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Executive Summary

Although GDP growth in 2013 -14 is now anticipated to be less than 5%, India remains one of the fastest growing
economies globally. While the growth rate has dropped from an average of 8.8% in the last six years, the long term
economic potential remains.
This level of sustained economic growth, the increasing size and purchasing power of the middle class and the
depreciating value of the rupee present a good investment opportunity in India. Indeed over the past few years, India
has emerged as one of the most popular investment destinations. The change in FDI norms in various segments like
retail, telecommunications, insurance and power along with relaxation of certain regulations by the Government are
seen as positive moves to attract more foreign investments and enhance foreign trade.
In this publication, we set out some of the background to India’s ongoing initiatives to continue to become ever
more attractive as an investment destination, from the major shift towards liberalisation in trade and investment
policy in the early 1990s, right through to the most recent initiatives around FDI and in other areas.
India is not only one of the largest and fastest growing markets in the world, it is also one of the most diverse,
covering a large geographic area, and also encompassing many languages and cultures. Investors need to understand
this complexity to ensure they fully understand the different opportunities that exist across this broad nation, and so
we are pleased to lift the lid on some of the characteristics and economies of the different states.
Some of the information contained in this document was initially included in our publication “Incredible
Opportunities Back Home”, issued in January 2014, a joint publication with the Overseas Indian Facilitation Centre,
to whom we are grateful for their permission to reproduce the data here. We have attempted to correctly reproduce
and appropriately include source to all such information which has been obtained from third party sources.
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1. Foreign investment
trends in India

Introduction
There has been a sea change in India’s approach to foreign investment from the early 1990s when structural
economic reforms in India commenced. From a protected and controlled economy to a relatively liberal economy, the
journey has been gradual. While one could say that the change was prompted by the Balance of Payment (BOP) crisis
in the 90s, India had already geared up for this change, albeit that the BOP crisis expedited the process.
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Pre-Liberalisation Period
Historically, India followed protectionist economic policies and the Foreign Direct Investment (FDI) policy had been
extremely cautious and selective in view of the dominance of the ‘import-substitution strategy’ of industrialisation.
With the objective of becoming ‘self-reliant’, FDI through foreign collaboration was welcomed in the areas of high
technology and high priorities to build national capability and discouraged in low technology areas to protect and
nurture domestic industries.
This protectionist policy resulted in foreign collaboration taking place only in public sector undertakings or
Government backed initiatives. Foreign investment into the private sector or joint ventures was rare as Government
approvals for these were difficult to obtain. In effect, companies in crucial sectors including foreign oil majors and
banks were nationalised. Technical collaboration was permitted only in sectors where the Government deemed it
necessary to curtail the outflow of foreign exchange. This led to stagnation and technological obsolescence in India.
Since 1980, the Indian Government, recognising the severe drawbacks of a protectionist policy, relaxed restrictions
on technology transfers, power generation, highway and port construction, telecommunications, oil and natural gas
exploration etc.
The Government tried partial liberalisation in the trade and investment policy and marketing of exports through
Trans-national Corporations (TNCs). There was also de-licensing of some of the industrial rules and promotion of
Indian manufacturing exports as well as an emphasis on modernisation of industries through liberalised imports of
capital goods and technology. This was supported by trade liberalisation measures in the form of tariff reductions and
the shifting of a large number of items from import licensing to Open General Licensing (OGL).
Post-Liberalisation Period
A major shift in India’s policy occurred when India embraced an economic liberalisation and reforms program in
1991 aiming to raise its growth potential and integrate with the world economy. Industrial policy reforms gradually
removed restrictions on investment projects and business expansion on the one hand and allowed increased access
to foreign technology and funding on the other. Measures to remove roadblocks were introduced like the automatic
route for technology agreements in high priority industries and removal of restrictions on FDI in low technology areas
as well as liberalisation of technology imports etc . The Government also replaced the Foreign Exchange Regulation
Act (FERA), 1973 with Foreign Exchange Management Act (FEMA), 1999 where the provisions were more liberal.
Investment proposals falling under the automatic route and matters related to FEMA are dealt with by the Reserve
Bank of India, while the Government handles investment through the approval route, and issues that relate to
FDI policy through three institutions: the Foreign Investment Promotion Board (FIPB), the Secretariat for Industrial
Assistance (SIA) and the Foreign Investment Implementation Authority (FIIA).This has generally helped speed up the
approval process.
Post the initial sweeping changes in India’s foreign policy, the Government continues to listen to industry demands
and has generally continued to loosen regulations from time to time to continue to encourage growth.
The Government has also sought investments from financial institutions to further boost the economy. The
liberalisation of economic policy and removal of restrictions on remittances have attracted Foreign Institutional
Investment (FII) to India.
Qualified Foreign Entities (other than those predominantly owned by NRIs) seeking to undertake portfolio investments
in India are regarded as FIIs. Eligible institutional investors that can register as FIIs cover asset management
companies, pension funds, mutual funds, banks, investment trusts, incorporated/ institutional portfolio
managers, etc.
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The below data illustrates the trend of foreign investment flows into India:
FDI to India

Portfolio Investments

Total

USD
(Millions)

In INR
(Cr.)

