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Salient Features of the NIP:  

The NIP does away with licensing for all major industries, irrespective of the 

investment level, proposes liberal foreign investment, dispenses with MRTP clear-

ances but curbs unfair trade practices and emphasises technological up-gradation. 

While allowing a greater role for the private sector, it vests the Government with 

necessary control in key areas of industry as per the Industrial Policy Resolution 

of 1956. 

 

(a) Abolition of licensing procedures: 

The NIP has abolished the industrial licensing requirement irrespective of the level 

of investment in all industries except those 18 industries specified in Annexure II 

of the ID & R Act (1951). The industries where industrial licensing will be necessary 

include areas like coal, petroleum, sugar, cigarettes, motor cars, hazardous 

chemicals, drugs and pharmaceuticals and some luxury items. 

 

(b) Broad branding facility and FMP: 

Existing and new industrial units have been provided with the broad branding 

facility to produce any article so long as no additional investment in plant and 

machinery is undertaken. The Phased Manufacturing Programme (PMP) will no 

longer be applicable to new projects. 

 

(c) Modifications in the MRTP Act:  

The MRTP Act will be amended to remove the threshold limit of assets in respect 

of MRTP companies and dominant undertakings. This would eliminate the 



requirement of prior approval of the Central Government for establishment of new 

undertakings, merger, amalgamation, takeover and appointment of directors 

under certain circumstances. 

 

(d) Foreign investment:  

While welcoming foreign investment with its attendant advantage of technology 

transfer, marketing expertise, introduction of modern managerial techniques and 

export promotion, the NIP provides for automatic approval of foreign equity 

participation up to 51% in high priority industries which include 34 broad areas 

like metallurgy, electrical equipment, transformer, food processing, hotel and 

tourism. 

There will be no bottlenecks of any kind in clearing proposals for foreign equity 

participation. Such clearance will be available if foreign equity covers the foreign 

exchange requirement for imported capital goods. Furthermore, the foreign equity 

proposals need not necessarily be accompanied by foreign technology agreements. 

Companies with 51% foreign equity will be encouraged to act as trading houses 

primarily engaged in exporting activities in order to generate greater passage of 

Indian goods to export markets. 

A specially empowered Board will be constituted to negotiate with large 

international firms called multinational corporations (MNCs) and encourage 

direct foreign investment in select areas. 

This would be a special programme to attract substantial investment that would 

provide access to high technology and world markets. 

Repatriation of dividends by companies with foreign equity will have to be met 

through export earnings over a period of time. 

 

(e) Foreign collaboration:  

On foreign technology agreements, the Government intends to combine the need 

for updating technology in high priority areas with incentives for domestic sales 

and export promotion. 



The stress is on foreign technology agreements in high priority areas with 

incentives for domestic sales and export promotion. 

Foreign technology agreements in high priority industries will be given automatic 

permission up to a lump-sum payment of Rs. 1 crore. In non-high priority areas, 

automatic permission would be given as per the same guidelines provided no free 

foreign exchange is required for the payments. 

So far as hiring foreign technicians or foreign testing of indigenously developed 

products, no permission would be required. Payments may be made from blanket 

permits or free foreign exchange as per RBI guidelines. 
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