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Post-Independence Public Policy

The Economic Change Process

Measures taken towards liberalizing foreign investment:

 Dual Approval Route- Automatic and Approval

 Removal of restrictions on FDI and Liberalization of technology imports

 Permission to NRIs and OCBs to invest up to 100% capital in high priorities sectors

 Hike in the foreign equity participation limits to 51 %

 Signing the Convention of Multilateral Investment Guarantee Agency (MIGA) for protection of 
 Foreign Investments

Policy, Decision & Goal

The policies are concerned with the general welfare and development of the society, as the nation is a 

welfare state

These policies have vast areas of operation affecting the general welfareand development of the society as a 

whole

Regulatory policies are concerned with regulation of national and foreigntrade, business, safety measures, 

public utilities, etc.,

Some policies are called distributive policies, which are meant for specific segments of society

It can be in the area of public distribution to people below poverty line (BPL), public welfare, justice for 

women, health services, etc.,

Privatization

Privatization refers to a managerial approach of changing the ownershipstructure of one or more
government owned institutions. Privatizationcan be advantageous in terms of the higher flexibility and scope 
of innovation it offers along with cost savings, many a times

Delegation: 

Government keeps hold of responsibility and private enterprise handles fully or partly the delivery of 
product and services

Divestment: 

Government surrenders partial ownership and responsibility and sells the majority stake to one or more 
private entities in course of time

Displacement: 

The private enterprise expands and gradually displaces the government entity

Disinvestment: Selling a portion of ownership (stake) in a public enterprise to private parties

Foreign Direct Investment in India(FDI)

Foreign Direct Investment (FDI) may be described as a flow of capital investment to an enterprise in a 

nation by another enterprise located in a different nation by capturing a majority stake in ownership in a 

company in the target country or by expanding operations of an existing business in that country

Some sectors are opened up for 100% and in some sectors, it is allowed only up to 26%, 49% or 51%

FDI is prohibited under both the Government Route as well as the Automatic Route in the following 
sectors:

 Atomic Energy

 Lottery Business

 Gambling and Betting

 Business of Chit Fund

 Nidhi Company

 Agricultural

 Housing and Real Estate business (except development of townships, construction of residential/ 
 commercial premises, roads or bridges to the extent specified)

 Trading in Transferable Development Rights (TDRs)

 Manufacture of cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco substitutes

Foreign Institutional Investors (FIIs)

FIIs are registered abroad with a view to investing in other nations to invest in equity market, hedge funds, 
pension funds and mutual funds. FIIs have strong research team which speculate to invest in a country with
a possibility of strong return in equity market

Government Policies for Business Growth