USD
(Millions)

In INR
(Cr.)

USD
(Millions)

In INR
(Cr.)

1990-91

97

174

6

11

103

185

1991-92

129

316

4

10

133

326

1992-93

315

965

244

748

559

1,713

1993-94

586

1,838

3,567

11,188

4,153

13,026

1994-95

1,314

4,126

3,824

12,007

5,138

16,133

1995-96

2,144

7,172

2,748

9,192

4,892

16,364

1996-97

2,821

10,015

3,312

11,758

6,133

21,773

1997-98

3,557

13,220

1,828

6,696

5,385

19,916

1998-99

2,462

10,358

(61)

(257)

2,401

10,101

1999-00

2,155

9,338

3,026

13,112

5,181

22,450

2000-01

4,029

18,404

2,760

11,820

6,789

30,224

2001-02

6,130

29,245

2,021

9,290

8,151

38,535

2002-03

5,035

24,397

979

4,504

6,014

28,901

2003-04

4,322

19,830

11,377

51,898

15,699

71,728

2004-05

5,986

26,947

9,291

41,312

15,277

68,259

2005-06

9,636

39,457

12,492

55,357

22,128

94,814

2006-07

22,739

102,652

6,947

31,881

29,686

134,533

2007-08

34,727

139,421

27,434

110,619

62,161

250,040

2008-09

41,707

190,700

(14,032)

(65,100)

27,675

125,600

2009-10

33,108

157,800

32,396

154,000

65,504

311,800

2010-11

27,829

132,400

30,292

139,400

58,121

271,800

2011-12

32,955

154,816

17,171

85,126

50,126

239,942

2012-13

26,953

146,582

26,891

146,559

53,844

293,141

Data Source: RBI

With the current policy, FDI up to 100 per cent is allowed under the automatic route in most sectors/ activities,
except for a few critical sectors such as defence, petroleum and natural gas, and credit rating companies where
sectoral equity/entry route restrictions have been retained. This has boosted foreign investment in India over the last
few years.
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The percentages of investments made by the top ten countries in India during the period from April 2000 to August
2013 are:
Sr. No.

Country

%

1

Mauritius

38

2

Singapore

11

3

U.K.

9

4

Japan

7

5

U.S.A.

6

6

Netherlands

5

7

Cyprus

4

8

Germany

3

9

France

2

10

U.A.E.

1

Data Source: RBI

Mauritius and Singapore have been the biggest investment contributors to the Indian economy over the years
followed closely by the UK. The Mauritius contribution is primarily attributed to favourable tax treaty provisions
between India and Mauritius. Thus most U.S. and European investors prefer to enter the Indian markets through the
Mauritius route rather than a direct entry.
Where are the FDIs currently flowing into?
From a destination perspective, economically advanced States have attracted the lion’s share of FDI flows to India.
The top six states, viz., Maharashtra, New Delhi, Karnataka, Gujarat, Tamil Nadu and Andhra Pradesh have accounted
for over 70% of the FDI equity flows to India between April 2000 to August 2013.
TOP 6 destinations in India that had attracted FDI

30

32

4
4
6

6

18

Maharashtra, Dadra & Nagar Haveli, Daman & Diu

Delhi, Part of UP And Haryana

Tamil Nadu, Pondicherry

Karnataka

Gujarat

Andhra Pradesh

Other states
Source: DIPP report updated up to August 2013 - Cumulative inflows from April, 2000 to August, 2013
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Industrial hubs
With the support extended by the various State Governments, many multinational companies have set up operations
in India. In fact, certain locations have seen development of an industrial cluster. Some of these are:
• Chennai and Kanchipuram districts of Tamil Nadu;
• The National Capital Region (NCR) comprising Delhi and parts of Haryana, Rajasthan and Uttar Pradesh;
• Sanand in Gujarat;
• Pune in Maharashtra for the Automobile and auto ancillary industry;
• Bangalore (Karnataka), Hyderabad (Andhra Pradesh) and Pune for IT and ITES sector;
• Himachal Pradesh and Uttarakhand for the cosmetic industry and so on.
The respective State Governments have been providing support and infrastructure required to welcome corporates to
their State. Besides adding to the State’s revenue, these industries also provide employment opportunities to the local
population and facilitate development of the area as
a whole.
It is imperative that investors carry out a detailed location study and analyse the influencing factors in depth before
deciding on the location for setting up a business.
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2. India’s liberalisation policy
and its long term impact

