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ABSTRACT: Foreign direct investment (FDI) in India is the major monetary source for economic development in India.
Foreign companies invest directly in fast growing private Indian businesses to take benefits of cheaper wages and changing
business environment of India. Economic liberalisation started in India in wake of the 1991 economic crisis and since then
FDI has steadily increased in India. It was Manmohan Singh and P. V. Narasimha Rao who brought FDI in India, which
subsequently generated more than one crore jobs. According to the Financial Times, in 2015 India overtook China and
the US as the top destination for the Foreign Direct Investment. In first half of the 2015, India attracted investment of $31
billion compared to $28 billion and $27 billion of China and the US respectively. The 1990’s were also the stage for the
information revolution with fast development of computer and telecommunication technologies. Later, by the middle of the
decade, the popularization of the Internet created a user-friendly and affordable tool for information broadcast and
communications. The dining table was set for corporations of all sizes that were hungry for new market opportunities..
Foreign direct investment (FDI) is an investment made by a company or individual in one country in business interests in
another country, in the form of either establishing business operations or acquiring business assets in the other country,
such as ownership or controlling interest in a foreign company.
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OBJECT OF THIS STUDY:
The object of this study is to find out the impact of foreign direct investment through entry of
multinational companies in Indian Market. The purpose of this research project was to explore
management practices that successful foreign direct investment doing in India to manage economical
growth and diversity. "Success" in this study is measured in terms of revenue growth through foreign
direct investment ability and the extent to which the multinational meets corporate expectations. The
object of this study is to find out the impact of the entry of multinational companies in Indian Market.
This topic is of great importance, as the entry of Multinationals in India will have great effects on the
Indian producers as they have to make efforts to exist in this competitive environment.

INTRODUCTION:
Foreign Direct Investment was selected as the research topic because the country’s national
economical growth and diversity adds a new perspective to the study of cross-cultural management.
Moreover, India has been assuming a new role within the Asian and the global economy since the
liberalization plan in 1991. Technologies and markets that were once privilege of large, capitalized,
corporations with good market connections became suddenly available for small and medium-sized
corporations in a world of reduced commercial barriers and affordable technologies. In addition, with
the deregulation of financial markets worldwide, small and medium sized companies gained access to
new sources of capital for expansion. These political and macro-economic changes in the international
business arena steered the business mindset into a new direction, multiplying the development of
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global alliances and intensity bring the globalization of business interests. Globalization requires
market savvy. Corporations realize that it is necessary to develop localized knowledge to compete
efficiently in the global marketplace or to serve specialized market niches. Products must be culturally
responsive to guarantee company survival and to gain competitive edge. Global corporations must
develop cultural sensitiveness to take full advantage of the benefits of globalization and the
competitive advantage of nations. The international community has become increasingly interested in
developing awareness in this complex Indian culture. India is currently one of the main receptors of
foreign direct investment in Asia. Suggestion to Indian producer, which reveals, where the Indian
producers lacks in customer satisfactions and the biggest opportunity and challenge in global
competitive market through joint ventures and F.D.I. (Foreign direct investment). Indian companies
must think before going to globalize. Most of the Indian consumer belongs to the lower and lower
middle class for mass consumption. They are many big enterprises in India who are successfully
marketing their products to the Indian masses. They will in due course of time face the challenges that
will be posed by the multinationals. The upper and middle classes are also consumers of costly goods,
which are essential for their comfort and luxury. The multinational will be targeting the consumer of
the all classes. September 2016, India received the maximum FDI equity inflows from Mauritius (US$
5.85 billion), followed by Singapore (US$ 4.68 billion), Japan (US$ 2.79 billion), (US$ 1.62 billion),
and USA (US$ 1.44 billion). The Government of India has amended FDI policy to increase FDI inflow.
In 2014, the government increased foreign investment upper limit from 26% to 49% in insurance
sector. It also launched Make in India initiative in September 2014 under which FDI policy for 25
sectors was liberalised further. As of April 2015, FDI inflow in India increased by 48% since the
launch of "Make in India" initiative. India was ranking 15th in the world in 2013 in terms of FDI
inflow, it rose up to 9th position in 2014 while in 2015 India became top destination for foreign direct
investment.

