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Easing of FDI norms in the space sector

The union cabinet chaired by the prime minister of India, on February 21, 2024, approved the amendment in the
Foreign Direct Investment (“FDI”) policy (“FDI Policy”) on space sector (“Amended Policy”). Under the existing FDI
Policy, FDI is permitted in the establishment and operation of satellites only through government approval. The
Amended Policy seek to liberalize the FDI Policy provisions in space sector by prescribing liberalized entry route and
providing clarity for FDI in the space sector viz a viz satellites, launch vehicles and associated systems or subsystems.
The liberalized entry routes under the Amended Policy are aimed to attract potential investors to invest in Indian
companies in space and to encourage collaboration between public and private entities. The specific amendments to
the FDI Policy and the Foreign Exchange Management (Non-Debt Instrument) Rules, 2019 are awaited.

Early last year, the government of India introduced the Indian Space Policy, 2023 (“Space Policy”), which was
formulated as an overarching, composite, and dynamic framework to implement the reform vision in the space sector.
The Space Policy looks to (a) augment space capabilities; (b) enable, encourage, and develop a flourishing commercial
presence in space; (c) use space as a driver of technology development and derived benefits in allied areas; (d) pursue
international relations; and (e) create an ecosystem for effective implementation of space applications among all
stakeholders. By now prescribing liberalized FDI thresholds for a variety of sub-sectors/activities, the union cabinet
has eased the FDI policy on the space sector in tandem with the vision outlined in the Space Policy. For a detailed
analysis on the Space Policy, please refer to the J[SA Prism of April 21, 2023.

The entry routes for various sub-sectors/activities under the Amended Policy are as follows:

1. Upto 74% under automatic route: satellite manufacturing and operation, satellite data products and ground
segment and user segment. Beyond 74% these activities are under government route.

2. Upto 49% under automatic route: launch vehicles and associated systems. Beyond 49% these activities are
under government route.

3. Upto 100% under automatic route: for activities involving the manufacture of components and systems/sub-
systems for satellites, ground segment, and user segment.

The Amended Policy and the Space Policy aim to create a flourishing commercial presence in space. The amendments
are likely to result in increased foreign investment in the space sector in India. Such increased foreign investment have
the potential of increased technology transfers thereby giving impetus to larger private participation and India’s Make-
in-India policies, that would in turn help in employment generation, and integrate Indian companies into the global
space industry.
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https://pib.gov.in/PressReleasePage.aspx?PRID=2007876#:%7E:text=The%20Indian%20Space%20Policy%202023,sector%20through%20enhanced%20private%20participation.
https://www.jsalaw.com/newsletters-and-updates/jsa-prism-telecommunications-india-space-policy-2023/
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JSA’s corporate practice is centered around transactional and legal advisory services including day-to-day
business, regulatory issues, corporate and governance affairs. We have an expert team of attorneys who advise
on legal issues concerning inbound and outbound investments, strategic alliances, collaborations and corporate
restructurings. We advise clients through all stages of complex and marquee assignments including
restructuring, mergers and acquisitions (including those in the public space) to private equity and joint
ventures. Our vast clientele includes multinational corporations and large Indian businesses in private, public
and joint sector. We work closely with in-house counsel teams, investment banks, consulting and accounting
firms along with multilateral agencies and policy making institutions on development of policy and legal
frameworks. We provide assistance and counsel to start-ups and venture backed companies by drawing upon
our in-depth understanding of how companies are incorporated, financed and grown. With an in-depth
understanding of the industry combined with years of expertise, our attorneys provide innovative and
constructive solutions to clients in complex transactional engagements. We emphasize teamwork across our
wide network of offices across India. This allows us to benefit from the various specialisations available for the
ultimate benefit of our clients. We also provide assistance in dealing with diverse corporate governance and
compliance issues including FCPA /Anti-Bribery/Anti-Corruption matters and investigations.
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https://www.linkedin.com/in/tony-verghese-b199662/
https://www.linkedin.com/in/arjun-krishnamoorthy-24b56b3a/
https://www.linkedin.com/in/shruthi-shekar-52963a241/
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has
been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. JSA

and the authors of this prism disclaim all and any liability to any person who takes any decision based on
this publication.
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