“India is a land of opportunity that places
premium on enterprise and creativity.”
Dr. Manmohan Singh
Honourable Prime Minister of India
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Introduction
With an intention to create incredible opportunities and to encourage the inflow of resources into India, the then
Government in 1991 approved a systemic shift to a more open economy giving a larger role for the private sector
and foreign investment.
While the most important reason for liberalisation could be identified as the correction of the Balance of Payments
situation, some of the other key objectives for the introduction of liberalisation policy were to:
• Overcome the delay in public works undertaken;
• Clear “red tapism”;
• Invite fresh and increased investments from the private sector;
• Identify new initiatives and focus on growth;
• Awaken and encourage the profit motive; and
• Bring in accountability and responsibility for all the works undertaken.
These policies have succeeded in unlocking India's enormous growth potential and powerful entrepreneurial forces.
The move from socialist reforms to a new competitive friendly policy has earned rewards. Since 1991, successive
Governments, across political parties, have carried forward the country's economic reform agenda.
Capital inflows and growth trends
India's foreign investment policy has been formulated with a view to encouraging FDI into India. The process of
regulation and approval has been substantially liberalised. FDI under the automatic route is permitted in most
activities/ sectors, except in a certain restricted sectors where prior approval of the Government is required.
The Government of India (GoI) welcomes FDI in all permitted sectors, especially for development of infrastructure,
technological upgradation of Indian industry through 'greenfield' investments and in projects having the potential
of creating employment opportunities on a large scale. Investment for setting up Special Economic Zones (SEZs) and
establishing manufacturing units is also welcomed.
The chart below reflects the capital flow of FDI, as reported by the Reserve Bank of India during 2012-2013.
FDI (In USD million)
5,000
4,649
4,500

4,000

3,500

3,000

2,832

2,500

2,722

2,042
2,000

1,823

1,757

2,681
2,360

2,353

2,089

2,023

2,048

1,991

1,953
1,803

1,740

1,550
1,500
1,174

1,140

1,182

1,000

500

0

Data Source: RBI
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In recent years, the global economic crisis combined such a low risk appetite by investors, has resulted in a dip in FDI
into India. Though FDI in India decreased to $1.6 Bn in August 2013 from $1.7 Bn in July 2013, future expectations
are buoyant.
During the recent global economic crisis, when there was a significant deceleration in global FDI flows during
2009-10, the decline in FDI flows to India was relatively moderate reflecting robust equity flows on the back of a
strong rebound in domestic growth.
The table below reflects the equity FDI inflows in India by sector:
Sectors

2009-10

2010-11

4,176

3,296

2011-12

2012-13

2013-14
(till Aug 2013)

In USD (million)
Services Sector

5,216

4,833

945

Construction Development

2,852

1,103

3,141

1,332

167

Telecommunications

2,539

1,665

1,997

304

10

Computer Software and Hardware

872

780

796

486

171

Drugs and Pharmaceuticals

213

209

3,232

1,123

1,000

Chemicals
(Other than Fertilizers)

366

398

4,041

292

112

Automobile Industry

1,236

1,299

923

1,537

515

Power

1,272

1,272

1,652

536

120

Metallurgical Industries
Hotel & Tourism/Construction activity
Total

420

1,098

1,786

1,466

114

2,935

1,227

993

3,259

101

16,881

12,347

23,777

15,168

3,255

25%

27%

21.9%

Sectoral shares
Services Sector

31.9%

29.0%

Construction Development

17%

9%

13.2%

8.8%

5.1%

Telecommunications

15%

13%

8.4%

2.0%

0.3%

Computer Software & Hardware

5%

6%

3.3%

3.2%

5.3%

Drugs & Pharmaceuticals

1%

2%

13.6%

7.4%

30.7%

Chemicals (Other than Fertilizers)

