 1 - This is a declaration to be executed on a non-judicial Rs 20 stamp paper by one of the 

directors of the Company or other specified persons such as attorneys or advocates stating that all the 

requirements of the incorporation have been complied with. 

Form No. 18 - This is to be filed by one of the directors of the Company informing the ROC of the 

registered office of the Company. 

Form No. 29 - This is the consent obtained from all the proposed directors of the Company to act as 

directors of the Company. (Not required in case of Private Company). 
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Form No. 32 - This states the appointment of the proposed directors on the board of directors from the 

date of incorporation of the Company and is signed by one of the proposed directors. 

Name approval letter should be original. 

Power of Attorney signed by all the subscribers to Memorandum authorizing one of the subscribers or 

any other person to act on their behalf for the purpose of incorporation and accepting the certificate of 

incorporation. 

Power of Attorney required in case of a subscriber who has appointed another person to sign the 

Memorandum on his behalf.  Stamp duty need to be submitted.  

These documents need to be filed online first and then a physical copy should be submitted to the RoC. 

4.3.2.6 Certificate of Incorporation 

After the above documents are filed, the ROC calls the attorney on a specified date for scrutiny and 

making corrections, if any in the Memorandum and Articles filed. On complying with the same, the 

certificate of incorporation is sent by post to the registered office of the newly registered company. 

4.3.2.7 Other Certificates ς Other certificates, if any, need to be obtained. 

4.4 Business Operations - Compliance 

Generally the following registrations are required immediately. 

ω Permanent Account Number (PAN): After incorporation, the Company must obtain its PAN. For this 

purpose, an application needs to be filed with the Income Tax Department in Form 49A with the 

necessary documents. PAN is mandatory for opening of Bank Account, filling of Income Tax returns 

and various other financial transactions. 

¶ Tax Deduction Account Number (TAN): After incorporation, the Company must also obtain a TAN. 

For this purpose, an application needs to be filed with the Income Tax Department in Form 49B with 

necessary documents.  

¶ Value Added Tax : VAT registration is required for a trading business. This is to be applied for to the 

local Sales Tax Department in the prescribed forms along with specified fees and necessary 

documents. On completion of the formalities, a Tax Identification Number (TIN) is granted. 

¶ Professional tax: It is a tax on profession (including employment). Professional tax is applicable in 

some states in India and the rate of tax also varies from State to State. 

¶ Service Tax: Service tax is applicable on an entity which is engaged in providing prescribed services. 

There are more than 100 services on which service tax is currently applicable. The rate of service tax 

presently is 10%. 



India China Economic and Cultural Council 
印度中国经济文化促进会 

 

43 | P a g e  
 

¶ Excise: Excise Duty is applicable on manufacturing units. The rate of Excise Duty presently is 10% 

¶ The Shops & Establishment Act: The Shops and Establishment Act is a State legislation and, thus, 

each state has its own rules for the Act. The objective of this Act is to lay down statutory obligation 

and rights of employers as well as the employees. Registration of shop/establishment is mandatory 

within 30 days of commencement of work. 

¶ Employees Provident Fund Organization: Provident fund registration is compulsory if the size of 

your workforce is 20 or more. The employer is required to provide necessary information to the 

concerned regional Provident Fund Organization (EPFO) in the prescribed form for allotment of 

Establishment Code Number. 

¶ Employees State Insurance Corporation (ESIC): 9ƳǇƭƻȅŜŜǎΩ {ǘŀǘŜ LƴǎǳǊŀƴŎŜ {ŎƘŜƳŜ ƻŦ LƴŘƛŀ ƛǎ ŀƴ 

integrated social security scheme tailored to provide social protection to workers in the organized 

sector and their dependents in contingencies such as sickness, maternity or death and disablement 

due to an employment related injury or occupational disease. 

¶ Importer Exporter Code (IEC): IEC Code is mandatory for doing import or export. 

¶ Small Scale Industries (SSI) Registration: Small Scale and ancillary units (i.e. undertaking with 

investment in plant and machinery of less than INR 10 million) should seek registration with the 

Director of Industries of the concerned State Government. 

4.5 Cost of Registering a Company in India  

Cost of registering a company depends on type of company, paid up capital, number of director and 

consulting fees of chartered accountant. 

[ŜǘΩǎ ŎƻƴǎƛŘŜǊ ŀ ŎƻƳǇŀƴȅ ǿƘƛŎƘ Ƙŀǎ о ŘƛǊŜctors. Below is the cost of registration: 

Heads Rate (INR) Paid up Capital (INR) 

  1 Lakh (0.1 
million) 

5 Lakh (0.5 million) 5 Lakh (0.5 
million) and 
Private Limited 
Company 

DIN 500 per director 
and Company 

2,000 2,000 2,000 

DSC 1500 per director 4,500 4,500 4,500 

Application for Name Availability 1000 1,000 1,000 1,000 

Drafting ς MOA and AOA 300 300 300 300 

Stamp duty  7,800 21,200 24,200 

Consultation fees (Including 
signing from Chartered 
Accountant) 

 
14,400 21,000 68,000* 

Total  30,000 50,000 1,00,000 

*For limited company other six forms need to be certified by Chartered Accountant  
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4.6 Setting up a New Branch Office 

wŜǎŜǊǾŜ ōŀƴƪ ƻŦ LƴŘƛŀΩǎ new guidelines on foreign companies desiring to open a branch office in India 

came into effect on February 1, 2010. According to those guidelines, the foreign companies planning to 

open a branch in India are required to submit their application in a prescribed form [Form FNC] 

attaching it with other necessary documents cited in the guidelines. This application is to be submitted 

at Foreign Investment Division, Foreign Exchange Department, Reserve Bank of India at Mumbai branch 

through an Authorized Dealer bank. This form is available at the website of RBI. 

RBI has set two routes to accept this Form FNC from all the foreign companies. 

1. Government Route: This route has been allowed for the foreign business entities where 100 percent 

Foreign Direct Investment [FDI] is not granted. Applications coming from businesses coming under 

this category and from Non-Government Organizations/Non-Profit Organizations/Government 

Bodies/Departments are accepted by RBI but are approved subsequent to consultation with 

Ministry Of Finance. 

2. Reserve Bank Route: This route is open for those foreign business entities where 100 percent 

Foreign Direct Investment [FDI] is granted. 

The RBI grants permit to foreign companies to open their branch office in India with following purposes: 

¶ To represent the parent foreign company in all matters in India like acting in place of foreign 

company as buying, selling agent. 

¶ The branch office is granted permission to conduct research work in the field in which the 

company is engaged in its parent country. 

¶ The foreign company is granted a permit to commence export and import activities and all 

trading processes on wholesale basis. 

¶ They are also given consent to go on for collaborations with Indian companies and other foreign 

companies having their branch office in India. This collaboration can be of any type. 

¶ The branch office is allowed to render professional or consultancy services to other companies 

regardless of whether they are Indian or foreign companies. 

¶ They can also provide their services in information technology and software development in 

India. 

¶ The branch is permitted to give technical support and customer support to the users of India 

who are using products manufactured by the parent company. 
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The branch office is not allowed to carry out manufacturing or processing activities directly or indirectly. 

The branch is given license to operate in India on the condition that they will not undertake any sort of 

retail trading activity in India. It is a responsibility of branch office that they submit activity certificate to 

Foreign Exchange Department on yearly basis. For annual remittance of the annual profit, the branch 

office is required to submit the relevant documents to the authorized personnel. 

Permission to set up Branch Office is initially granted for a period of 3 years, which may be extended 

from time to time with RBI approval. 

4.5.1 Documents Required for Branch Office approval 

Following documents are required from the foreign company for obtaining approval from RBI. 

¶ Copy of the Certificate of Incorporation / Registration attested by the Notary Public in the country of 

registration 

o If the original Certificate is in a language other than in English, the same may be translated 

into English and notarized as above and cross verified/attested by the Indian Embassy/ 

Consulate in the home country. 

¶ Latest Audited Balance sheet of the applicant company. 

o If ǘƘŜ ŀǇǇƭƛŎŀƴǘǎΩ ƘƻƳŜ ŎƻǳƴǘǊȅ ƭŀǿǎκǊŜƎǳƭŀǘƛƻƴǎ Řƻ ƴƻǘ ƛƴǎƛǎǘ ƻƴ ŀǳŘƛǘƛƴƎ ƻŦ ŀŎŎƻǳƴǘǎΣ ŀƴ 

Account Statement certified by a Certified Public Accountant (CPA) or any Registered 

Accounts Practitioner by any name, clearly showing the net worth may be submitted 

¶ BŀƴƪŜǊǎϥ wŜǇƻǊǘ ŦǊƻƳ ǘƘŜ ŀǇǇƭƛŎŀƴǘΩǎ ōŀƴƪŜǊ ƛƴ ǘƘŜ Ƙƻǎǘ ŎƻǳƴǘǊȅ κ ŎƻǳƴǘǊȅ ƻŦ registration showing 

the number of years the applicant has had banking relations with that bank. 

4.5.2 Activities Permitted in Branch Office 

¶ Export/ Import of goods. 

