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Abstract 

 Foreign direct investment plays an important role in the economic development of the country. It helps in transferring of 

financial resources, technology and innovative and improved management techniques along with raising productivity. An 

Indian company may receive Foreign Direct Investment either through automatic route or government route. The paper 

tries to study the need of FDI in India, to exhibit the sector-wise & country-wise analysis of FDI’s in India, to rank the 

sectors based upon highest FDI inflows. The results show that Mauritius is the country that has invested highly in India 

followed by Singapore, USA, Cyprus and Japan and so on. The inflow of FDI in the manufacturing sector is highest in 

between the other sectors. It also shows that there has been a tremendous increase in FDI inflow in India during the year 

2010 to 2015. 

 

Introduction 

Foreign investment plays a significant role in development of any economy as like India. It is one of the 

measures of growing economic globalization. The world has been globalizing and all the countries are 

liberalizing their policies for welcoming investment from countries which are abundant in capital resources. 

Many countries provide many incentives for attracting the foreign direct investment (FDI). Foreign Direct 

investment acts as a bridge to fulfill the gap between investment and saving. Need of FDI depends on saving 

and investment rate in any country. Investment has always been an issue for the developing economies such as 

India. The countries which are developed are focusing on new markets where there is availability of abundant 

labors, scope for products, and high profits are achieved. In the process of economic development foreign 

capital helps to cover the domestic saving constraint and provide access to the superior technology that 

promote efficiency and productivity of the existing production capacity and generate new production 

opportunity. Foreign technology induction can be encouraged through FDI and through foreign technology 

collaboration agreements. The sectors which have resources but do not have the required technology acquire 

foreign technology collaboration through RBI or Government approvals. Therefore Foreign Direct Investment 

(FDI) has become a battle ground in the emerging markets. The objective behind allowing FDI is to 

complement and supplement domestic investment, for achieving a higher level of economic development and 

providing opportunities for technological up gradation, as well as access to global managerial skills and 

practices. 

FDI have helped India to attain a financial stability and economic growth with the help of investments in 

different sectors. FDI has boosted the economic life of India. Services, telecommunication, construction 

activities, computer software & hardware and automobile are major sectors which attracted higher inflows of 

FDI in India. Countries like Mauritius, Japan, Cyprus, Singapore, US & UK were among the leading sources 

of FDI in India. Technical collaborations have put a positive effect on the domestic firms. It helped in 

establishing technology transfers. An Indian company may receive Foreign Direct Investment under the two 

routes as given under:   

1. Automatic Route: FDI in sectors /activities to the extent permitted under the automatic route does 

not require any prior approval either of the Government or the Reserve Bank of India. 

2. Government Route: FDI in activities not covered under the automatic route requires prior approval 

of the Government which are considered by the Foreign Investment Promotion Board (FIPB), Department of 

Economic Affairs, Ministry of Finance. 

          Hence FDI is considered as a developmental tool for growth and development of the country. Therefore, 

this study is undertaken to analyze the flow of FDI into the country from various countries and identifying the 

FDI inflow in various sectors. 
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Literature Review    

FDI is a tool for economic growth through its strengthening of domestic capital, productivity and 

employment. FDI also plays a vital role in the up gradation of technology, skills and managerial capabilities in 

various sectors of the economy. 

Anitha (2012) analyses FDI inflow into the country during the Post Liberalization period. Further, the trends 

of FDI inflow into the country are projected for a period of five years from 2010-11 to 2014-15 using 

Autoregressive Integrated Moving Average (ARIMA) forecasting technique. The paper tries to examine the 

various set of factors which influence the flow of FDI Identifying the causes for low inflow and suggestive 

remedial measures to increase the flow of FDI in India with that of other developing nations in the world. 

Sirari & Bohra (2011) attempts to analyze significance of the FDI Inflows in Indian service sector since 1991 

and relating the growth of service sector FDI in generation of employment in terms of skilled and unskilled. 

Malhotra (2014) aims to examine the impact of FDI on the Indian economy, particularly after two decades of 

economic reforms, and analyzes the challenges to position itself favourably in the global competition for FDI. 

The study provides the major policy implications from this analysis, besides drawing attention on the 

complexities in interpreting FDI data in India. Azhar & Marimuthu (2012) focuses on theoretical aspects of 

FDI in India during the last ten years, determinants and need of FDI in Indian scenario. This paper attempted 

to make an analysis of FDI in India and its impact on growth. It also focuses on the determinants and needs of 

FDI, year-wise analysis, sectoral analysis and sources of FDI and reasons. Aggarwal et.al. (2012) tries to 

study the need of FDI in India, to exhibit the sector-wise & year-wise analysis of FDI’s in India, to rank the 

sectors based upon highest FDI inflows. It can be observed that at the sectoral level of the Indian economy, 

FDI has helped to raise the output, productivity and employment in some sectors especially in service sector. 

Vyas (2015)  focused on the trends of FDI Flow in India during 2000-01 to 2014-15 (up to June, 2015). The 

study also highlights country wise approvals of FDI inflows to India and the FDI inflows in different sector 

for the period April 2000 to June 2015. The study concluded that FDI is always helps to create employment in 

the country and also support the small scale industries also and helps country to put an impression on the 

world wide level through liberalization and globalization. Dwivedi & Badge (2013) dealt with the effect of 

FDI inflows on the Indian economy over the period of 2000 to 2012. A statistical model was developed on 

economic data to investigate the relationship between FDI inflow and Gross Domestic Product (GDP) 

especially in service sector. This analysis has revealed that Foreign Direct Investment has positive and 

significant impact on GDP. The  study showed a positive and significant impact of foreign capital inflows on 

Indian economy. Yadav(2014) highlights the role of FDI in various sectors like financial services, 

Telecommunication services, Information Technology services, Construction development etc. in the Indian 

economy and contribution of each sector year wise. We have dealt with the effect of FDI inflows on the 

Indian economy over the period of 2000 to 2014 on the basis of secondary data. A statistical model was 

developed to investigate the relationship between FDI inflow and Gross Domestic Product in service sector. 