2%

3%

17.0%

1.9%

3.4%

Automobile Industry

7%

11%

3.9%

10.1%

15.8%

Power

8%

10%

6.9%

3.5%

3.7%

Metallurgical Industries

2%

9%

7.5%

9.7%

3.5%

17%

10%

4.2%

21.5%

3.1%

Hotel & Tourism/Construction activity
Data Source: RBI

From a sectoral perspective, FDI into India has mainly flowed into the services sector (with an average share of 27 per
cent in the past five years). Investments have mainly been routed through Mauritius (with an average share of 38 per
cent in the past five years) followed by Singapore (around 11 per cent). In recent times there has been a steep rise in
the pharma industry which is almost equivalent to the entire services sector. While the world economy has struggled
in the past couple of years, sectors like services, pharma and automobile have seen promising growth in India.
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Benefits from Liberalisation
Liberalisation in Government policy has brought about a sea change in the
perception that the world has about India. It sends a strong message to the world
inviting foreign players into the local market with limited control of the Government.
This is a reflection of the fact that local players have matured enough to be pitted
against global competitors and should be governed by market forces rather than
protectionist policy measures.
The change in the Indian Government’s policies post 1991, though gradual, has been
quite steady with the Government inviting more and more foreign
participation in all but a few restricted sectors. The percentage of foreign investment
has also been increased from its initial low levels of up to 49% to 100% in many
sectors. This has brought about many direct and indirect changes.
Some prominent changes are highlighted below:
Unrestricted flow of capital
The primary goal of economic liberalisation is free flow of capital between nations,
efficient allocation of resources and competitive advantages. This calls for the
removal of protectionist reforms like tariffs, trade laws and trade barriers. The gradual
relaxation in India’s restrictive policies has moved towards putting India on a par with
other attractive destinations for foreign investors.
Liberal policies make it cheaper for companies to access capital from investors
consequently leading to higher profits.
Improvement in infrastructure and public amenities
While attracting foreign investment, the Indian Government has been focused on ensuring that the benefits of
modernisation and industrialisation reach the rural areas of India. Hence, the Government has been pushing
companies to move to less developed areas through SEZs, STPIs and by offering tax concessions in certain States. This
not only helps reduce the congestion of investments in the cities but improves infrastructure, public amenities and
standards of living in backward regions.
Growth in allied industries
With a spur of competition, all the fundamental inputs such as telecommunications, banking, insurance and
transport, which are necessity for any sector, have outperformed by providing quality output and upgradations. This
has led to overall economic efficiency and growth. These Allied Sectors not only support the primary and secondary
sectors like agriculture, manufacturing and production, but also increase the standard of living of the population.
Healthy competition has resulted in scaling higher levels of service excellence, while reducing costs.
In India, one can observe that the biggest beneficiary of liberalisation has been the services sector not only in terms
of output but also in terms of foreign investment.
Improved stock market performance
Liberalisation increases the buoyancy of stock markets on account of an increased optimism
of the fund managers and investors who are always on the lookout for new opportunities for profit. This is true
for India where the stock market has reflected bullish market sentiments barring a few dampening lows. The influx
of foreign capital has also increased the quantum of Initial Public Offerings (IPOs) in India with a lot of small and
medium enterprises taking advantage of this trend.
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Greater transparency and predictability
India is a member of the World Trade Organisation (WTO) and has agreed that foreign firms will be allowed to supply
their services under internationally accepted conditions. Being consistent and aligned with the global standards of
working has made India a popular labour destination with expatriates moving in from various locations.
This is extremely crucial for large global multinationals who would like to have consistency in their policies for
employees.
Technological advancement
India has seen an increased inflow of international resources and expertise which has brought with it a novel set
of skills and technologies resulting in a major thrust to development. This has clearly provided a competitive edge
to Indian infrastructure as far as development of leading technologies is concerned. For example, the automobile
industry in India post liberalisation has moved to the level that it now exports cars to other nations.
While it is advantageous to India to bring in investment from abroad, there are several benefits that investors stand
to gain in choosing India as their preferred destination such as:
• India is one of the world's largest democracies. There is a stable political environment and responsive
administrative set up;
• A well established judiciary free from government encumbrances is in place to enforce the rule of law
• Abundance of natural resources and diverse climatic conditions provide necessary impetus to several types of
industry;
• Cost competitiveness on account of low labour costs;
• Large pool of skilled manpower having a strong knowledge base, with a significant English speaking population;
• India’s population consists of a young educated workforce;
• Huge untapped market potential, especially in rural areas;
• Progressive simplification and rationalisation of direct and indirect tax structures with reduction in import tariffs;
• Member of WTO and hence globally aligned labour regulations;
• Robust banking and financial institutions; and
• The "2012 A.T. Kearney Foreign Direct Investment Confidence Index" has ranked India as the second most
attractive destination for FDI, an improvement from its third rank in the year 2010.
Source: http://indiainbusiness.nic.in
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Government plans for attracting new levels of investment
The Government is making various attempts to encourage foreign investment in India by providing various incentives
and by reviewing FDI policies at various stages. FDI can be made in India under the Automatic Route for permitted
sectors. For some sectors, Government approval needs to be obtained. The FDI caps and routes are revisited from
time to time to encourage foreign investments in India and the requirement of Government approval is relaxed in the
various sectors to induce and initiate new projects in the country.
Review of FDI caps and routes in various sectors
In order to attract foreign investment in India the Government has recently reviewed the Foreign Investment Policy
and has approved revisions to the FDI limits in 12 sectors including sectors such as defence and telecommunications.
Below is a synopsis of the revised policy in comparison with the existing policy:
Sl. No.

Sector/Activity

Before the proposal

Changes approved

% of FDI/
Equity

Entry Route

% of FDI/
Equity

Entry Route

1

Tea Sector
(including Tea
Plantation)

100%

Government
Route

100%

Government Route.
However has deleted
the clause of compulsory
divestment of 26%
equity of the company
in favour of an Indian
Partner/Indian public
within a period of 5
years

2

Petroleum and
Natural Gas

49%

Government
Route

49%

Automatic Route

3

Defence

26%

Government
Route

26%

Up to 26% Government
route. Above 26%
Cabinet Committee on
Security (CCS) on case to
case basis

4

Courier
Services

100%

Government
Route

100%

Automatic Route

5

Telecom
Services

74%

Automatic
up to 49%
Government
route beyond
49% and upto
74%

100%

Automatic up to 49%
Government route
beyond 49% and upto
100%

6

Test Marketing

100%

Government
Route

This clause
stands deleted

7

Single brand
product retail
trading

100%

Government
Route

100%

17

Up to 49% Automatic
route beyond 49%
Government
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Sl. No.