¶ Rendering professional or consultancy services 

¶ Carrying out research work in which the parent company is engaged 

¶ Promoting technical or financial collaborations between Indian companies and parent or overseas 

group company. 

¶ Representing the parent company in India and acting as buying/selling agent in India 

¶ Rendering services in IT & development of software in India 

¶ Rendering technical support to the products supplied by parent company 

¶ Foreign airline/shipping Company. 
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4.5.3 Activities Not Permitted in Branch Office 

¶ Retail trading activities of any nature is not allowed for a Branch Office in India. 

¶ A Branch Office is not allowed to carry out manufacturing or processing activities in India, directly 

or indirectly. 

¶ Profits earned by the Branch Offices are freely remittable from India, subject to payment of 

applicable taxes 

4.5.4 General Terms and Condition for Setting up a Branch Office 

¶ Partnership / Proprietary concerns set up abroad are not allowed to establish Branch Offices in 

India. 

¶ Branch Offices of a foreign entity, are permitted to acquire property for their own use and to carry 

out permitted/incidental activities but not for leasing or renting out the property. 

¶ Branch Offices are allowed to open non-interest bearing INR current accounts in India and keep 

funds as deposits for a maximum period of 6 months. 

¶ Transfer of assets of Branch Office to subsidiaries or other Branch Offices is allowed with specific 

approval of the Central Office of the Reserve Bank. 

4.5.5 Remittance of Profit by Branch Office 

Branch Offices established with the approval of RBI may remit outside India profit of the branch, net of 

applicable Indian taxes and on production of the following documents to the satisfaction of the Bank 

through whom the remittance is affected: indiajuris.com 3 

¶ A Certified copy of the audited Balance Sheet and Profit and Loss account for the relevant year; 

¶ ! /ƘŀǊǘŜǊŜŘ !ŎŎƻǳƴǘŀƴǘΩǎ ŎŜǊǘƛŦƛŎŀǘŜΦ 

4.5.6 Filing with Ministry of Corporate Affairs 

Immediate filing After the establishment of Branch office in India foreign companies shall within 30 days 

of RBI approval shall file following with MCA through Form 44 

1. A certified copy of the charter, statutes or memorandum & articles of the company or Other 

instrument constituting the constitution of the company (in English language). 

2. The full address of the registered office of the company 

3. A list of the directors & secretary of the company (complete details) 

4. The name & address of one or more persons resident in India, authorized to accept on behalf of 

the company service of process and any notices or other documents for the company. 
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5. The full address of the office of the company in India which is to be deemed to be the principal 

base in India. 

4.5.7 Annual Filing 

Foreign companies having branch office in India shall, in each calendar year are required to make certain 

filings with regard to accounts (including its subsidiaries) MCA as per company laws. 

4.5.8 Estimated Time for RBI approval for Setting up Branch Office 

Two to three weeks 

4.7 Human Resources ς Hiring and Management 

As per the employment legislation employers need to provide employee in written ς salary, hours of 

work, disciplinary rules and complaint procedure. The notice period for termination, holidays, provident 

fund, pensions, gratuities and other emplacement related documents.  

The below mentioned labour laws need to be followed: 

¶ The factory act, 1948 

¶ The minimum wage act, 1948 

¶ The payment of wages act, 1936 

¶ ²ƻǊƪƳŜƴΩǎ ŎƻƳǇŜƴǎŀǘƛƻƴ ŀŎǘΣ мфно 

¶ Payment of bonus act, 1965 

¶ Maternity benefit act, 1961 

¶ Shops and commercial establishment 

act,  

¶ Professional tax act 

¶ Contract labour act, 1970 

¶ Employee Provident fund and 

miscellaneous act, 1952 

¶ Payment of gratuity act, 1972 

¶ Employee state insurance act, 1948 

¶ Equal remuneration of men and 

women; decision taken in the 

conference of the International Labour 

Organization in 1951 

¶ Child labour act 

4.7.1 Labour Laws ς Key Issues 

Restriction on hours worked by employees 48 hours/week (maximum) 

Number of Indian Employees which triggers employer obligation to 
provide employee state insurance 

10 

Number of Indian Employees which triggers employer obligation to 
provide employee under Provident fund act, bonus act 

20 

Eligibility for gratuity 5 years continuous work 

Minimum bonus to be paid on employee drawing a basic wage of 
INR. 10,000 or less 

8.33% 

Child labour law Age less than 14 not allowed 

Lay off/closure Compensation needs to be paid off 
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4.7.2 Employee Salary 

 High (US $ per 
Annum) 

Low (US $ per 
Annum) 

Managerial position 

Senior level 280000 54000 

Middle level 55000 24000 

Junior level 35000 14000 

Factory workers 

Supervisor 9500 5500 

Skilled workers 4000 2500 

Non Skilled workers(Minimum of wages are decided by the 
government of different states0 

1500 1100 

Marketing and sales 

Senior level 110000 16500 

Middle level 45000 15500 

Junior level 19000 4000 

Office and administrative 

Executive Secretary 14500 3800 

Clerk 7500 3700 

Accountant 12500 3800 

Driver 3500 2200 

Service Technician(engineering experience) 5800 3100 

Household Help 

Family Driver 3000 1800 

Cook 2500 1000 

maid 1200 750 

4.7.3 Monthly Retainer's Fee for Certain Professional and Service Contractor 

 High Low 

Chartered Accountant 3,400 682 

Lawyer 2,800 572 

Medical Doctor or Dentist ( calculated on the basis of  2-3 visits per week ) 225 80 

Customs broker Less than 1% 

Engineering contractor, mechanics, computer technician 341 165 

Security guard services (generally calculated as wage of the guard + service tax) 280 170 

4.7.4 Individual Income Tax Return 

Steps for filling up tax return 

1. Acquire a PAN number 

2. Select the appropriate tax return form 

3. Work out which rate of tax you are on(below is the table) 

Estimated 
Yearly Taxable 
Income (TI) in 
USD 

Tax Rate Estimated 
Yearly Taxable 
Income (TI) in 
USD 

Tax Rate Estimated 
Yearly Taxable 
Income (TI) in 
USD 

Tax Rate 

3,000 or less 0% 8,001-15,000 20% 18,001 or more 30% 

3,001-8,000 10% 15,001-18,000 20 - 30%   
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4.7.5 Employee Provident Fund 

Particulars Contribution 
towards 
Employee 
Pension 

Contribution 
towards 
Employee 
Provident Fund 

Medical 
(Employee State 
Insurance Corporation) 

Company contributions 8.33 % 3.67% 4.75% 

Individual contributions 10%-12% N/A 1.75% 

Coverage 20+ employees 20+ employees 10+ employees 

Employee Eligibility All All Employees earning up to 
INR 15,000 a month 

 

4.8 Voluntary Winding Up of a Registered Company  

When a company is wound up by the members or the creditors without the intervention of Tribunal, it is 

called as voluntary winding up. It may take place by:-  

¶ By passing an ordinary resolution in the general meeting if: - (i) the period fixed for the duration of 

the company by the articles has expired; or (ii) some event on the happening of which company is 

to be dissolved, has happened. 

¶ By passing a special resolution to wind up voluntarily for any reason whatsoever.  

Within 14 days of passing the resolution, whether ordinary or special, it must be advertised in the 

Official Gazette and also in some important newspaper circulating in the district of the registered office 

of the company.  

The Companies Act (Section 484) provides for two methods for voluntary winding up:-  

4.8.1 Members' Voluntary Winding up  

It is possible in the case of solvent companies which are capable of paying their liabilities in full. There 

are two conditions for such winding up:-  

Á A declaration of solvency must be made by a majority of directors, or all of them if they are two 

in number. It will state that the company will be able to pay its debts in full in a specified period 

not exceeding three years from commencement of winding up. It shall be made five weeks 

preceding the date of resolution for winding up and filed with the Registrar. It shall be 

accompanied by a copy of the report of auditors on Profit & Loss Account and Balance Sheet, 

and also a statement of assets and liabilities upto the latest practicable date; and  

Á Shareholders must pass an ordinary or special resolution for winding up of the company.  

The provisions applicable to members' voluntary winding up are as follows:-  

Á Appointment of liquidator and fixation of his remuneration by the General Meeting.  

http://business.gov.in/outerwin.php?id=http://indiacode.nic.in/rspaging.asp?tfnm=195601
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Á Cessation of Board's power on appointment of liquidator except so far as may have been 

sanctioned by the General Meeting, or the liquidator.  

Á Filling up of vacancy caused by death, resignation or otherwise in the office of liquidator by the 

general meeting subject to an arrangement with the creditors.  

Á Sending the notice of appointment of liquidator to the Registrar.  

Á Power of liquidator to accept shares or like interest as a consideration for the sale of business of 

the company provided special resolution has been passed to this effect.  

Á Duty of liquidator to call creditors' meeting in case of insolvency of the company and place a 

statement of assets and liabilities before them.  

Á Liquidator's duty to convene a General Meeting at the end of each year.  

Á Liquidator's duty to make an account of winding up and lay the same before the final meeting.  