REVIEW OF LITERATURE:
Singh Kr. Arun and Agarwal P.K., (2012) “Foreign direct investment: The big bang in Indian retail”.
In this article they have studied the relation of foreign investment and Indian retail business. The study
is based on different literatures, case studies and analysis of organised retail market. The author
discusses the policy development for FDI in the two retail categories: single brand and multi brand.
The author concludes that FDI in multi brand retail should be considered, better technology and
employment. The paper also concludes that openness of FDI in India would help India to integrate into
worldwide market.
Dr. Mamata Jain and Mrs. Meenal Lodhana Sukhlecha, (2012), “FDI in multi brand retail: Is it the
need of the hour?” The paper studies the need of the retail community to invite FDI in retailing. The
study is under taken through analysis of positive and negative impacts of reforms. The study shows
various advantages of FDI, which suggests for foreign participation in retailing, but the author also
suggests that the ceiling should not exceed 51% even for single brands to ensure check and control on
business operations.
Rajalakshmi K. and Ramachandran F., (2011), “Impact of FDI in India’s automobile sector with
reference to passenger car segment.” The author has studied the foreign investment flows through the
automobile sector with special reference to passenger cars. The research methodology used for analysis
includes the use of ARIMA, coefficient, linear and compound model. The period of study is from
1991to 2011. This paper is an empirical study of FDI flows after post liberalisation period. The author
has also examined the trend ad composition of FDI flow and the effect of FDI on economic growth.
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The author has also identified the problems faced by India in FDI growth of automobile sector through
suggestions of policy implications.
Dr. S N Babar and Dr. B V Khandare, (2012), “Structure of FDI in India during globalisation period”.
The study is mainly focused on changing structure and direction of India’s FDI during globalisation
period. The study is done through analysis of benefits of FDI for economic growth. The study has been
done through sect oral analysis of FDI participation, as well as through study of country wise flow of
foreign inflow in India till 2010.
Singh (2009) stated in their study that foreign direct investment (FDI) policies play a major role in the
economic growth of developing countries around the world. Attracting FDI inflows with conductive
policies has therefore become a key battleground in the emerging markets. The paper highlighted the
trend of FDI in India after the sector-wise economic reforms.
Devajit (2012) conducted the study to find out the impact of foreign direct investments on Indian
economy and concluded that Foreign Direct Investment (FDI) as a strategic component of investment
is needed by India for its sustained economic growth and development through creation of jobs,
expansion of existing manufacturing industries, short and long term project in the field of healthcare,
education, research and development.
Sharma Reetu and Khurana Nikita (2013) in their study on the sector-wise distribution of FDI inflow
to know about which has concerned with the chief share, used a data from 1991-92 to 2011-2012 (post-
liberalization period).

FDI INFLOW ROUTES: 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, and Ministry of Finance.

SECTORS:
On 25 September 2014, Government of India launched Make in India initiative in which policy
statement on 25 sectors were released with relaxed norms on each sector During 2014–15.India
received most of its FDI from Mauritius, Singapore, Netherlands, Japan and the US..Following are
some of major sectors for Foreign Direct Investment.

Infrastructure
10% of India's GDP is based on construction activity. Indian government has plans to invest $1 trillion
on infrastructure from 2012–2017. 40% of this $1 trillion is to be funded by private sector. 100% FDI
under automatic route is permitted in construction sector for cities and townships. on-primary source
needed.