Sector/Activity

Before the proposal

Changes approved

% of FDI/
Equity

Entry Route

% of FDI/
Equity

Entry Route

Government
Route for FDI

Upto 100% of
Up to 49% Automatic
paid-up capital of route beyond 49%
ARC (FDI+FII)
Government

8

Asset
Reconstruction
companies
(ARC)

74% of paid-up
capital of ARC
(FDI+FII)

9

Commodity
Exchanges

49% (FDI & FII)
Government
+ [Investment
Route (For FDI)
by Registered FII
under Portfolio
Investment
Scheme (PIS)
will be limited
to 23% and
Investment under
FDI Scheme
limited to 26%]

49% (FDI & FII)
Automatic Route
+ [Investment
by Registered FII
under Portfolio
Investment
Scheme (PIS)
will be limited
to 23% and
Investment under
FDI Scheme
limited to 26%]

10

Credit
Information
Companies

49%
(FDI + FII)

Government
Route for FDI

74%
(FDI + FII)

Automatic Route

11

Infrastructure
companies in
the Securities
Market

49% (FDI &FII)
FDI limit of 26
per cent and an
FII limit of 23
per cent of the
paid-up capital

Government
Route for FDI

49% (FDI &FII)
FDI limit of 26
per cent and an
FII limit of 23
per cent of the
paid-up capital

Automatic Route

12

Power
Exchanges

49% (26% FDI +
23% FII)

Government
Route for FDI

49% (26% FDI +
23% FII)

Automatic Route

Data Source: Press Note No. 6 (2013 Series) released by Ministry of Commerce & Industry

FDI in Multi-Branded Retail Trading (MBRT)
One of the most debated reforms is the policy for allowing 51 per cent FDI in multi-brand retail. The steady growth
in the Indian retail sector and the growing interest from overseas investors could be said to have tipped the balance
in favour of this policy. The changes in some of the policy conditions indicate a Government intention to provide
a window to foreign retailers to cultivate and grow the SME segment. FDI is subject to meeting the necessary
conditions of the size of the population, investment limits etc. which investors will need to consider.
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3. An introduction to key
states in India

Introduction
India is probably the only country with such a diverse cultural heritage. It is currently divided into twenty eight States
and seven Union Territories, with each State and Union Territory having a unique demography, history, language and
culture.
The States and Union Territories of India are gifted with distinct inherent strengths, be it an abundant supply of
mineral resources, large forest reserves or availability of fertile land, suitable for growing a variety of agricultural and
horticultural crops.
It is therefore critical that all investors consider the relative opportunities provided by each individual state before they
finalise their investment plans. An introduction to some of the key states is included in the following pages.
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Assam1
• Assam is the largest North Eastern State and is considered to be the
Jewel of the North East. It has close proximity to Bangladesh, China,
Myanmar, Bhutan and Nepal;
• The State is rich in natural and precious mineral resources and is the
largest producer of tea in India. It accounts for a large share of India's
production of rice, rapeseed, mustard seed, jute, potato, sweet potato,
banana, papaya, areca nut and turmeric. In addition to agriculture,
fisheries and sericulture are also important economic sectors of the
State;
• Assam contributes more than 50% of India’s tea production and tea
manufacture is one of the major industries of the State;
• The economy of Assam is presently sustained by the Services sector. The
key services include communication, banking and insurance, real estate
and public administration;
• The Industrial sector has gained importance in Assam over the years.
The State has set up the Assam Industrial Development Corporation
(AIDC) and Assam Industrial Infrastructure Development Corporation
(AIIDC) to facilitate industrial development; and
• Small sector industries have made a vital contribution in the process of
industrialisation, generation of employment and in fulfilment of other
socio-economic objectives in the State.
Assam - Composition of GSDP (2012-13) (%) (AE)

21.0%

Economic Indicators
Year

21.1%

57.9%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

856,903

1,435,668

2011-2012 (QE)

801,719

1,265,436

6.88%

13.45%

Growth (y-o-y)

Services

Agriculture and Allied

1 Source: Assam Economic Survey 2012-2013
2 AE: Advance Estimate, QE: Quick Estimate, P: Provisional

20

Industry

GSDP (INR million)

Bihar3
• Bihar enjoys a unique location advantage considering its proximity
to Eastern and Northern India, as well as easy access to ports on the
Eastern part of the country;
• The key sectors include agriculture in terms of production of vegetables
and fruits (Bihar is the largest producer of vegetables and second largest
in terms of fruits production), manufacturing, construction, trade, hotels
and restaurants;
• There are number of industries in Bihar ranging from agro-based (food
processing, sugar, dairy and tea) to non-agro based (textiles, silk,
handloom, leather and Khadi and Village Industries) and non-metallic
minerals;
• The telecom sector is also an eminent sector of Bihar. It has taken
great strides during the last few years and has provided a boost to the
information technology in the State; and
• Bihar is gearing up to create an investor friendly climate so as to attract
private sector participation and boost business by creating investment
opportunities.
Bihar - Composition of GSDP (2011-12) (%) (QE)

22.4%

Economic Indicators
Year
58.0%

19.6%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

1,518,660

2,526,940

2011-2012 (QE)

1,301,250

2,018,560

16.71%

25.19%

Growth (y-o-y)

Services

Industry

GSDP (INR million)

Agriculture and Ailled Services

Source: Bihar Economic Survey 2012-2013. Data for FY 2012-2013 is not available in the survey

3 Source: Bihar Economic Survey 2012-2013
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Gujarat4
• Gujarat contributes more than 7% to India’s GDP. At a CAGR of 16.5%,
the State’s growth has been the second highest in India between
2005-2006 and 2011-2012;
• Gujarat is the largest producer of processed diamonds and denim in the
world and is also the largest producer of milk in India;
• Gujarat has one major port (Kandla) and 41 minor/ intermediate ports;
• The State boasts of contributing to a significant proportion of the
production of soda ash, salt, petrochemicals, plastics, pharmaceuticals,
crude oil and chemicals; and
• During 2011-2012, Gujarat recorded the second highest number of FDI
proposals (131 FDI proposals) worth over USD 3.7 billion.