4.8.2 Creditor's Voluntary Winding up  

It is possible in the case of insolvent companies. It requires the holding of meetings of creditors besides 

ǘƘƻǎŜ ƻŦ ǘƘŜ ƳŜƳōŜǊΩǎ ǊƛƎƘǘ ŦǊƻƳ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ǾƻƭǳƴǘŀǊȅ ǿƛƴŘƛƴƎ ǳǇΦ Lǘ ƛǎ ǘƘŜ 

creditors who get the right to appoint liquidator and hence, the winding up proceedings are dominated 

by the creditors.  

The provisions applicable to creditors' voluntary winding up are as follows:-  

Á The Board of Directors shall convene a meeting of creditors on the same day or the next day 

after the meeting at which winding up resolution is to be proposed. Notice of meeting shall be 

sent by post to the creditors simultaneously while sending notice to members. It shall also be 

advertised in the Official Gazette and also in two newspapers circulating in the place of 

registered office.  

Á A statement of position of the company and a list of creditors along with list of their claims shall 

be placed before the meeting of creditors.  

Á A copy of resolution passed at creditors' meeting shall be filed with Registrar within 30 days of 

its passing.  

Á It shall be done at respective meetings of members and creditors. In case of difference, the 

nominee of creditors shall be the liquidator.  

Á A five-member Committee of Inspection is appointed by creditors to supervise the work of 

liquidator.  

Á Fixation of remuneration of liquidator by creditors or committee of inspection.  

Á Cessation of board's powers on appointment of liquidator.  
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As soon as the affairs of the company are wound up, the liquidator shall call a final meeting of the 

company as well as that of the creditors through an advertisement in local newspapers as well as in the 

Official Gazette at least one month before the meeting and place the accounts before it. Within one 

week of meeting, liquidator shall send to Registrar a copy of accounts and a return of resolutions.  

4.9 General List of Approvals and Clearances 

 

Details Registration/approving authority 

Building plan State land authority 

Factory drawing Chief inspector of factories 

Application for factor license Chief inspector of factories 

Contractual labour Registration with labour commissioner 

Consent to establish State pollution Control board 

Consent to operate State pollution Control board 

General ground water Authority approval Ministry of Environment and forest 

Pollution control certificate State pollution Control board 

Genset used during construction Electrical department and State pollution Control board 

Importer exporter code Number Directorate general of Foreign trade 

Factory employing more than 20 employees Registration with provident fund 

Factory employing more than 10 employees Registration under ESI 

Central excise Central board of Excise and customs 

LPG/Petrol installed in the company Petroleum and explosive safety organization 

Boiler license Central boiler board 

Generator Installation State pollution Control board 

Power connection Electrical department 

Factory occupation certificate Inspector of factories of respective states 

Sewer connection/water connection State Municipal authority 

 

4.10 Monthly Rent in India 

 High (US $ per 
square ft.) 

Low (US $ per 
square ft.) 

 High (US $ per 
square ft.) 

Low (US $ per 
square ft.) 

Office Space  Residential space 

Delhi 3.61 2.25 Delhi 2.7 0.3 

Mumbai 3.7 3.25 Mumbai 1.8 1.4 

Bengaluru 6.0 0.92 Bengaluru 4.9 0.50 

Chennai 2.56 0.50 Chennai  3.3 0.50 

Non Metro Areas 3.2 1.0 Non metro areas  0.6 0.25 

Export Promoting zone 2.4 0.72     
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4.11 Installation Cost for Utilities, Depending on Projected 

Consumption  

Electricity 

 Fixed / Demand Charge Energy Charges (KWh) 

 Load (Kw) Monthly Charges ( 
kW / MTh) 

 

Domestic Above 5 0.4 0.14 (Above 1200 
units) 

Non-Domestic            Above 100 2.5 0.15 
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Industrial                                   Small Industrial (Power 
less than 200kW / 215 kV)    

Above 100 2.5 0.14 

Large Industrial (Power11 
kV and above) 

 2.1 0.11 

Water Tariff 

Category- A (domestic consumer) Rates for water chargers:- 

Monthly Consumption(kiloliter) Service Charge Volumetric charge (per kiloliter) 

0-10 1.10 0.04 

10-20 2.21 0.06 

20-30 3.32 0.33 

>30 4.43 0.55 

Category- B (commercial / industrial) 

Monthly Consumption(kiloliter) Service Charge Volumetric charge (per kiloliter) 

00-10 8.87 0.22 

10-25 13.31 0.43 

25-50 15.5 1.10 

50-100 17.74 1.77 

>100 19.96 2.22 

Telephone 

Landline Plans Monthly rental option 10-80 

Monthly Billing Depending on plan and free calls 0.005- 0.02 per minute 

Internet connection Bandwidth (Download 
speed) 

Up to 16 ς 24 Mbps 

Monthly Charges 83.31 - 116.65 (Depends upon the 
bandwidth connectivity, data 

transmission plans) 

Annual payment 900 ς 1285 
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A contractual project is an 
elaborated agreement between 
two or more parties to achieve 
planned set of interrelated tasks 
to be executed over a fixed period 
and within certain cost and other 
limitations. 

 

Chapter 5: Contractual Projects in India 

5.1 Overview of Contractual Projects 

In the world of business, contracts are used for establishing business deals and partnerships. The parties 

involved in the business engagement decide the type of the 

contract. 

The contract type is the key relationship between the parties 

engaged in the business and usually, it varies depending on the 

type of the work and the nature of the industry.  

Types of Contract Description 

Fixed Price (Lump 
Sum) 

¶ The service provider agrees to provide a defined service for a specific period of time and 
the client agrees to pay a fixed amount of money for the service. 

¶ The main advantages of this type of contract are that the contractor knows the total 
project cost before the project commences. 

Unit Price ¶ The project is divided into units and the charge for each unit is defined.  

¶ Usually, the owner (contractor/client) of the project decides on the estimates and asks 
the bidders to bid of each element of the project. 

¶ After bidding, depending on the bid amounts and the qualifications of bidders, the 
entire project may be given to the same service provider or different units may be 
allocated to different service providers. 

¶ This is a good approach when different project units require different expertise to 
complete. 

Cost Plus ¶ The services provider is reimbursed, in addition to contractor paying an agreed fee to 
the service provider. 

¶ The service provider should offer a detailed schedule and the resource allocation for the 
project. Apart from that, all the costs should be properly listed and should be reported 
to the contractor periodically. 

¶ The payments may be paid by the contractor at a certain frequency (such as monthly, 
quarterly) or by the end of milestones. 

Incentive ¶ It is used when there is some level of uncertainty in the project cost. Although there are 
nearly-accurate estimations, the technological challenges may impact on the overall 
resources as well as the effort. 

¶ This type of contract is common for the projects involving pilot programs or the project 
that harness new technologies. 

¶ The main mechanism of Incentive contract is to divide any target price overrun between 
the client and the service provider in order to minimize the business risks for both 
parties. 

Retainer (Time and 
Material - T&M) 

¶ This engagement type is the most risk-free type where the time and material used for 
the project are priced. 

¶ The contractor only requires knowing the time and material for the project in order to 
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make the payments.  

¶ This type of contract has short delivery cycles, and for each cycle, separate estimates 
are sent of the contractor. 

¶ Unlike most of the other contract types, retainer contracts are mostly used for long-
term business engagements. 

Percentage of 
Construction Fee 

¶ This type of contracts is used for engineering projects. Based on the resources and 
material required, the cost for the construction is estimated. Then, the client contracts 
a service provider and pays a percentage of the cost of the project as the fee for the 
service provider. 

 

5.1.1 Direct Negotiation 

Direct negotiation is the other method of engaging any firm in contractual projects. Here, contract for 

goods and services is awarded on the basis of a direct agreement with a contractor and without going 

through the competitive bidding process. It is also referred as negotiated agreement. These types of 

contracts are majorly considered by private sector and non-government organizations in India.  

In this kind of arrangement, the organization negotiates the terms of the project directly with the 

service provider. 

5.1.2 Relationship Contracting 

An alternative form of procurement of traditional contracts through a tender process is relationship 

contracting, often referred to as alliance contracting. 

5.2 Tendering in India 

In India the process of 

awarding contractual 

projects is same as 

conducted in other parts of 

the world. The most 

prevalent method of 

awarding projects in India is 

tendering, relationship 

contracting and direct 

negotiation.  

The process of tendering is making an offer, bid or proposal, or expressing interest in response to an 

invitation or request for tender. Organizations seek other businesses to respond to a particular need, 

such as the supply of goods or services, and then select an offer or tender that meets their needs and 

Tender Process 

Tender Preparation 

Project Definition and Scoping 

Selection Process for Applicants 

Tender Documentation 

Criteria for Selection 

Tendering 

Call for Tenders 

Responding to Invitations to Tender & Developing the 
Commercial Offer 

Tender Meetings & Enquiries 

Amendments to Tender Documents 

Submission & Closing of Tenders 

Tender Evaluation 

Tender Analysis 

Tender Clarifications 

Tender Selection & Award 
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provides the best value for money. Tenders are generally widely advertised to offer opportunities to a 

number of suppliers; encourage competition and provide a greater pool of offers to select from. The 

tendering process is utilized for procurements as well as service contracts, involving substantial amounts 

of money.  