This analysis has revealed that Foreign Direct Investment has positive and significant impact on GDP. 

Saleena (2013) examines empirically the role of FDI on services export using econometric tools. The 

importance of FDI in export promotion in the services sector in India should be pursued as a long-term policy 

objective. FDI has positively influenced the growth of services export in the Indian economy, after the 

liberalization period.  

 

Objectives 

 To examine the country wise inflow of Foreign Direct Investment in India. 

 To study the sector wise inflow of Foreign Direct Investment in Indian economy.  

 

Methodology of the study   

The present study is descriptive in nature. The study is based on secondary sources of data. The sample covers 

the 16 sectors and the period from 2010-2015. The main source of data are various Economic Surveys of India 
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and Ministry of Commerce and Industry data, RBI bulletin, online data base of Indian Economy, journals, 

articles. 

Table 1: Country wise FDI Inflow in India 

(Amount in US $ Million) 
Country 2010-11 2011-12 2012-13 2013-14 2014-15 Mean S.D 

Mauritius 5616 8142 8059 3695 5878 6278.00 1865.27 

Singapore 1540 3306 1605 4415 5137 3200.60 1623.19 

U.S.A. 1071 994 478 617 1981 1028.20 587.92 

Cyprus 571 1568 415 546 737 767.40 461.96 

Japan 1256 2089 1340 1795 2019 1699.80 383.68 

Netherlands 1417 1289 1700 1157 2154 1543.40 396.02 

United Kingdom 538 2760 1022 111 1891 1264.40 1066.09 

Germany 163 368 467 650 942 518.00 295.09 

UAE 188 346 173 239 327 254.60 78.95 

France 486 589 547 229 347 439.60 149.11 

Switzerland 133 211 268 356 292 252.00 84.43 

Hongkong 209 262 66 85 325 189.40 111.99 

Spain 183 251 348 181 401 272.80 98.81 

China 2 73 148 121 505 169.80 195.41 

Malaysia 40 18 238 113 219 125.60 100.52 

South Korea 136 226 224 189 138 182.60 44.15 

Luxembourg 248 89 34 539 204 222.80 196.54 

Others 1142 892 1154 1015 1250 1090.60 138.948 

Source: RBI Annual report. 

Table 1 shows the country wise FDI inflow during the period of 2010 to 2015. It shows the amount of FDI in 

million US $. It shows that during the period of  2011-12, the inflow of FDI is highest which is 8142 million $  

from Mauritius and the lowest inflow of FDI which is 3695 million $ in 2013-14 from Mauritius.  The highest 

average FDI inflow 6278 million $ from Mauritius and the lowest average FDI inflow 125.60 US million $ 

from the country Malaysia among the other countries.  

Table 2: Sector wise FDI Inflow in India 

(Amount in US $ Million) 
Sector  2010-11 2011-12 2012-13 2013-14 2014-15 Mean  SD 

Manufacturing  4793 9337 6528 6381 9613 7330.40 2074.86 

Construction  1599 2634 1319 1276 1640 1693.60 550.20 

Financial Services  1353 2603 2760 1026 3075 2163.40 912.49 

Real Estate Activities 444 340 197 201 202 276.80 111.42 

Electricity and other Energy 

Generation, Distribution & 

Transmission 

1338 1395 1653 1284 1284 1390.80 153.59 

Communication Services 1228 1458 92 1256 1075 1021.80 537.35 

Business Services 569 1590 643 521 680 800.60 445.63 

Miscellaneous Services 509 801 552 941 586 677.80 185.20 

Computer Services 843 736 247 934 2154 982.80 706.38 

Restaurants and Hotels  218 870 3129 361 686 1052.80 1188.91 

Retail & Wholesale Trade 391 567 551 1139 2551 1039.80 891.20 

Mining 592 204 69 24 129 203.60 227.37 

Transportation 344 410 213 311 482 352.00 101.64 

Trading        156 6 140 0 228 106.00 99.71 

Education, Research & 

Development  

56 103 150 107 131 109.40 35.40 

Others 506 419 43 293 232 298.60 178.40 

Source: RBI Annual report 
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Table 2 shows the sector wise FDI inflow during the period of 2010 to 2015. It shows the amount of FDI in 

US $ in million. Manufacturing sector, FDI inflow is highest 9337  million $ in 2011-12 and the lowest inflow 

of FDI 4793 million $  in 2010-11.  FDI inflow in trading sector amount 12 million $ in 2011-12 is lowerst 

and highest FDI inflow is 228 million $ in 2014-15 . Average of the FDI inflow of the trading sector is 106 

million $ which is lowest in all sector during the period of study. 

 

CONCLUSION 

The current study showed a positive and significant impact of foreign capital inflows on Indian economy. It 

can be observed from the above analysis that at the sectoral  and country level , FDI has helped to raise the 

output, productivity and employment in some sectors especially in service sector. FDI help in providing the 

strength to the Indian economic condition and develop the foreign exchange system in country. So, we can 

conclude that  there has been a tremendous increase in FDI inflow in India during the year 2010 to 2015 and 

FDI helps country to put an impression on the world wide level through liberalization and globalization. 

Hence FDI is considered as a developmental tool for growth and development of the country. 
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