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If the government heeds the ministry’s 

warning, Telenor and Sistema’s push towards full ownership in 

their local units could face roadblocks. 
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Home ministry calls for re-imposition of 74% FDI cap in 
telecom companies

KOLKATA: The home ministry has called for re-imposition of the 74% foreign ownership cap 

in telecom companies on "security grounds", a move that could pose challenges for 

Norway's Telenor Group and Russia's Sistema JSFC, which have both shown an interest in 

fully owning their local units after the previous government allowed 100% FDI last year. 

The ministry has sought a review of telecom FDI norms in the backdrop of last year's 

revelations by ex-US National Security Agency contractor Edward Snowden regarding 

surveillance programmes that snooped on email and personal data. FDI norms must be 

"viewed afresh due to revelations of the Prism (US) and Tempora (UK) programmes", 

according to a home ministry note to the Department of Industrial Policy & Promotion, seen 

by ET. 

The call for a return to 74% foreign ownership is on the grounds that "telecom is a very 

sensitive sector" and "higher ownership would exacerbate the problem" as security issues 

relating to "remote access and encryption remain, and are of increasing concern". If the 

government heeds the ministry's warning, Telenor and Sistema's push towards full 

ownership in their local units could face roadblocks. 

The Nordic mobile operator recently sought permission from the Foreign Investment Promotion Board to raise ownership in its Indian arm, 

Uninor, to 100% while Sistema had sought government approval to take its stake beyond the 74% it currently owns in Sistema Shyam. 

A return to the 74% FDI cap regime could also potentially complicate matters for UK's Vodafone, which took full control of its local 

subsidiary earlier this year by raising its stake from 64% to 100% after the government allowed full foreign ownership in telcos last year. 

To be sure, the government has emphasised that it has no intention of making changes to policies that would have retrospective effect as 

these were highly disruptive to business, although the finance minister also said such measures would remain a government prerogative. 
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