Typically, the tendering process involves three distinct phases i.e. Tender Preparation, Tendering and 

Tender Evaluation.  

Tender request documents outline what is required i.e. what 

ǘƘŜ ǊŜǉǳŜǎǘƛƴƎ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ƴŜŜŘǎ ŀǊŜΦ ¢ƘŜǎŜ Řƻcuments are 

also referred as invitations to tender, Requests for Tender 

(RFT), Requests for Proposal (RFP) etc. These documents also 

outline the particular requirements, criteria, and instructions 

that are to be followed. 

Document Type Brief Description 

Notice to 
Applicants 

This document contains a Project Summary, a listing of Tender Documents, key dates, 
validity period, contact details, number of copies required and details of tender 
submission location and timing. 

Conditions of 
Tendering 

This document details the overall Tender Process including the Delivery Method, 
Probity issues, Communication issues, the Criteria for Selection and the Evaluation 
Process. 

Tender Form & 
Schedules 

These documents request specific information from the Applicants concerning the 
works. For example, Tenders are generally required to provide an overall cost, a 
breakdown of this cost, a program, details of manpower, plant and equipment, 
personnel, subcontractors and methodologies. The Tender Form is a formal statement 
of the ApplicantΩǎ ƻŦŦŜǊ ǘƻ ǎǳǇǇƭȅ ǎŜǊǾƛŎŜǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ¢ŜƴŘŜǊ 5ƻŎǳƳŜƴǘǎΦ 

Conditions of 
Contract 

This document contains the General Conditions of Contract which sets out the 
contractual basis for carrying out the works. In addition, the Special Conditions are 
sometimes included which are unique to the client and/or project. 

Specification Depending on the type of Delivery Method chosen, this document may be a Project 
Brief or a detailed Specification of the works. These documents set out the 
performance and technical criteria for the project. 

Additional 
Information 

Additional information concerning the project may include other documents relevant 
to the development of the project. 

Interested suppliers or service providers then prepare a tender; the documents that outline the offer 

that they are making. It includes pricing, schedules as well as their eligibility for the project or 

procurement. This document also outlines their qualifications, competencies and experience. Further 

they have to demonstrate how their bid offers the best value for money. 

The submitted tenders are then evaluated with regard to defined criteria. In a normal tendering 

situation, this process should be conducted fairly and honestly, and in a manner that is free from bias or 
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favour. The offer that best meets all of the requirements outlined in the request, and provides value for 

money should win the contract. 

Tenders are floated by: 

Á Government departments, offices and agencies 

Á Private sector companies and businesses 

Á Non-Government Organizations  

Á Overseas markets and businesses 

Indian central and state governments, Indian municipalities and establishments such as universities, the 

military and hospitals are governed by strict laws and only open competition bids are accepted. 

Government of India has formulated guidelines, to ensure that the process of awarding government 

works is conducted in accordance with ethical, fair and transparent practices. 

5.3 Types of Tendering Process in India 

There are different tendering processes for different types of tenders but the three broad types of 

tendering methods prevalent in India are Open Tendering, Selective Tendering and Negotiated 

Tendering. 

Open Tendering Process 

This tendering process comprises various stages. 
Á The first phase includes the pre-qualification stage, where the client lays down criteria for qualification of the 

work being tendered. This phase is considered as an important stage as it drastically cuts the number of 
bidders and select only capable bidders. 

Á The second stage is the tender invitation phase. Here, the client publishes or issues invitations to shortlisted 
bidders or to the public.  

Á The third stage is the tender clarifications and addenda phase. In this phase, the client responds to the queries 
raised by the bidders in writing. It also engages possible issuance of tender addendums amending parts of the 
tender documents. 

Á The fourth stage is the tender offer/bid submission phase. Here, bids are presented in the form specified, 
mostly sealed envelopes.  

Á After this, the fifth stage is the tender opening and the post tender clarification phase whereby the client goes 
through the tenders and seeks any clarification from the bidders. 

Á The next stage is the award phase where the client issues an acceptance letter to the successful bidder who is 
usually, but not always, the lowest bidder and the last stage includes the formalization of contract phase 
where the necessary documents are signed to formalize the agreement. 

Selective Tendering Process 

In selective tendering process, the selection is based on past performance in previous similar tenders. This 
selection process may be carried out in three ways. 
In the first way, an advertisement may produce several interested contractors and suitable firms can be selected to 
tender. In the second way, the consultants may contact those they would wish to put on an ad-hoc list. And in the 
third way, an approved list of contractors in certain categories, such as work type and cost range can be 
ascertained from local authorities and national bodies. 

Negotiated Tendering Process 

In this process the client holds a one-to-one discussion with contractors to negotiate the terms of contract. This 
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type of tendering is applicable to tenders which are mainly used for specialized projects like lift systems, airport 
projects etc. and also to the tenders which includes a limited number of contractors who engage in these kind of 
projects from the industry. 

5.4 Selection Criteria 

Once tenders are submitted and received, they are then evaluated. This process involves an assessment 

of tenders against the criteria referred to in the Request for Tender or invitation documents, as well as 

an analysis of the strengths and weaknesses of the submitted tenders. 

The Criteria for Selection is clearly stated in the Tender Documents. Such criteria cover the critical 

ŦŀŎǘƻǊǎ ƻƴ ǿƘƛŎƘ ǘƘŜ ǎǳŎŎŜǎǎ ƻŦ ǘƘŜ ǇǊƻƧŜŎǘ ƛǎ ōŀǎŜŘΦ ¢ƘŜ /ǊƛǘŜǊƛŀ ŦƻǊ {ŜƭŜŎǘƛƻƴ ƛƴǾƻƭǾŜ ōƻǘƘ ŀ άtǊƛŎŜέ ŀƴŘ 

άbƻƴ-tǊƛŎŜέ ŎƻƳǇƻƴŜƴǘǎΦ 5ŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ /ƭƛŜƴǘ ŀƴŘ ǇǊƻƧŜŎǘΣ ŜŀŎƘ ƻŦ ǘƘŜ ŦŀŎǘƻǊǎ Ƙŀs a 

varying weighting or priority. The Client ensures that the Criteria for Selection weightings are 

determined prior to the opening and evaluation of tenders. 

Typical Criteria for Selection include: 

¶ Previous Experience on similar works 

¶ Financial resources 

¶ Managerial and Personnel resources 

¶ Technical resources 

¶ Dispute Resolution record 

¶ Quality Assurance System 

¶ Industrial Relations record 

Initially, each tender is assessed to determine if it complies with all requirements of the tender 

document, i.e.  

¶ Complies with any conditions of participation. 

¶ Tender has been lodged on time. 

¶ Documents are signed as required. 

¶ Tender meets all mandatory requirements. 

If the tender does not meet this initial check, it is deemed as non-compliant and is excluded from further 

consideration. If the tender pass the initial compliance check then it proceeds to be considered against 

the tender selection criteria. 

The selection criteria for evaluation of tender may include: 

¶ The technical merit of proposal, 
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¶ The capability of the firm to fulfil the requirement including: technical and management 

competence, financial viability and relevant experience, 

¶ The relevant skills, experience and availability of key personnel, 

¶ Quality assurance requirements, and 

¶ The risks or constraints associated with the offer. 

 

5.5 Information on Contractual Projects in India 

As per regulations, Indian government, as well as municipalities and most corporations issue a 

procurement notice in newspapers, official government publications and over the Internet for 

purchasing goods or services. Most of the private sector companies, businesses and non-government 

organizations in India follow the similar trends. 

A regular contact with the target organizations is helpful in finding out if there are any future tender 

opportunities likely to open up. Otherwise, a research of available tenders by visiting the websites of the 

specific organizations or government departments can bring fruitful results. This also allows the firm to 

target opportunities within certain industries or with particular organizations. Government agencies and 

departments often provide a list of future tenders on their websites.  

Registering with tender information service providing websites can be another great way to keep track 

of what opportunities are available in the tendering market. TendersIndia website provides information 

on government tenders. TendersIndia is a Central Source of Indian Government business opportunities, 

future tenders and awarded contracts. Firms can subscribe with TendersIndia to receive regular updates 

about new opportunities that may suit their business. To find private and government sector tender 

opportunities, firms can try registering with one of the many specialist tender advisory services. 

Tender advisory services and online information systems are a great place to start the research on 

upcoming contractual projects in India. They can provide information about opportunities that are 

available and how the tendering process works. The best way to receive the most up-to-date 

information is to get registered with tender information providers who can notify by emails about open 

and future tendering opportunities. 
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Chapter 6: Visa Procedure in India 

6.1 Eligibility 

¶ An employee or paid intern of an Indian company 

¶ Spouse and the dependent family members accompanying the applicant must apply for an Entry 

visa (not tourist visa). Their visa duration will terminate according to the visa duration of the 

principal visa order 

Travelers planning to visit India for the purposes of employment must meet special requirements 

separate from a business or tourist visa.  The following list of requirements outlines the specific criteria 

needed to apply for an India Employment Visa. 

