
Answer on Question #51756 - Management 

 

Which form of FDI you advocate more for an economy like India and why? 

  A foreign direct investment (FDI) is a controlling ownership in a business enterprise 
in one country by an entity based in another country.  

Foreign direct investment is distinguished from portfolio foreign investment, a 
passive investment in the securities of another country such as public stocks and bonds, 
by the element of "control". Foreign direct investment incentives may take the following 
forms:  

 low corporate tax and individual income tax rates 
 tax holidays 
 other types of tax concessions 
 preferential tariffs 
 special economic zones 
 EPZ – Export Processing Zones 
 Bonded warehouses 
 Maquiladoras 
 investment financial subsidies[6] 
 free land or land subsidies 
 relocation & expatriation 
 infrastructure subsidies 
 R&D support 

 derogation from regulations (usually for very large projects). 

A foreign company planning to set up business operations in India may: 

 Incorporate a company under the Companies Act, 1956, as a Joint Venture or a 

Wholly Owned Subsidiary. 

 Set up a Liaison Office / Representative Office or a Project Office or a Branch Office 

of the foreign company which can undertake activities permitted under the Foreign 

Exchange Management (Establishment in India of Branch Office or Other Place of 

Business). 
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