Gujarat - Composition of GSDP (2011-12) (%)

21.8%

Economic Indicators
42.1%

36.1%

Year

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

3,988,840

6,117,670

2011-2012 (QE)

3,675,400

5,304,300

8.53%

15.33%

Growth (y-o-y)

Services

Industry

Agriculture and Ailled Services

Source: Gujarat Socio-Economic Review 2012-2013

4 Source:- Gujarat Economic Survey 2012-2013, IBEF
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Haryana5
• Haryana is well located in the NCR region and has a good infrastructure
including power, roads and railways;
• Haryana boasts of being the second largest contributor to food grain
production in India. It also has a major share in the total exports of
Basmati Rice of the country;
• Micro, Small and Medium enterprises have also been set up in the State,
which are primarily carrying out manufacturing activities (textiles and
garment);
• The real estate market has experienced a boom in the State, and a
number of companies have invested in the State in this sector;
• Despite being known for its food grain production in the country, the
Services Sector is the highest contributor to the State’s GSDP. Trade,
hotels & restaurants comprise the group having the highest contribution
to the State’s GSDP. Finance, insurance & real estate is the second
largest group followed by transport, storage & communication and
community, social & personal services; and
• Haryana has also set up an industrial base for companies in the IT
and biotechnology sectors. The State encourages private initiatives
for creation and development for ‘ready to move’ space for this
industry. The Haryana State Industrial and Infrastructure Development
Corporation (HSIIDC) has developed infrastructure for Technology Park/
Electronics Hardware Technology Parks to promote the IT Sector in the
State.
Harayana - Composition of GSDP (2011-12) (%)

16.70%

Economic Indicators
Year

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

1,918,207

3,534,404

2011-2012 (QE)

1,790,970

3,076,056

7.10%

14.90%

54.60%
28.70%

Growth (y-o-y)

Services Sector

Industry Sector

GSDP (INR million)

Agriculture Sector

Source: Haryana Economic Survey 2012-2013; composition of GSDP for 2012-13 is not available in the survey

5 Source: Haryana Economic Survey 2012-2013, IBEF
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Jharkhand6
• Jharkhand is situated in East India. It shares its border with Bihar, Uttar
Pradesh and Chhattisgarh, Odisha and West Bengal;
• The State enjoys a unique location-specific advantage as it is close to the
vast market of Eastern India; it is closer to the ports of Kolkata, Haldia
and Paradip and has easy access to raw materials;
• Jharkhand is the only State in India to produce coking coal, uranium and
pyrite;
• Over the years, the State’s economy is becoming less agricultural, more
industrial and more service-oriented. The Services Sectors such as real
estate, public administration and banking & insurance, dominate the
State’s economy and have become increasingly important in recent
years; and
• Jharkhand boasts a proactive administrative system, richness of minerals,
skilled manpower, reputed technical and educational institutions and a
wide consumer market.

Jharkhand - Composition of GSDP (2012-13) (%) (AE)

Economic Indicators
48.61%

48.61%

37.02%

Services Sector

Industry Sector

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

997,578

1,478,409

2011-2012 (QE)

914,207

1,305,053

9.12%

13.28%

Growth (y-o-y)

Agriculture Sector

Source: Jharkhand Economic Review 2012-2013

6 Source: Jharkhand Economic Survey 2012-2013, IBEF
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Karnataka7
• Karnataka, a State in the South, is popularly known as the Silicon Valley
of India;
• The Services Sector grew by 8.9% in 2012-13 and contributed
considerably to the growth of the State’s GSDP. Real estate, ownership
of dwellings and business services, hotels and restaurants are the key
Services Sectors of the State;
• The IT sector is one of the focus sectors of the State, comprising of
47 IT and ITeS SEZs, 3 STPs and a dedicated IT investment region. The
State Government has launched the Information and Communications
Technology Policy and the Karnataka Electronics Hardware Policy for the
growth of the industry in the State;
• Prominent industries of the State comprise electrical and electronics,
biotechnology, nanotechnology, information and communication
technology. As per the Annual Survey of Industries (ASI) the State
accounted for 5.07% of the total number of registered factories in India
in 2010-11;
• Karnataka is focusing on the tourism industry in the coastal regions. The
State Government has rolled out a special coastal circuit project covering
41 beaches and some islands identified for the purpose. The Union
Ministry of Tourism had ranked the State fourth in the country in 2011,
as far as domestic tourism is concerned.