The following categories of foreign nationals are eligible for an Employment Visa 

¶ Foreign nationals coming to India as consultant on contract for whom the Indian company pays 

a fixed remuneration (this may not be in the form of a monthly salary). 

¶ Self-employed foreign nationals coming to India for providing engineering, medical, accounting, 

legal or such other highly skilled services in their capacity as independent consultants provided 

the provision of such services by foreign nationals is permitted under law. 

¶ Foreign language teachers/interpreters. 

¶ Foreign specialist chefs. 

¶ Foreign engineers/technicians coming to India for installation and commissioning of equipment 

/machines/tools in terms of the contract for supply of equipment/machines/tools. 

¶ Foreign nationals deputed for providing technical support/services, transfer of know-

how/services for which the Indian company pays fees/royalty to the foreign company. 

¶ Senior management personnel and/or specialists employed by foreign firms who are relocated 

to India to work on specific project/management assignment. 

¶ Foreign nationals coming to India for execution of a project/contract [irrespective of the 

duration of the visit]. 

¶ Foreign nationals who are coming to India on short visits to a customer location to repair any 

plan or machinery as part of warranty or annual maintenance contracts. 

¶ Foreign nationals coming to India for imparting training for the personnel of the Indian 

company. 
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6.2 Documents Required 

¶ Valid Passport: Your passport must be valid for six months beyond the expiry date of your travel 

visa and must contain two blank facing pages. 

¶ Photographs: Two front facing, passport sized colour photographs are required.  The photos 

cannot be scanned.  The photographs must be glued to the indicated spot on the application 

form. 

¶ Visa Application Form: The Indian Consulate only accepts forms that have been completed 

online and then printed and signed.  One completed visa application is required.  The form must 

be printed single-sided and the back of the form must be blank. 

¶ Original Company Letter:  The visa support letter must be written on the company letterhead of 

the organization for which the applicant works.  The letter must include all company registration 

and VAT numbers, the full company address, and the duration of stay and also the employment 

contract letter is to be submitted. 

¶ Additional Information Form: The Indian Consulate requires that one additional information 

form be completed, signed, and submitted with an employment visa application. 

¶ Copy of Employment Contract: A copy of the employment contract between both participating 

organizations must be submitted.  The contract must be signed by both parties, state the salary 

of the employee in Rupees, and discuss the payment of income tax in India. 

¶ Bank Statement: A bank statement need to be submitted as a proof of financial standing 

¶ Tax Liability Letter: ! ǘŀȄ ƭƛŀōƛƭƛǘȅ ƭŜǘǘŜǊ ǇƭŜŘƎƛƴƎ ǘƘŜ Ŧǳƭƭ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ ǘƘŜ ŀǇǇƭƛŎŀƴǘΩǎ ƛƴŎƻƳŜ 

tax in India 

6.3 Conditions 

¶ An Employment Visa is granted subject to fulfillment of the following conditions: 

¶ The applicant should be a highly skilled and/or qualified professional being engaged or 

appointed by a company or organization or industry or undertaking in India on contract or an 

employment basis at a senior level, skilled position such as technical expert, senior executive, or 

in a managerial position, etc. 

¶ There should not be a qualified Indian available to do the job that the visa holder would be 

performing. 

¶ The Employment visa cannot be granted for routine, ordinary or secretarial/clerical jobs. 
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¶ The employment must either be in a company/firm/organization registered in India or in a 

foreign company/firm/organization engaged for execution of some project in India. 

¶ The employee's salary must be in excess of U.S. $25,000 per year. However, this conditions does 

not apply to: (a) Ethnic cooks, (b) Language teachers (other than English language teachers) / 

translators  

¶ The foreign national must comply will all legal requirements like payment of tax liabilities etc. 

¶ The documents pertaining to the proposed employment will be thoroughly checked to decide 

the category of visa that may be issued to the foreigner. 

¶ The name of the sponsoring employer/organization shall be clearly stipulated in the visa sticker. 

¶ A foreign company/organization that does not yet have any Project office/subsidiary/joint 

venture/branch office in India cannot sponsor a foreign national/employee of a foreign 

company for an Employment Visa. However, if the Indian company/organization has     awarded 

a contract for execution of a project to a foreign company that does not have any base in India, 

such foreign company can sponsor the employee for Employment Visa. 

¶ The Indian organization/entity that sponsors an Employment Visa does not necessarily have to 

be the legal employer of the person. 

¶ The Indian company/organization engaging foreign nationals for executing projects/contracts 

would be responsible for the conduct of the foreign national during their stay in India and also 

for the departure of such foreign national upon expiry of visa. 

6.4 Duration and Validity 

The Embassy/Consulate may grant an employment visa, which is valid for a year, irrespective of the 

duration of the contract. Further extensions of up to 5 years may be obtained from MHA/FRRO in the 

concerned state in India. 

The visa duration starts on the day of issuance, and not on the day on entry into India. 

¶ A foreign technician may get an Employment visa for a period of five years or the duration of the 

bilateral agreement between India and the foreign government, whichever is less, with multiple 

entries. 

¶ Highly skilled foreign personnel being employed in the IT software and IT enabled sectors, the 

validity is up to 3 years or the term of assignment, whichever is less, with multiple entries. 

¶ Others can be granted an Employment Visa with validity up to two years or the term of assignment, 

whichever is less, with multiple entries. 



India China Economic and Cultural Council 
印度中国经济文化促进会 

 

63 | P a g e  
 

6.5 Foreigner Registration 

Those with the visa duration of 180 days or less do not require foreigner registration. Employment Visas 

valid for more than 180 days have an endorsement indicating that the foreigner registration with the 

FRRO/FRO is required within 14 days of arrival. 

 

For those whom registration is required, FRRO/FRO may issue a Residential Permit for the validity of the 

visa period. However, in case of any change in the residential address, you must immediately report the 

change of address, in writing, to the concerned FRRO/FRO. 

6.5.1 List of FRROs in India 

State City State City 

Punjab Amritsar Goa Panaji 

Delhi Delhi NCR Karnataka Bangalore 

Uttar Pradesh Lucknow Tamil Nadu Chennai 

Gujarat Ahmedabad Kerala Kochin 

West Bengal Kolkata Kerala Calicut 

Maharashtra Mumbai Kerala Trivandrum 

Telangana Hyderabad   

 

6.6 Visa Extension 

The Employment Visa can be extended by the State Governments/UTs/FRROs/FROs beyond the initial 

visa validity period, up to a total period of 5 years from the date of issue of the initial Employment Visa, 

on an annual basis, subject to good conduct, production of necessary documents in support of 

continued employment, filing of Income Tax returns and no adverse security inputs about the foreigner. 
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Chapter 7: Taxation and Legal Procedure in 
India 

7.1 Tax Structure in India 

India has a well-developed tax structure with a clear demarcated authority between Central and State 

government local bodies. Taxes on income (except tax on agriculture income which is state government 

levied tax), custom duties, central excise and service tax are levied by central government. The state 

government levied taxes are VAT, stamp duty, state excise, land revenue and professional tax.  

During the last decade the Indian Taxation system has undergone tremendous reforms. The tax rates 

have been rationalized and the lax laws have been simplified for better compliance, ease of tax payment 

and better enforcement. Various taxes applicable in India are discussed below.  

 

 

 

 

 

 

Taxes In India Particulars 

Corporate Tax Tax calculated on profits and capital gains made by companies, calculated 
before dividends are paid. 

Indirect Tax Tax levied on goods and services rather than on individuals 

Customs Duty Duties of customs are levied on goods imported or exported from India 
specified under the Customs Tariff Act, 19675 

Excise Duty Duty levied on goods which are specified under First and Second Schedule 
of Central Excise Traffic Act 1985 

Service Tax The tax is levied on the gross or aggregate amount charged by the service 
provider on the receiver. 

Sales Tax The tax is levied by both central and state government on the sales or 
purchase of particular with the country 

Value Added Tax (VAT) STT is levied on all transactions done on stock exchanges 

Securities Transaction Tax (STT) VAT is levied on sales of goods within the state 

Tax Structure 
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7.1.1 Corporate Tax 

Corporate tax is a tax on profits and capital gains made by companies, calculated before dividends are 

paid. The corporate tax rates for domestic and foreign companies are 30 percent and 40 percent 

respectively2 in India.  

A minimum alternate tax (MAT) is levied at 18.5 percent of the adjusted profits of companies where the 

tax payable is less than 18.5 percent of their book profits. Average corporate tax in India is 33.33 percent 

which is Asia average (21.91 percent) and global average (23.57 percent). 

 

7.1.2 Indirect Tax 

Indirect tax is a tax levied on goods and services rather than on income or profits. An indirect tax may 

increase the price of a good so that consumers are actually paying the tax by paying more for the 

products. The average standard rate of VAT in India is currently 14 percent which is higher than Asia 

average (12.5 percent) and lower than global average (15.83 percent). 