Automotive
FDI in automotive sector was increased by 89% between April 2014 to February 2015.India is 7th
largest producer of vehicles in the world with 17.5 million vehicles p.a. 100% FDI is permitted in this
sector via automatic route. Automobiles shares 7% of the India's GDP.
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Pharmaceuticals
Indian pharmaceutical market is 3rd largest in terms of volume and 13th largest in terms of value.
Indian pharma industry is expected to grow at 20% compound annual growth rate from 2015 to
2020.100% FDI is permitted in this sector.
Service
FDI in service sector was increased by 46% in 2014–15. Service sector includes banking, insurance,
outsourcing, research & development, courier and technology testing.FDI limit in insurance sector was
raised from 26% to 49% in 2014.

Railways
100% FDI is allowed under automatic route in most of areas of railway, other than the operations, like
High speed train, railway electrification, passenger terminal, mass rapid transport systems etc.
Mumbai-Ahemdabad high speed corridor project is single largest railway project in India, other being
CSTM-Panvel suburban corridor. Foreign investment more than ₹90,000 crore (US$14 billion) is
expected in these projects.

Chemicals
Chemical industry of India earned revenue of $155–160 billion in 2013.[28] 100% FDI is allowed in
Chemical sector under automatic route. Except Hydrocynic acid, Phosgene, Isocynates and their
derivatives, production of all other chemicals is de-licensed in India. India's share in global specialty
chemical industry is expected to rise from 2.8% in 2013 to 6–7% in 2023.

Textile
Textile is one major contributor to India's export. Nearly 11% of India's total export is textile. This
sector has attracted about $1647 million from April 2000 to May 2015. 100% FDI is allowed under
automatic route. During year 2013–14, FDI in textile sector was increased by 91%.Indian textile
industry is expected reach up to $141 billion till 2021.

Airlines
Foreigner investment in a scheduled or regional air transport service or domestic scheduled passenger
airline is permitted to 100, with FDI up to 49% permitted under automatic route and beyond 49%
through government approval. For airport modernization, 100% FDI will be allowed for existing
airport under automatic route.

RESEARCH METHODOLOGY:
Type of research: - Quantitative & Analytical Research.
Data: - Data of Manufacturing, Services & Construction, Real estate, mining sectors etc. from year
April 2000 to June 2016 is considered for the study.
Data Collection Method: - Secondary data from different web sites & reports of RBI, CEDAR-
USIBC report on FDI, reports of Asian development bank.
Sources of data collection: - The study is based on published sources of data collected from various
sources. The data was extracted from the following sources:

 Handbook of Statistics on the Indian economy, RBI.
 Economic Survey, Government of India.
 Department of Industrial Policy and Promotion (DIPP).
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 Secretariat of Industrial Assistance (SIA).
 Central Statistical Organization (CSO).

This research is a descriptive study in nature. The secondary data was collected from various journals,
magazines, and websites particularly from the Department of Industrial Policy & Promotion, Ministry
of Commerce and Industry, India stat etc. Simple percentages have been used to defect the growth rate
of India. Graphs and tables have also been used where ever required to depict statistical data of FDI
during the study period. The time period of the study has been taken from the April 2000 to June 2016.

EQUITY FDI INFLOWS TO INDIA

SECTORS YEAR 2006-07 2007-08 2008-09 2009-10 2010-11
SECTORAL PERCENT PERCENT PERCENT PERCENT PERCENT
MANUFACTURES 17.60 19.20 21.00 22.90 32.10
SERVICES 56.90 41.20 45.10 32.80 30.10
CONSTRUCTION,
REAL ESTATE AND
MINING

