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INDIA TOUR

The 2nd most attractive investment destination
(source UNCTAD World Investment Report 2007)

Advantage - low cost of production, large size domestic market

Growth rate at 8.5% considered sustainable

Besides the service industry, evolving into a manufacturing hub

India figures in the Research and Development strategy of
global corporate
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FDI INFLOW
Top Investing Countries

R k C t 2004 05 2005 06 2006 07 2007 08 C l ti

US$ Million

Ranks Country 2004-05 2005-06 2006-07 2007-08 Cumulative

1 Mauritius 1,129 2,570 6,363 9,463 18,481

2 USA 669 502 856 1,021 3,902

3 UK 101 266 1,878 1,117 3,390

4 Singapore 184 275 578 1,664 2,214

5 Netherlands 267 76 644 601 2,2095 Netherlands 267 76 644 601 2,209

6 Japan 126 208 85 761 1,899

7 Germany 145 303 120 440 1,298

8 F 117 18 117 120 6618 France 117 18 117 120 661

9 Switzerland 77 96 56 247 629

10 Cyprus 3 70 58 773 562

Total 3,754 5,546 15,726 20,136 47,206
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Source – Department of Industrial Policy & Promotion
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INDIA TOUR 
Understanding Regulatory Compliances

Most laws originate from British Laws

Procedure Driven

Failures to comply usually leads to penalty and sometimes prosecutionFailures to comply usually leads to penalty and sometimes prosecution

Stacked in favor of labour (blue collar staff)

Fine reading and interpretation is the norm
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INDIA ENTRY 
Mode of Investment

F h C t

INDIA

French Corporate

Head Office 
Representation

Local 
Subsidiary

Distribution
ChannelRepresentation Subsidiary Channel

Liaison Office

Branch Office Wholly Owned 
Subsidiary

Importer

C&FLiaison Office

Project Office Joint Venture

C&F

Franchise
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INDIA ENTRY 
Alternate Entity Comparison

Corporate
[CO]

Liaison Office
[LO]

Project Office
[PO]

Branch Office
[BO][CO] [LO] [PO] [BO]

Characteristics Share capital 
owned by parent 
company

No commercial 
activities allowed

Temporary site 
office, specific 
projects

Commercial
activities allowed

Status Shareholders Foreign Company Foreign Company Foreign CompanyStatus Shareholders Foreign Company Foreign Company Foreign Company

Tax Rate 30% + Non Taxable 40% + 40% +

Control Board of Directors Parent Company Parent Company Parent Company

Set-up FIPB Approval / 
Automatic Route 
(4-6 weeks)

RBI approval
(4 weeks)

RBI approval
(4 weeks)

RBI approval
(4 weeks)

Closure ROC
(6-9 months)

RBI
(3 months)

RBI
(3 months)

RBI
(3 months)( ) ( ) ( ) ( )

RBI – Reserve Bank of India
FIPB – Foreign Investment Promotion Board
ROC – Registrar of Companiesg p
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CORPORATE SET-UP
Flawed Feasibility Study (#1)

Negative List - sectors where Foreign Direct Investment is not
ll d b tti l tt b i t i t il t diallowed e.g. betting, lottery business, atomic energy, retail trading

(except ‘Single Brand’ product retailing)

Sectoral Caps foreign investment in certain industries governedSectoral Caps – foreign investment in certain industries governed
by equity cap e.g. Insurance (26 %)

A small list of activities is reserved for the Small ScaleA small list of activities is reserved for the Small Scale
Industries (SSI)

Examine the Negative ListExamine the Negative List, 
Sectoral caps and SSI 

reservations while 
conceptualizing investment 

into India
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CORPORATE SET-UP
Existing Collaboration(s) in India can restrict your entry plans (#2)

Do you have an existing joint venture with an Indian partner for
fthe very field in which you now intend to set-up business in

India?

Do you have an existing technology collaboration with an
Indian partner for the same field in which you intend to do
business in India?

P N t 1 (2005 S i )

If yes, a ‘No Objection

Press Note 1 (2005 Series)

If yes, a No Objection 
Certificate’ is mandatory from 

the existing Indian Partner and 
prior approval is required from 

the Foreign Investmentthe Foreign Investment 
Promotion Board of India
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CORPORATE SET-UP
Pay attention to your Capital Structuring (#3)

At least two Shareholders are required; and
Capital structure will determine ‘private’ or ‘deemed as public’Capital structure will determine ‘private’ or ‘deemed as public’
company in India viz.

Case Shareholding of the Indian Company Status in India

1 Indian Individual Shareholder + Foreign Company (Public) Public Company

2 Indian Company + Foreign Company (Public) Public Company

3 Foreign Company (Public) + Foreign Individual Shareholder Public Company

4 Foreign Company (Public) + Foreign Company (Public) Private Company4 Foreign Company (Public) + Foreign Company (Public) Private Company

5 Two or more Foreign Individual Shareholders Private Company

6 Foreign Company (Private) + Foreign Company (Private) Private Company

7 Foreign Company (Private) + Foreign Individual Shareholder Private Company

section 4(7), Indian Companies Act, 1956
If a company is deemed 
a public company (listed 

or non-listed) it will
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or non listed), it will 
attract higher 
compliance 

requirements®Copyright Reserved www.cci.in



CORPORATE SET-UP

Though retailing is not allowed, ‘Single Brand’ retail can be done

The  confusion of ‘Single Brand’ Retailing (#4)

through a 51:49 joint venture with an Indian Partner

Single Brand Retailing meansg g
You retail goods under one single brand, and
The brand is well recognised, and
It covers only products branded during manufacturingIt covers only products branded during manufacturing

Press Note 3 (2006 Series)

Applications for single brand 
retailing are processed by 

the Department of Industrial 
Policy & Promotion (DIPP) 
and is presently somewhat
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and is presently somewhat 
restrictive
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