Few of the important indirect taxes imposed in India are as under: 

 

7.1.2.1 Customs Duty 

The Customs Act was formulated in 1962 to prevent illegal imports and exports of goods. Duties of 

customs are levied on goods imported or exported from India at the rate specified under the customs 

Tariff Act, 1975 as amended from time to time or any other law for the time being in force. There are 

two types of customs duty - Basic Duty and Countervailing Duty (CVD).  Basic duty is levied on imported 

goods under the Customs Act, 1962. CVD is an Additional Duty charged on imported items.  

 

7.1.2.2 Excise Duty 

The Central Government levies excise duty under the Central Excise Act, 1944 and Central Excise Tariff 

Act, 1985. The term "excisable goods" means the goods which are specified in the First Schedule and the 

Second Schedule of the Central Excise Tariff Act 1985. Central excise duty is tax which is charged on such 

excisable goods that are manufactured in India and are meant for domestic consumption. 

It is mandatory to pay Central Excise duty payable on the goods manufactured, unless exempted e.g.; 

duty is not payable on the goods exported out of India.  

                                                           
2
 Corporate tax table, KPMG, 2014 
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Procedure for Service Tax Registration 

Filling the Service Tax Registration form (Form ST-1) Online 

Generation of Acknowledgement 

Arrangement of relevant documents 

Submission of documents with jurisdictional officer 

Verification of documents by the jurisdictional officer 

Award of Certification registration 

7.1.2.3 Service Tax 

The provisions related to Service Tax came 

into effect on 1st July, 1994. The service 

providers in India except those in the state 

of Jammu and Kashmir are required to pay 

a Service Tax under the provisions of the 

Finance Act of 1994. 

Under Section 67 of this Act, the Service 

Tax is levied on the gross or aggregate 

amount charged by the service provider on 

the receiver. However, in terms of Rule 6 

of Service Tax Rules, 1994, the tax is 

permitted to be paid on the value 

received.  

 

7.1.2.4 Sales Tax 

Sales Tax is imposed under both, Central Government (Central Sales Tax) and State Government (Sales 

Tax) Legislation. Sales Tax in India is a form of tax that is imposed by the Government on the sale or 

purchase of a particular commodity within the country. 

Generally, each State follows its own Sales Tax Act and levies tax at various rates. Apart from sales tax, 

certain States also imposes additional charges like works contracts tax, turnover tax and purchaser tax. 

Thus, Sales Tax Acts as a major revenue-generator for the various State Governments. From 10th April, 

2005, most of the States in India have supplemented sales tax with a new Value Added Tax (VAT). 

 

7.1.2.5 Securities Transaction Tax (STT) 

STT is a tax being levied on all transactions done on the stock exchanges. STT is applicable on purchase 

or sale of equity shares, derivatives, equity oriented funds and equity oriented Mutual Funds. A person 

becomes investor after payment of STT at the time of selling securities (shares).   

STT Rate 

¶ Seller- Sale of an option in securities: 0.017% 

¶ Buyer- Sale of an option in securities, where option is exercised: 0.125% 
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VAT Procedure 

Manufacturer Supplier 

Goods and Services Purchased 

Input VAT Payable 

Goods and Services Sold 

Output VAT Payable 

+ = 

Customer Dealer 

Input VAT Output VAT VAT Payable 

¶ Seller- Sale of futures in securities: 0.01% 

7.1.2.6 Value Added Tax (VAT) 

VAT in India classified under 

the tax slabs are 0% for 

essential commodities, 1% 

on gold ingots and 

expensive stones, and 4% on industrial               

                                      inputs, capital merchandise and commodities of 

mass consumption, and 

12.5% on other items. 

Variable rates (State-

dependent) are                

applicable for petroleum products, tobacco, liquor, etc. VAT levy will be administered by the Value 

Added Tax Act and the rules made there-under and similar to a  sales tax. VAT can be computed by using 

any of the three methods: (a) Subtraction method: The tax rate is applied to the difference between the 

value of output and the  cost of input. (b) The Addition method: The value added is computed by adding 

all the payments that is payable to the factors of production (viz., wages, salaries, interest payments 

etc.). (c) Tax credit method: This entails set-off of the tax paid on inputs from tax collected on sales. 

7.2 Tax Rate 

 

 

 

 

 

 

 
              Source: Doing business in India, 2015

Type of Company Taxable Income 

Below INR 10 million Exceeds INR 10 million Exceeds INR 100 million  

Domestic 30% 32.45% 
(30% plus surcharge of 
5%, plus education cess 
of 3%) 

33.99% 
(30% plus surcharge of 10 
%, plus education cess of 
3%) 

Foreign 40% 42.02% 
(40% plus surcharge of 
2%, plus education cess 
of 3%) 

43.26% 
(40% plus surcharge of 5 
%, plus education cess of 
3%) 

http://en.wikipedia.org/wiki/Value_added_tax
http://en.wikipedia.org/wiki/Sales_tax
http://finance.indiamart.com/taxation/vat_in_india.html
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7.3 Audit 

Audits are generally classified into two types: 

¶ Statutory Audits 

¶ Internal Audits 

In India, every company whose shares are registered on the stock exchange must have an internal 

auditing system in place. For a company whose shares are not listed on the stock exchange, but whose 

average turnover during the previous three years exceeds INR 50 million, or whose share capital and 

reserves at the beginning of the financial year exceeds INR 5 million, must have an internal auditing 

system in place. The statutory auditor of the company must report on the internal auditing system of 

the company in the audit report. 

7.3.1 Statutory Audits 

In India, statutory audits are conducted for each fiscal year (April 1 to March 31) and not the calendar 

year. The two most common types of statutory audits in India are: 

¶ Tax Audits 

¶ Company Audits 

Tax Audits 

¢ŀȄ ŀǳŘƛǘǎ ŀǊŜ ǊŜǉǳƛǊŜŘ ǳƴŘŜǊ {ŜŎǘƛƻƴ пп!. ƻŦ LƴŘƛŀΩǎ LƴŎƻƳŜ ¢ŀȄ !Ŏǘ мфсмΦ ¢Ƙƛǎ ǎŜŎǘƛƻƴ ƳŀƴŘŀǘŜǎ ǘƘŀǘ 

every person whose business turnover exceeds INR 10 million and every person working in a profession 

with gross receipts exceeding INR 2.5 million must have their accounts audited by an independent 

chartered accountant. 

Company Audits 

The provisions for a company audit are contained in the Companies Act 1956. Every company, 

irrespective of its nature of business or turnover, must have its annual accounts audited each financial 

year. For this purpose, the company and its directors have to first appoint an auditor at the outset. 

Thereafter, at each annual general meeting (AGM), an auditor is appointed by the shareholders of the 

company who will hold the position from one AGM to the conclusion of the next AGM. 

The new Companies Bill 2012 provides that an auditor shall be appointed for a term of five consecutive 

AGMs. Individuals and partnership firms, auditors cannot be appointed for more than one or two terms, 

respectively. After the completion of the term, the auditor must be changed. 
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Only an independent chartered accountant or a partnership firm of chartered accountants can be 

appointed as the auditor of a company. The following persons are specifically disqualified from 

becoming an auditor per the Companies Act: 

¶ A body corporate; 

¶ An officer or employee of the company; 

¶ A person who is partner with an employee of the company or employee of an employee of the 

company; 

¶ Any person who is indebted to a company for a sum exceeding INR 1,000 or who have 

guaranteed to the company on behalf of another person a sum exceeding INR 1,000; or 

¶ A person who has held any securities in the company after one year from the date of 

commencement of the Companies (Amendment) Act, 2000. 

¢ƘŜ ŀǳŘƛǘƻǊ ƛǎ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ ǘƘŜ ŀǳŘƛǘ ǊŜǇƻǊǘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ /ƻƳǇŀƴȅ !ǳŘƛǘƻǊΩǎ wŜǇƻǊǘ 

Order (CARO) 2003. CARO requires an auditor to report on various aspects of the company, such as fixed 

assets, inventories, internal audit standards, internal controls, statutory dues, among others. 

The audit report must be obtained before holding the AGM, which itself should be held within six 

months from the end of the financial year. 

7.3.2 Internal Audits 

Internal Audit is a tool of control to measure and evaluate the effectiveness of the working of an 

organization primarily with accounting, financial and operational matters. The job of internal audit is to 

ensure that the work of the company is going on smoothly, efficiently and economically and that all the 

laws, rules and regulations governing the operations of the organization are adhered to, besides 

ensuring that an effective internal control system exists to prevent errors, frauds and misappropriations.  

 

7.4 Audit Reporting 

Audits are conducǘŜŘ ǘƻ ŜȄǇǊŜǎǎ ŀ ǘǊǳŜ ŀƴŘ ŦŀƛǊ ǾƛŜǿ ƻŦ ŀ ŎƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ ¢ƘŜǊŜŦƻǊŜΣ ǘƘŜ 

ŀǳŘƛǘƻǊΩǎ ƻǇƛƴƛƻƴ ŜȄǇǊŜǎǎŜŘ ƛƴ ǘƘŜ ǳƭǘƛƳŀǘŜ ǊŜǇƻǊǘ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜǾƛŜǿŜŘ ŀƴŘ ŀƴŀƭȅȊŜŘ 

during the verification of financial statements. Upon completing the report, the auditor may express one 

of the following four opinions: 

¶ Unqualified Opinion 

¶ Qualified Opinion 

¶ Disclaimer of Opinion 
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¶ Adverse Opinion 

 

7.4.1 Unqualified Opinion 

An unqualified opinion is expressed when the auditor concludes that the financial statements give a true 

and fair view in accordance with the financial reporting framework used for the preparation and 

presentation of the financial statements. 