Karnataka - Composition of GSDP (2012-13) (%) (AE)

14.5%

Economic Indicators
Year
27.5%

58%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

3,034,440

5,274,920

2011-2012 (QE)

2,864,100

4,632,430

5.95%

13.87%

Growth (y-o-y)

Services

Industry

GSDP (INR million)

Agriculture and Allied

Source: Karnataka Economic Survey 2012-2013

7 Source:- Karnataka Economic Survey 2012-2013, IBEF
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Kerala8
• Kerala popularly known as “God's Own Country” has an enchanting and
beautiful coastline and is located strategically on the trans-national trade
corridor. The State has the highest literacy rate in the country;
• Tourism is one of the major sectors, with the State having been rated
as one of the world's 50 must-see destinations by National Geographic
Traveller;
• In terms of agriculture, Kerala is the largest producer of rubber, pepper,
coconut and coir; and
• The service industry dominates the region’s economy and with the
rise in the IT sector, the region has become an active destination for
software development, e-commerce and e- business activities. With
increasing investments by multinationals in the IT sector, IT has become
a major income generator for the State.

Kerala - Composition of GSDP (2011-12) (%) (QE)

9.48%

Economic Indicators
20.23%

Year

70.29%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

2,101,071

3,152,056

2011-2012 (QE)

1,918,667

2,694,737

9.51%

16.97%

Growth (y-o-y)

Services

Industry

Agriculture and Ailled Services

Source: Kerala Economic Review 2012

8 Source: Kerala Economic Review 2012, IBEF
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Maharashtra9
• Maharashtra is the second largest State of India with its boundaries touching
the western and central part of India. It has a long coastline stretching almost
720 kilometers by the Arabian Sea. The State shares its borders with Gujarat,
Madhya Pradesh, Chhattisgarh, Andhra Pradesh, Karnataka and Goa;
• Agriculture and allied activities account for 12.4 per cent of the State’s GSDP
at current prices in 2011-12;
• Maharashtra boasts a leadership position in so far as the industrial sector in
India is concerned, being a pioneer in Small Scale Industries. It is one of the
most favoured States for domestic and foreign investment due to a welldeveloped infrastructure, availability of substantial natural resources and
skilled manpower;
• As per the Economic Survey 2012-13, 105 FDI projects with an investment of
INRRs 54,540 million have been approved during 2011-12 in Maharashtra;
• Some of the key automobile majors have set up their manufacturing plants
in Maharashtra, thereby making it one of the leading States for automobile
production. Maharashtra has also been the beneficiary of substantial
investments in the IT sector and has the largest number of Special Economic
Zones;
• Maharashtra offers one of the best surface transport facilities and connectivity
with sea ports and airports; and
• Mumbai, the capital of Maharashtra is the financial capital of India.
Headquarters of large corporate & financial institutions are located in Mumbai
which also houses India's main stock exchanges & capital market and
commodity exchanges.
Maharashtra - Composition of GSDP (2011-12) (%)

Economic Indicators
29.1%

8.50%

Year

62.4%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

7,874,260

11,995,470

2011-2012 (QE)

7,352,120

10,350,850

7.10%

15.89%

Growth (y-o-y)

Services

Agriculture and Allied

GSDP (INR million)

Industry

Source: Economic Survey of Maharashtra 2012-2013. Data for FY 2012-2013 not available in the economic survey
9 Maharashtra Economic Survey 2012-13
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Odisha10
• Odisha is situated on the north-eastern part of the Indian peninsula.
The State has abundant sources of core minerals such as nickel and
vanadium; potential for gold, gems and semi- precious stones;
• The industrial sector includes manufacturing, mining & quarrying and
electricity-gas-water supply. Odisha accounts for 10% of the total steel
production of India;
• Odisha is the largest producer of aluminium in the country, with the
presence of companies such as NALCO;
• The Services Sector constitutes a major share of the State’s GSDP;
• The Tourism industry has grown in Odisha as a result of good
infrastructure, development of existing and new tourist destinations and
also on account of growth in the hotel industry;
• In order to provide impetus and synergy to the Investment Promotion
Initiatives; and
• The Government has instituted “Team Odisha” which provides
the institutional framework to assist in industrial development and
investment promotion.

Odisha - Composition of GSDP (2012-13) (%) (AE)

17.5%

Economic Indicators
Year

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

1,426,067

2,587,440

2011-2012 (QE)

1,306,686

2,158,994

9.14%

19.84%

49.6%

32.9%

Growth (y-o-y)

Services Sector

Industry Sector

Source: Odisha Economic Survey 2012-2013

10 Source: Odisha Economic Survey 2012-2013
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Punjab11
• Punjab is a prominent State in Northern India which ranks among the most
prosperous and industrialised states in India;
• Punjab, known for its vibrant culture and tradition, is rapidly witnessing
industrialisation through the coordinated development of small, medium and
large scale industries;
• The overall growth of the State has been on account of the industrial and
service sectors. The industrial sector comprises manufacturing, construction
and power; and the services sector includes trade, transport, banking and
insurance and public administration;
• Punjab’s transport network is one of the best, with easy access to key markets
such as the Delhi-NCR region. A huge investment of the State Government
in the development of roads is quite evident from the network of national
highways of the State;
• The State Government has recently re-constituted the Punjab Governance
Reforms Commission and submitted recommendations that include a
regulation frame work for NRI’s Affairs;
• The State has emerged as a key hub for textile-based industries including
yarn, readymade garments and hosiery; and
• With the expansion of apparel parks, favourable textile policy and other
incentives for the development of industrial infrastructure, the State offers
tremendous opportunities for investment.