15.50 22.40 18.60 26.60 17.60

OTHERS 9.90 17.20 15.20 17.70 20.10
TOTAL 100.00 100.00 100.00 100.00 100.00
EQUITY INFLOW $

BILLION
$BILLION $BILLION $ BILLION $ BILLION

MANUFACTURES 1.60 3.70 4.80 5.10 4.80
SERVICES 5.30 8.00 10.20 7.40 4.50
CONSTRUCTION,
REAL ESTATE AND
MINING

1.40 4.30 4.20 6.00 2.60

OTHERS 0.90 3.30 3.40 4.00 3.00
TOTAL EQUITY 9.30 19.40 22.70 22.50 14.90

SOURCE: RBI

SECTOR SPECIFIC LIMITS OF FOREIGN INVESTMENT IN INDIA

SECTOR FDI
CAP/EQUITY

ENTRY ROUTE OTHER
CONDITIONS

A. AGRICULTURE
1. FLORICULTURE,
HORTICULTURE,
DEVELOPMENT OF SEEDS,
ANIMAL HUSBANDRY,
PISCICULTURE,
AQUACULTURE, CULTIVATION
OF VEGETABLES &
MUSHROOMS AND SERVICES
RELATED TO AGRO AND
ALLIED SECTORS

100% AUTOMATIC

2. TEA SECTOR, INCLUDING
PLANTATION

100% FIPB

(FDI is not allowed in any other
agricultural sector /activity)
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B. INDUSTRY
1. MINING COVERING
EXPLORATION AND MINING OF
DIAMONDS & PRECIOUS
STONES; GOLD, SILVER AND
MINERALS.

100% AUTOMATIC

2. COAL AND LIGNITE MINING
FOR CAPTIVE CONSUMPTION
BY POWER PROJECTS, AND
IRON & STEEL, CEMENT
PRODUCTION.

100% AUTOMATIC

3. MINING AND MINERAL
SEPARATION OF TITANIUM
BEARING MINERALS

100% FIPB

C. MANUFACTURING
1. ALCOHOL- DISTILLATION &
BREWING

100% AUTOMATIC

2. COFFEE & RUBBER
PROCESSING & WAREHOUSING

100% AUTOMATIC

3. DEFENCE PRODUCTION 26% FIPB
4. HAZARDOUS CHEMICALS
AND ISOCYANATES 100% AUTOMATIC
5. INDUSTRIAL EXPLOSIVES -
MANUFACTURE

100% AUTOMATIC

6. DRUGS AND
PHARMACEUTICALS

100% AUTOMATIC

7. POWER INCLUDING
GENERATION (EXCEPT ATOMIC
ENERGY); TRANSMISSION,
DISTRIBUTION AND POWER
TRADING.

100% AUTOMATIC

(FDI IS NOT PERMITTED FOR
GENERATION, TRANSMISSION &
DISTRIBUTION OF ELECTRICITY
PRODUCED IN ATOMIC POWER
PLANT/ATOMIC ENERGY SINCE
PRIVATE INVESTMENT IN THIS
ACTIVITY IS PROHIBITED AND
RESERVED FOR PUBLIC SECTOR.)
D. SERVICES
1. CIVILAVIATION (GREENFIELD
PROJECTS AND EXISTING
PROJECTS)

100% AUTOMATIC

2. ASSET RECONSTRUCTION
COMPANIES

49% FIPB

3. BANKING (PRIVATE) SECTOR 3. BANKING
(PRIVATE)
SECTOR

AUTOMATIC

4. NBFCS : UNDERWRITING,
PORTFOLIO MANAGEMENT
SERVICES, INVESTMENT
ADVISORY SERVICES,
FINANCIAL CONSULTANCY,

100% AUTOMATIC S.T.MINIMUM
CAPITALISATION
NORMS



758 Dr. Amit Kumar Khare

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386
Volume 4, Issue 6

June 2017

STOCK BROKING, ASSET
MANAGEMENT, VENTURE
CAPITAL, CUSTODIAN,
FACTORING, LEASING AND
FINANCE, HOUSING FINANCE,
FOREX BROKING, ETC.
5. BROADCASTING
A. FM RADIO 20%
B. CABLE NETWORK; C. DIRECT
TO HOME; D. HARDWARE
FACILITIES SUCH AS UP-
LINKING, HUB.