 

7.4.2 Qualified Opinion 

A qualified opinion is expressed when the auditor concludes that an unqualified opinion cannot be 

expressed, but that the effect of any disagreement with management is not so material and pervasive as 

to require an adverse opinion, or the limitation of scope is not so material and pervasive as to require a 

disclaimer of opiniƻƴΦ ! ǉǳŀƭƛŦƛŜŘ ƻǇƛƴƛƻƴ ǎƘƻǳƭŘ ōŜ ŜȄǇǊŜǎǎŜŘ ŀǎ ōŜƛƴƎ άǎǳōƧŜŎǘ ǘƻΩέ ƻǊ άŜȄŎŜǇǘ ŦƻǊέ ǘƘŜ 

effects of the matter to which the qualification relates. 

7.4.3 Disclaimer of Opinion 

A disclaimer of opinion is expressed when the possible effect of a limitation on scope is so material and 

pervasive that the auditor has not been able to obtain sufficient appropriate audit evidence and is, 

therefore, unable to express an opinion on the financial statements. 

7.4.4 Adverse Opinion 

An adverse opinion is expressed when the effect of a disagreement is so material and pervasive to the 

financial statements that the auditor concludes that a qualification of the report is not adequate to 

disclose the misleading or incomplete nature of the financial statements. 

7.5 Tax Administration 

Income tax on all income apart from agricultural income is levied and collected by the central 

government and shared with the states. The provisions relating to income tax (both the determination 

of the taxable income and the administration of the law) are contained in the Income Tax Act 1961 and 

the Income Tax Rules 1962. The Department of Revenue under the Ministry of Finance of the central 

government is responsible for administering the law and collecting the tax. 

7.6 Taxation of Foreign Partners 

Foreign partners are taxed in the same manner as an Indian partner. Membership of a nonresident 

company in an Indian partnership, if permitted by the Reserve Bank of India, would create a permanent 

establishment. 
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Chapter 8: Land Acquisition Process and 
Environmental Policies in India 

 

The principle objective of the Land acquisition Bill, 2013 is fair compensation, thorough resettlement 

and rehabilitation of those affected, adequate safeguards for their well-being and complete 

transparency in the process of land acquisition.  

8.1 Key Highlights of the Land Acquisition Bill, 2013 

¶ Compensation: Given the inaccurate nature of circle rates, the Bill proposes the payment of 

compensations that are up to four times the market value in rural areas and twice the market value 

in urban areas.  

¶ R&R: This is the very first law that links land acquisition and the accompanying obligations for 

resettlement and rehabilitation. Over five chapters and two entire Schedules have been dedicated 

to outlining elaborate processes (and entitlements) for resettlement and rehabilitation. The Second 

Schedule in particular outlines the benefits (such as land for land, housing, employment and 

annuities) that shall accrue in addition to the one-time cash payments. 

¶ Multiple checks and balances: ! ΨŎƻƳǇǊŜƘŜƴǎƛǾŜΣ ǇŀǊǘƛŎƛǇŀǘƛǾŜ ŀƴŘ ƳŜŀƴƛƴƎŦǳƭΩ ǇǊƻŎŜǎǎ όƛƴǾƻƭǾƛƴƎ 

the participation of local Panchayati Raj institutions) has been put in place prior to the start of any 

acquisition proceeding. Monitoring committees at the national and state levels to ensure that R&R 

obligations are met have also been established 

¶ Special safeguards for tribal communities and other disadvantaged groups: No law can be 

acquired in scheduled areas without the consent of the Gram Sabhas. The law also ensures that all 

rights guaranteed under such legislation as the Panchayat (Extension to Scheduled Areas) Act 1996 

and the Forest Rights Act 2006 are taken care of. It has special enhanced benefits (outlined in a 

dedicated chapter) for those belonging to Scheduled Castes and Scheduled Tribes. 

¶ Compensation for livelihood losers: In addition to those losing land, the Bill provides 

compensation to those who are dependent on the land being acquired for their livelihood. 

¶ Caps on acquisition of multi-crop and agricultural land: To safeguard food security and to prevent 

arbitrary acquisition, the Bill directs states to impose limits on the area under agricultural 

cultivation that can be acquired. 
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¶ Return of unutilized land: In case land remains unutilized after acquisition, the new Bill empowers 

states to return the land either to the owner or to the State Land Bank. 

¶ Exemption from income tax and stamp duty: No income tax shall be levied and no stamp duty 

shall be charged on any amount that accrues to an individual as a result of the provisions of the 

new law. 

¶ Share in appreciated land value: Where the acquired land is sold to a third party for a higher price, 

40% of the appreciated land value (or profit) will be shared with the original owners. 

8.2 Cost of Acquisition  

Compensation award amount by the competent authority and or the High Court;  

¶ Demurrage to be paid for damages caused to the land and standing crops during the process of  

acquisition;  

¶ Cost of acquisition of sites which are out of project land for settlement of displaced or adversely 

affected families;  

¶ Cost of development of infrastructure and amenities at resettlement areas;  

¶ Cost of R&R as per the act;  

¶ Administrative cost of acquisition of land including both in project site and out of project area lands 

¶ Other administrative costs and;  

¶ Cost of undertaking social impact assessment;  

As is evident from the above there are several heads on compensatory packages and, therefore, cost of 

acquisition is going to be extremely high. More than that the procedure prescribed for acquiring the 

land and ascertaining the various costs/compensations in other parts of the act are quite cumbersome 

leaving ground for disputes and uncertainty 

8.3 Acquisition Procedure  

There is an exhaustive procedure spelled out under the act wherever any proposal is received by an 

Appropriate Government to acquire Land equal to or more than 100 acres for a public purpose. 

8.3.1 Pre-Notification 

¶ A social impact assessment shall be carried out in the affected areas in consultation with Gram 

Sabha. The social impact assessment will include assessment of nature of public interest involved, 

estimation of affected families, social economic impact, the families left behind.  
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The appropriate government is to ensure that a public hearing on the report on social impact 

assessment is given in the affected area.  

The social impact assessment report shall be appraised by an independent multi-disciplinary expert 

group, which shall necessarily include the following persons:  

ü Two non-official social scientist;  

ü Two experts on rehabilitation; and  

ü A technical expert in the area relating to the project.  

ü If the government evokes urgency provisions social impact assessment will not be required.  

²ƘŜǊŜ ǘƘŜ ŀŎǉǳƛǎƛǘƛƻƴ ƛƴǾƻƭǾŜŘ άŀƴȅ ŜȄǘŜƴǘ ƻŦ ƭŀƴŘέ ŀ ŎƻƳƳƛǘǘŜŜ ǎƘŀƭƭ ōŜ ŎƻƴǎǘƛǘǳǘŜŘ ǘƻ examine 

proposals for land acquisition and social impact assessment report under the chairmanship of chief 

secretary and various other departments to ensure that there is a legitimate and bona fide public 

purpose behind public acquisition. The committee shall examine the report of the collector and the 

report given by the expert committee. The decision of the committee shall be made available in the 

public domain. The committee will also ascertain as to whether the consent of 80% of affected families 

have been obtained where the land is being acquired for the use of private companies for stated public 

purposes. 

¶ A preliminary notification indicating the intent to acquire land must be issued within 12 months 

from the date of evaluation of the SIA Report. Subsequently, the government shall conduct a survey 

to determine the extent of land to be acquired. Any objections to this process shall be heard by the 

Collector. Following this, if the government is satisfied that a particular piece of land must be 

acquired for public purpose, a declaration to acquire the land is made. Once this declaration is 

published, the government shall acquire the land. No transactions shall be permitted for the 

specified land from the date of the preliminary notification until the process of acquisition is 

completed.  

8.3.2 R&R in case of Private Purchase of Land 

Where a private company is purchasing land for a project which is more than 100 acres in rural areas or 

more than 50 acres in urban areas through private negotiations, the Company shall file an application 

with the District Collector notifying him of: 

ü Intent to Acquire; 

ü Purpose of Purchase; 

ü Particulars of lands to be purchased 
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Collector shall refer the matter to the Commissioner R&R for the satisfaction of all relevant provisions 

under this Act related to R&R. Based upon the R&R Scheme approved by the Commissioner R&R, the 

Collector shall pass individual awards covering R&R entitlements.  

 

8.4 Amendment of 2013 Land Acquisition Act 

Rehabilitation and resettlement and compensation provisions of the Right to Fair Compensation and 

Transparency in Rehabilitation and Resettlement Act, 2013 will be applicable for the 13 existing central 

pieces of legislation including the Coal Bearing Areas Acquisition and Development Act, 1957, the 

National Highways Act, 1956 and the Land Acquisition (Mines) Act, 1885.   

