
 

 

 

 
 

 

 

 

 

 

 

 

Decrease in U.S.-India goods trade, 12-

month rolling average, per U.S. 

Census* 

 

 

 

 

 

 

 

 

Increase in FDI, 12-month rolling 

average, per DIPP 

 

 

 

 

 

 

 

 

Increase in FII, 12-month rolling 

average, per NSDL*  

*Same as previous newsletter 

 

Hoping for a Hot Winter   
RICHARD M. ROSSOW 
 

The Winter Session of Parliament will commence on 
November 24, concluding on December 23. The earlier 
Budget Session was naturally dominated by the budget. The 
Winter Session will provide better insight into the Modi 
government’s legislative priorities and abilities.  
 
The Modi government has clearly laid out its economic 
priorities. First, it wants to create infrastructure, primarily 

pockets of focused development such as economic corridors and smart 
cities. Second, it is attempting to stimulate the development of a more robust 
industrial economy by simplifying regulations and through a public 
relations campaign called “Make in India,” announced on the eve of Prime 
Minister Modi’s U.S. visit. Fully capitalizing on these initiatives will involve a 
mixture of legislative and non-legislative measures.  
 
Non-legislative Reforms 
 
Since the Budget Session of Parliament, the government has rolled out 
several non-legislative reforms. Two reforms appear particularly significant:  
 
 Diesel deregulation: On October 18, the government completely 

deregulated diesel pricing. The government’s control of diesel prices was 
a budgetary drag, and also served to deter greater investment in 
upstream and downstream petroleum development.   
 

 Foreign direct investment (FDI) in construction:  On October 29, the 
cabinet approved a revision of the extant policy on FDI in construction 
(industrial parks, office complexes, etc.), dramatically reducing the 
barrier to entry. Construction already comprises 10 percent of total FDI 
into India since 2000; reducing the minimum built-up space 
requirements will help developers look at urban areas with less space 
available, as well as semi-urban and rural areas where huge 
developments make less sense.  

 
There have also been a slew of smaller, yet important regulatory changes to 
ease industrial rules. These include de-licensing the production of most 
defense-related goods; extending industrial licenses; and relaxing some 
labor rules.  
 
A few other reforms were also enacted, though clearly fell short of investor 
expectations:   
 
 FDI in defense: On August 26, the government raised the FDI cap in 

defense from 26 to 49 percent, retaining the provision whereby the 
cabinet can approve higher FDI levels on poorly defined criteria. The 
cap at 49 percent may not attract many new investors. 

 
 Natural gas pricing: On October 18, the government revised the 

formula for natural gas pricing, resulting in a substantial increase.  
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Creating flexibility for pricing is good, but full deregulation will be more comforting to developers.  
 

 Cross-border taxation:  On September 2, a new panel was created within the Central Board of Direct 
Taxation to review allegations of retrospective tax avoidance. This may be helpful in practice, but 
foreign investors were hoping the principle would be expunged altogether.  

 
Key Legislative Reforms 
 
With Parliament coming back in session, attention now shifts to the possible movement of major legislative 
reforms. Chief on this list:  
 
 Goods and Services Tax (GST):  A constitutional amendment to consolidate most production taxes with 

the central government.  Termed by one analyst as India “signing a free trade agreement with itself.”  
 

 Labor law reforms: While the government made some significant non-legislative modifications in labor 
policies, there are structural changes businesses feel are critical to enable industrial growth and require 
legislative change. The Federation of Indian Chambers of Commerce and Industry (FICCI) provides some 
examples here.  
 

 Simplifying land acquisition: The passage of the Land Acquisition, Rehabilitation and Resettlement Bill, 
2011 in September 2013 is universally decried by industry for adding time and expense to land 
acquisition. There are reports that the Modi government is looking to modify the law to expedite 
industrial development, though pro-business changes will be tough to move through the Rajya Sabha.  

 

 FDI in insurance:  After a decade of waiting, the legislation appears poised for a potential vote, 
assuming the Rajya Sabha “Select Committee,” completes its review, issues its report, and the Bharatiya 
Janata Party (BJP) secures enough support.  

 
As we have repeatedly pointed out, the BJP is very weak in the Rajya Sabha, so managing legislation in 
Parliament will be more difficult than moving non-legislative reforms. Still, the changes listed above would 
help satiate investors craving “big reforms,” and give a much-needed shot in the arm to the Indian economy 
and to Prime Minister Modi’s “Make in India” campaign.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Follow us on Twitter at twitter.com/CSISIndiaChair  

and twitter.com/RichardRossow. 

 

 

#SouthAsiaJobs 

Interested in working on U.S.-India policy issues? 

Check out these recent job listings:  

Bower Group Asia seeking an India Analyst. Live in 

Delhi. http://bit.ly/1DT23qB.  

Hunt Alternatives seeking Program Manager with 

South Asia regional expertise. Live in DC. 5-7 yrs 

experience. http://bit.ly/1udz7dX.   

PSI seeking Investigator for a family planning project 

in India. Live in DC. 5 yrs experience. 

http://bit.ly/1sRA9VG.  

World Bank’s CGAP seeking a Communications Officer 

to work on financial inclusion issues.  Live in DC. 5 yrs 

experience. http://bit.ly/1FZARui.  

Uber seeking Government Relations Manager for India. 

Live in Delhi. 8 yrs experience. http://bit.ly/1xorsq3.  
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