49% (FDI+FII) FIPB

E. UP-LINKING A NEWS AND
CURRENT AFFAIRS TV
CHANNEL

100%

6. COMMODITY EXCHANGES 49% (FDI+FII)
(FDI 26 % FII
23%)

FIPB

7. INSURANCE 26% AUTOMATIC CLEARANCE
FROM IRDA

8. PETROLEUM AND GAS 49% (PSUS). FIPB FOR PSU

A. REFINING 100% (PVT.
COMPANIES)

AUTOMATIC
PRIVATE

9. PRINT MEDIA 26% FIPB
S.T.GUIDELINES

A. PUBLISHING OF NEWSPAPER
AND PERIODICALS DEALING
WITH NEWS AND CURRENT
AFFAIRS

MINISTRY OF
INFORMATION
AND
BROADCASTING

B. PUBLISHING OF SCIENTIFIC
MAGAZINES / SPECIALITY
JOURNALS/PERIODICALS

100% FIPB MINISTRY OF
INFORMATION
AND
BROADCASTING

10. TELECOMMUNICATIONS
A. BASIC AND CELLULAR,
UNIFIED ACCESS SERVICES,
NATIONAL / INTERNATIONAL
LONG-DISTANCE, V-SAT,
PUBLIC MOBILE RADIO
TRUNKED SERVICES (PMRTS),
GLOBAL MOBILE PERSONAL
COMMUNICATION SERVICES
(GMPCS) AND OTHERS.

74%
(INCLUDING
FDI, FII, NRI,
FCCBS,
ADRS/GDRS,
CONVERTIBLE
PREFERENCE
SHARES, ETC.

74%
(INCLUDING
FDI, FII, NRI,
FCCBS,
ADRS/GDRS,
CONVERTIBLE
PREFERENCE
SHARES, ETC.

SECTORS WHERE FDI IS BANNED
1. Retail Trading (except single brand product retailing)
2. Atomic Energy;
3. Lottery Business including Government / private lottery, online lotteries etc;
4. Gambling and Betting including casinos etc.
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5. Business of chit fund;
6. Nidhi Company;
7. Trading in Transferable Development Rights (TDRs);
8. Activities/sector not opened to private sector investment;
9. Agriculture (excluding Floriculture, Horticulture, Development of seeds, Animal Husbandry,
Piscicultureand cultivation of vegetables, mushrooms etc. under controlled conditions and services
related to agro and allied sectors) and Plantations (Other than Tea Plantations);
10. Real estate business, or construction of farm houses; Manufacturing of Cigars, cheroots, cigarillos
and cigarettes, of tobacco or of tobacco or of tobacco substitutes.

FDI A FINANCIAL RESOURCE FOR THE ECONOMIC DEVELOPMENT:
Apart from being a critical driver of economic growth, foreign direct investment (FDI) is a major
source of non-debt financial resource for the economic development of India. Foreign companies
invest in India to take advantage of relatively lower wages, special investment privileges such as tax
exemptions, etc. For a country where foreign investments are being made, it also means achieving
technical know-how and generating employment. The Indian government’s favourable policy regime
and robust business environment have ensured that foreign capital keeps flowing into the country. The
government has taken many initiatives in recent years such as relaxing FDI norms across sectors such
as defence, PSU oil refineries, telecom, power exchanges, and stock exchanges, among others. The
economic development in India followed socialist-inspired politicians for most of its independent
history, including state-ownership of many sectors; India's per capita income increased at only around
1% annualised rate in the three decades after its independence. Since the mid-1980s, India has slowly
opened up its markets through economic liberalisation. After more fundamental reforms since 1991
and their renewal in the 2000s, India has progressed towards a free market economy.
In the late 2000s, India's growth reached 7.5%, which will double the average income in a decade.
Analysts say that if India pushed more fundamental market reforms, it could sustain the rate and even
reach the government's 2011 target of 10%.States have large responsibilities over their economies. The
average annual growth rates (2007-12) for Uttarakhand (13.66%), Bihar (10.15%) or Jharkhand
(9.85%) were higher than for West Bengal (6.24%), Maharashtra (7.84%), Odisha (7.05%), Punjab
(6.85%) or Assam (5.88%).India is the seventh-largest economy in the world and the third largest by
purchasing power parity adjusted exchange rates (PPP). On per capita basis, it ranks 140th in the world
or 129th by PPP.