As per the changes brought in the ordinance, multi-crop irrigated land can also be acquired for below 

mentioned five reasons - 

¶ Rural infrastructure 

¶ Defence 

¶ Industrial corridors 

¶ Affordable housing 

¶ PPP model where ownership of land continues to be vested with the government 
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LƴŘƛŀΩǎ ƧǳŘƛŎƛŀƭ ǎȅǎǘŜƳΥ 

Supreme Court 

 

 

High Court Civil Court 

 

 

Criminal court, family court 

 

Chapter 9: Dispute Resolution in India 

The Dispute Resolution process in India mainly involves the following 

¶ Litigation 

¶ Arbitration 

¶ Conciliation or Mediation 

  

9.1 Litigation in India 

The litigation process in India is based on common law. Each state drafts it own laws, however all the 

states have more or less the same laws. Laws directed by the central government and the Supreme 

Court of India via judicial precedent or general policy directives are binding on all citizens of each state. 

Each state has its own labor laws and taxation rates. 

India's judicial system is made up of the Supreme Court of India at the apex of the hierarchy for the 

entire country and twenty-one High Courts at the top of the hierarchy in each State. These courts have 

jurisdiction over a state, a union territory or a group of states and union territories. Below the High 

Courts are a hierarchy of subordinate courts such as the civil courts, family courts, criminal courts and 

various other district courts.  

Each state is divided into judicial districts presided over by a 'District and 

Sessions Judge'. He is known as a District Judge when he presides over a civil 

case, and a Sessions Judge when he presides over a criminal case. He is the 

highest judicial authority below a High Court judge. Below him, there are 

courts of civil jurisdiction, known by different names in different states. 

9.2 Arbitration in India 

9.2.1 The Applicable Arbitration Law  

The Indian Arbitration and Conciliation Act, 1996 is the governing arbitration statute in India. It is based 

on the Model Law on International Commercial Arbitration adopted by the United Nations Commission 

on International Trade Law (UNCITRAL) in 1985. 

9.2.2 Requirements of an Arbitration Agreement  
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¶ Section 7(3) of the Act requires that the arbitration agreement must be in writing. 

¶ Section 7(2) provides that it may be in the form of an arbitration clause in a contract or it may be 

in the form of a separate agreement. 

¶ Under Section 7(4), an arbitration agreement is in writing, if it is contained in: (a) a document 

signed by the parties, (b) an exchange of letters, telex, telegrams or other means of 

telecommunication, providing a record of agreement, (c) or an exchange of claims and defense in 

which the existence of the agreement is alleged by one party and not denied by the other. 

¶  In section 7(5), it is provided that a document containing an arbitration clause may be adopted by 

"reference", by a contract in writing.  

9.3 Conciliation or Mediation in India 

Conciliation/ mediation is a voluntary process whereby the conciliator, a trained and qualified neutral, 

facilitates negotiations between disputing parties and assists them in understanding their conflicts at 

issue and their interests in order to arrive at a mutually acceptable agreement. If the role of the 

ΨŎƻƴŎƛƭƛŀǘƻǊΩ ƛƴ LƴŘƛŀ ƛǎ ǇǊƻ-ŀŎǘƛǾŜ ŀƴŘ ƛƴǘŜǊǾŜƴǘƛƻƴƛǎǘΣ ǘƘŜ ǊƻƭŜ ƻŦ ǘƘŜ ΨƳŜŘƛŀǘƻǊΩ Ƴǳǎǘ ƴŜŎŜǎǎŀǊƛƭȅ ōŜ 

ǊŜǎǘǊƛŎǘŜŘ ǘƻ ǘƘŀǘ ƻŦ ŀ ΨŦŀŎƛƭƛǘŀǘƻǊΩΦ 

This process involves discussions among the parties and the conciliator with an aim to explore 

sustainable and equitable resolutions by targeting the existent issues 

involved in the dispute and creating options for a settlement that are 

acceptable to all parties. The conciliator/ mediator does not decide 

for the parties, but strives to support them in generating options in 

order to find a solution that is compatible to both parties. The 

process is risk free and not binding on the parties till they arrive at 

and sign the agreement. Once a solution is reached between the 

disputing parties before a conciliator, the agreement had the effect 

of an arbitration award and is legally tenable in any court in the country.  

Major  disputes : commercial, 

financial, family, real estate, 

employment, intellectual 

property, insolvency, insurance, 

service, partnerships, 

environmental and product 

liability, labour disputes, service 

matters, antitrust matters, 

consumer protection, taxation, 

excise etc 
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Chapter 10: Trade Grievances of Companies 

10.1 Overview of Grievances 

LƴŘƛŀ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ŦŀǎǘŜǎǘ ƎǊƻǿƛƴƎ ŜŎƻƴƻƳƛŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘΦ LƴŘƛŀΩǎ ǇƻǎƛǘƛǾŜ ŜŎƻƴƻƳƛŎ ƻǳǘƭƻƻƪ ŀƴŘ 

regulatory reforms have made it an attractive market for foreign investors. Although, there still remain 

formidable challenges for a foreign. 

Grievances at a glance 

Starting a Business  Cost and time taken is very high 

Foreign direct investment Getting approval is very difficult in many cases 

Trade Union Creates trouble in operating business 

Intellectual property Very weak 

Corruption Very high 

Infrastructure Inadequate  

Getting Electricity Timing consuming process; corruption is also plays a major role here 

Registering Property Red tape; though the situation is getting better 

Protecting Investors and 
enforcing contracts 

Very weak protection procedure 

Trading Across Borders  Several hurdles re are required to overcome when importing and exporting goods 

Culture  Difficult to adopt for foreigners 

 

10.1.1 Starting a Business  

The cost of starting a business in India is very high, and the procedures involved can be daunting without 

local knowledge. Time required for registration is much more than other developed countries.  

10.1.2 Foreign Direct Investment 

Foreign investors can now invest directly in most sectors without obtaining the prior approval of the 

government. However, there are still several sectors approval is required. Convincing the government 

about the viability and usefulness of a project may prove to be a challenge for foreign investors. 

10.1.3 Trade Union 

Trade union sometimes creates problems in running the organizations. 

10.1.4 Intellectual Property 

India still lags behind many developed nations in its implementation and enforcement of intellectual 

property laws.  

10.1.5 Corruption 
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Corruption is a big hurdle when doing business ƛƴ LƴŘƛŀΦ !ǎ ǇŜǊ ǘƘŜ ¢ǊŀƴǎǇŀǊŜƴŎȅ LƴǘŜǊƴŀǘƛƻƴŀƭΩǎ 

Corruption Perception Index, in 2005, India ranked 92nd out of 159 countries in a study measuring 

perceptions about corruption3. Investment in sectors which require continuous interface with various 

regulatory authorities, expose the investor to delays in implementing the project thus affecting their 

profitability. Foreign investors also face the challenge of dealing with rampant.  

10.1.6 Inadequate Infrastructure 

LƴŘƛŀΩǎ ǿŜŀƪ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ƳŀƴƛŦŜǎǘŜŘ ōȅ ƛǘs poor energy supply, unpaved roads, ineffective airports 

and ports pose a major challenge to foreign investors.  Infrastructure inefficiencies like inadequate 

power generation adds a significant cost factor for manufacturing companies in the country.  

10.1.7 Getting Electricity 

The cost of getting electricity is relatively cheap in comparison to the rest of South Asia, but the number 

ƻŦ ǇǊƻŎŜŘǳǊŜǎ ƛƴǾƻƭǾŜŘ Ŏŀƴ ōŜ ǊŀǘƘŜǊ ŘŀǳƴǘƛƴƎΦ ²ƘŀǘΩǎ ƳƻǊŜΣ ŜŀŎƘ ǇǊƻŎŜŘǳǊŜ ƛǎ ƛƴ ƛǘǎŜƭŦ ǉǳƛǘŜ ǘƛƳŜ 

constraining, taking around eight days to receive an external site inspection and three weeks to get 

externally connected, have a meter installed and conduct a test installation. 

10.1.8 Registering Property 

Registering a property requires quite a bit of legwork and can also incur substantial charges. Stamp duty 

of 5% of the property and a 1% charge on the market value of the property incurred at the Sub-Registrar 

of Assurances are the two fees to look out for, although the lawyer charges and fees at the Land & 

Survey Office can also pinch.  

10.1.9 Protecting Investors and Enforcing Contracts 

The concept of investor protection is one that has garnered a lot of attention of late, and new bodies 

such as the Securities and Exchange Board of India (SEBI) have been set up to that effect. Enforcing 

contracts will also be an area that must be looked at; India ranks as one of the worst countries in the 

world for the ability to enforce a contract, taking an average of 1,420 days. 

10.1.10 Trading Across Borders  

Despite India opening its borders to international trade, there are still several hurdles to overcome 

when importing and exporting goods. Several layers of bureaucracy make it very challenging to move 

goods efficiently, and companies must file a long list of documents before moving goods across borders.  

10.1.11 Culture  

                                                           
3
 Legal services India, 2009 
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India is a cultural hotbed, and business is more about building relations than presenting figures and 

sums. The poly-chronic culture can be difficult to adapt to for outsiders, and due diligence into the 

destination is important before travelling. 