Punjab - Composition of GSDP (2012-13) (%) (AE)

Economic Indicators

21.84%

Year

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

1,645,750

2,960,070

2011-2012 (QE)

1,564,540

2,592,230

5.19%

14.19%

48.68%

29.48%

Growth (y-o-y)

Primary Sector

Secondary Sector

GSDP (INR million)

Tertiary Sector

Source: Punjab Economic Survey 2012-13
11 Source: Punjab Economic Survey 2012-2013, IBEF
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Rajasthan12
• Rajasthan is the largest State in India in terms of area. Its economy is
predominantly agricultural and pastoral. The State is the largest producer
of oilseeds (rapeseed & mustard), seed spices (coriander, cumin and
fenugreek), coarse cereals, soybean, food grains, gram, groundnut and
pulses;
• Rajasthan is the leader in solar energy projects in the country. The State
Government provides necessary infrastructure and related support to
increase the solar power generation capacity in the State;Rajasthan
also provides investment opportunities in the field of upstream &
downstream hydrocarbon sector. The State Government has sanctioned
11 Petroleum Mining Leases for exploitation of Crude Oil, Heavy Oil and
Natural Gas;
• Some of the other sectors for investment in the State are textiles, gems
and jewellery, handicrafts, ceramics and glass wares, and mineral-based
industries;
• Rajasthan offers a wide range of fiscal and policy incentives for
businesses. The Government has introduced sector-specific policies for
tourism, biotechnology, IT and ITeS industries; and
• The “Rajasthan Enterprises Single Window Enabling and Clearance Act,
2011” has been introduced in the state to ensure time bound clearances
for projects and investment proposals.
Rajashthan - Composition of GSDP (2011-12) (%)

Economic Indicators

22.09%

Year

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)2

2,399,130

4,781,600

2011-2012 (QE)

2,278,240

4,167,550

5.31%

14.73%

48.06%

29.85%

Growth (y-o-y)

Services Sector

Industry Sector

Agriculture Sector

Source: Rajasthan GDP Survey 2004-05 to 2011-12; composition of GSDP for 2012-13 is not available in the survey
Source: Rajasthan Economic Review 2012-13

12 Source: Rajasthan Economic Review 2012-2013, IBEF
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Tamil Nadu13
• Tamil Nadu is situated in the southernmost part of India;
• In terms of agriculture, Tamil Nadu is the largest producer of bananas, flower
and tapioca;
• Tamil Nadu accounts for a major part of the country’s spinning capacity and is
a leader in yarn export. A large number of textile mills and engineering units
are located in and around the cities of Karur and Tirupur;
• Chennai, capital of Tamil Nadu, can be categorised as a fast emerging major
export hub of cars; and
• Some of the major automobile manufacturers such as Hyundai, Ford, BMW,
Mitsubishi and Nissan have set up their factories in Tamil Nadu.

Tamil Nadu - Composition of GSDP (2011-12) (%)

Economic Indicators

13.9%

Year
27.0%

59.1%

At constant
(2004-05) prices

At current
prices

2012-2013 (AE)

52,030,000

82,330,000

2011-2012 (QE)

48,860,000

71,570,000

6.49%

15.03%

Growth (y-o-y)

Services

Industry

GSDP (INR million)

Agriculture and Ailled Services

Source: Tamil Nadu Mid-year Economic Analysis 2012-13. Data for FY 2012-13 is not available in the economic analysis
13 IBEF, Mid-year economic Analysis FY 2012-13
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Glossary

ARC

Asset Reconstruction Company

ITIR

Information Technology Investment Region

CA

Chartered Accountant

NBFC

Non-Banking Financial Company

CAGR

Compound Annual Growth Rate

NCR

National Capital Region

CII

Confederation of Indian Industry

NRI

Non-Resident Indian

DIPP

Department of Industrial Policy & Promotion

PIO

Person of Indian Origin

FDI

Foreign Direct Investment

PIS

Portfolio Investment Scheme

FEMA

Foreign Exchange Management Act

RBI

Reserve Bank of India

FII

Foreign Institutional Investment

SEZ

Special Economic Zone

GDP

Gross Domestic Product

SME

Small and Medium Enterprises

GSDP

Gross State Domestic Product

STP

Software Technology Parks

GoI

Government of India

UK

United Kingdom

IFC

International Finance Corporation

USD

United States Dollar

INR

Indian Rupees

UT

Union Territories

IPO

Initial Public Offering

VAT

Value Added Tax

IT

Information technology

WTO

World Trade Organisation

ITeS

Information Technology enabled Services
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