35%

14%
9%

7%

6%

6%

3% 3% 2% 1% Mauritius
Singapore
U.K.
Japan
Netherlands
U.S.A.
Cyripus
Germany
France
Switzerland
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Percentage of total inflow from different countries in India (in Terms of US $)
Source: RBI’s Bulletin July, 2015

The economic growth has been driven by the expansion of services that have been growing consistently
faster than other sectors. It is argued that the pattern of Indian development has been a specific one
and that the country may be able to skip the intermediate industrialisation-led phase in the
transformation of its economic structure. Serious concerns have been raised about the jobless nature
of the economic growth. Favourable macroeconomic performance has been a necessary but not
sufficient condition for the significant reduction of poverty amongst the Indian population. The rate of
poverty decline has not been higher in the post-reform period (since 1991)[citation needed]. The
improvements in some other non-economic dimensions of social development have been even less
favourable. The most pronounced example is an exceptionally high and persistent level of child
malnutrition (46% in 2005–6).The progress of economic reforms in India is followed closely. The
World Bank suggests that the most important priorities are public sector reform, infrastructure,
agricultural and rural development, removal of labour regulations, reforms in lagging states, and
HIV/AIDS.[5] For 2016, India ranked 130th in Ease of Doing Business Index, which is setback as
compared with China 84th,Russia 51st and Brazil 116th. According to Index of Economic Freedom
World Ranking an annual survey on economic freedom of the nations, India ranks 123rd as compared
with China and Russia which ranks 138th and 144th respectively in 2014.
At the turn of the century India's GDP was at around US$480 billion. As economic reforms picked up
pace, India's GDP grew five-fold to reach US$2.2 trillion in 2015 (as per IMF estimates).India's GDP
growth during January–March period of 2015 was at 7.5% compared to China's 7%, making it the
fastest growing economy.[6][7][8] During 2014–15, India's GDP growth recovered marginally to 7.3%
from 6.9% in the previous fiscal. During 2014–15, India's services sector grew by 10.1%,
manufacturing sector by 7.1% & agriculture by 0.2%. The Indian government has forecast a growth
of 8.1–8.5% during 2015–16.

ECONOMIC LIBERALISATION:
Economic liberalisation started in India in wake of the 1991 economic crisis and since then FDI has
steadily increased in India. It was Manmohan Singh and P. V. Narasimha Rao who brought FDI in
India, which subsequently generated more than one crore jobs. The country's economic policies, with
the goal of making the more economic market and service-oriented and expanding the role of private
and foreign investment. The economic liberalisation in India refers to the economic liberalisation,
initiated in 1991, of Specific changes include a reduction in import tariffs, deregulation of markets,
reduction of taxes, and greater foreign investment. Liberalisation has been credited by its proponents
for the high economic growth recorded by the country in the 1990s and 2000s. There exists a lively
debate in India as to what made the economic reforms sustainable. In the year 2015 India grew at
slower pace than China which has been liberalising its economy since 1978. In the year 2015 India
outpaced China in terms of GDP growth rate. The McKinsey Quarterly states that removing main
obstacles "would free India's economy to grow as fast as China's, at 10% a year". Significant debate,
however, around liberalisation as an inclusive economic growth strategy. Since 1992, income
inequality has deepened in India with consumption among the poorest staying stable while the
wealthiest generate consumption growth. As GDP growth rate became lowest in 2012–13 over a
decade, growing merely at 5.1%, more criticism of India's economic reforms were there, as it
apparently failed to address employment growth, nutritional values in terms of food intake in calories,
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and also exports growth – and thereby leading to a worsening level of current account deficit compared
to the prior to the reform period. But in FY 2013–14 the growth accelerated to 6.9% and in 2014–15
it becomes 7.3% which led the reforms put by the central government which led to the healthy economy
again and the current account deficit is well control. Growth reached 7.5% in the Jan-Mar quarter of
2015 before slowing to 7.0% in Apr–Jun quarter. Before the process of reform began in 1991,
government of India attempted to close the market economy to the outside world. The currency, rupee,
was inconvertible and high duty and licensing prevented foreign goods markets reaching India. India
was operated by a system of central planning for economic growth, where firms required licences for
investment and develop their product market.  The central policy was import substitution; there was
belief that India wants to rely on internal markets for development, not international trade-a belief
generated by socialism exploitation. Planning and the state, rather than markets, would determine how
much investment was needed in which sectors.

