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Press release dated 28 August 2019 on Cabinet approval to review the FDI Policy 

Cabinet approves proposal for review of FDI Policy on various sectors 

Key changes introduced in the Press release: 

In Union Budget 2019-20, the Finance Minister had proposed relaxations in certain key sectors of 

Indian economy to improve ease of doing business in India and to make India an attractive 

destination for entrepreneurs and global businesses, which would boost the investment 

environment and attract foreign investment. 

In furtherance to above, the Government of India on 28 August 2019 issued a press release 

outlining approval of the proposal of liberalising existing FDI Policy on various sectors of Indian 

economy with the objective to increase foreign investments, create more employment 

opportunities and growth. The proposed changes would permit FDI in contract manufacturing and 

ease out local sourcing conditions for single brand retail trading. 

Highlights of the amendments proposed in the FDI Policy as per the Press Release are summarised 

below. 

Proposed amendments in the FDI Policy: 

Sector Proposed  Amendment (likely rationale/ impact) 

Coal Mining 

100% FDI under automatic route has been proposed for: 

 sale of coal; and  

 coal mining activities including associated processing infrastructure 

(which would include coal washery, crushing, coal handling, and 

separation (magnetic and non-magnetic)). 

This proposal is subject to provisions of Coal Mines (Special Provisions) 

Act, 2015 and Mines and Minerals (Development and Regulation) Act, 

1957 as amended from time to time, and other relevant acts on the 

subject.  

Impact 

Permitting FDI for sale of coal and coal mining for associated 

infrastructure will attract international players, create an efficient and 

competitive coal market and increase the opportunity in power/energy 

sector. 

Contract 

Manufacturing 

It has been clarified that 100% FDI in “Contract Manufacturing” will be 

permitted under the Automatic Route. 

Contract manufacturing activities can be conducted under a legally 

tenable contract, whether on Principal-to-Principal or Principal-to-Agent 

basis.   

Impact 
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FDI now being permitted in contract manufacturing will be a big boost to 

manufacturing sector, would attract more foreign investment from global 

manufacturers looking for alternate manufacturing hubs and will help in 

creating more employment opportunities in India. 

Single Brand 

Retail Trading 

(“SBRT”) 

The extant FDI policy provides that 30% of value of goods has to be 

procured from India if SBRT entity had FDI of more than 51%. Further, 

the local sourcing requirements can be met as an average during the 

first 5 years, and thereafter on an annual basis towards its India 

operations. 

 Following amendments are now proposed for meeting local sourcing  

conditions by entities operating in SBRT:   

─ All procurements made from India by the SBRT entity for that 

single brand shall be counted towards 30% local sourcing, 

irrespective of whether the goods procured are sold in India or 

exported; 

─ The existing cap of considering exports for 5 years only is 

proposed to be removed, to give an impetus to exports; 

─ Sourcing of goods from India for global operations can now be 

done directly by the entity undertaking SBRT or its group 

companies (resident or non-resident); or indirectly by them 

through a third party under a legally tenable contract. and  

─ Under the existing FDI policy, only incremental sourcing was 

taken into account while current sourcing was not considered 

while computing local sourcing. The amendment proposes to 

consider the entire sourcing from India for global operations for 

meeting the 30% local sourcing requirements.  

 Retail trading through online trade can also be undertaken prior to 

opening of brick and mortar stores, subject to the condition that the 

entity opens brick and mortar stores within 2 years from date of 

start of online retail.  

Impact 

Liberalisation in local sourcing norms would bring greater flexibility and 

ease of operations for SBRT entities, besides creating a level playing 

field for companies with higher export in a base year.  Permitting online 

sales prior to opening brick and mortar stores will lead to creation of 

jobs in logistics, digital payments, customer care, training and product 

skilling. The proposed amendments in SBRT would attract the world’s 

largest retailers to open their business in India and pave way for global 

brands for establishment of directly owned stores in the country. 

Digital Media 

26% FDI permitted under government route for uploading/ streaming of 

News & Current Affairs through Digital Media.  

Impact  
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Existing Digital Media content aggregators may have to evaluate their 

current structure on the basis of proposed amendment. 

 

Conclusion  

The amendment proposed in the Press Release seeks to further simplify the regulations governing 

FDI in the country and provide a big boost to the ‘Make in India’ programme.  

The formal amendments to the FDI Policy and FEMA Regulations for giving effect to the above 

announcement, are awaited.  

Source: Cabinet Press release dated 28 August 2019 of PIB Delhi  
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