MARKET SIZE:
According to Department of Industrial Policy and Promotion (DIPP), the total FDI investments India
received during April - September 2016 rose 30 per cent year-on-year to US$ 21.6 billion, indicating
that government's effort to improve ease of doing business and relaxation in FDI norms is yielding
results.
Data for April - September 2016 indicates that the services sector attracted the highest FDI equity
inflow of US$ 5.29 billion, followed by telecommunications – US$ 2.79 billion, and trading – US$
1.48 billion. Most recently, the total FDI equity inflows for the month of September 2016 touched US$
5.15 billion.
During April - September 2016, India received the maximum FDI equity inflows from Mauritius (US$
5.85 billion), followed by Singapore (US$ 4.68 billion), Japan (US$ 2.79 billion), (US$ 1.62 billion),
and USA (US$ 1.44 billion).
Impact investments in India is expected to grow at a compound annual growth rate (CAGR) of 20-24
per cent to touch US$ 6-8 billion by 2025, from US$ 1 billion in 2015.1

INVESTMENTS/ DEVELOPMENTS:
Some of the recent significant FDI announcements are as follows:
BSH Home Appliances Group, one of the leading home appliances manufacturers worldwide, opened
its first technology centre in India at Adugodi, Bengaluru, which will enable the company to further
develop localised technologies for the Indian market.
Ford Motor Co. plans to invest Rs 1,300 crore (US$ 189.2 million) to build a global technology and
business centre in Chennai, which will be designed as a hub for product development, mobility
solutions and business services for India and other markets.
JW Marriott plans to have 175-200 hotels in India over the next four years.
China based LCD and touch-screen panel manufacturer, Holitech Technology, plans to invest up to
US$ 1 billion in India next year, as per the company’s CEO Mr Bingshuang Chen.
Mr Abdul Lahir Hassan, Chairman of UAE-based Gamma Group, outlined plans of investing around
Rs 3,000 crore (US$ 436.5 million) in the infrastructure, health and education sectors of Kerala, which
is expected to generate around 2,000 indirect and direct jobs in the state.
Mr Stephane Descarpentries, Director of operations FM Logistic Asia, outlined plans of investing
around EUR 50 million (US$ 52.9 million) in India in the next four years, to contribute to a better
efficiency of logistics market in the country.
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The first Incredible India Tourism Investment Summit 2016, which was organised from September
21-23, 2016, witnessed signing of 86 Memoranda of Understanding (MoUs) worth around Rs 15,000
crore (US$ 2.18 billion), for the development of tourism and hospitality projects.
Apple Inc has started its first development centre outside the US in Hyderabad, which will employ
over 4,000 people and focus on Apple Maps, the company’s digital maps and navigation service.
Panasonic Corporation plans to set up a new manufacturing plant for refrigerators in India with an
investment of Rs 250 crore (US$ 36.4 million), and also invest around Rs 20 crore (US$ 3 million) on
an assembly unit for lithium ion batteries at its existing facility in Jhajjar in the next 8-10 months.
Vistra Group Ltd, a Hong Kong-based professional services provider, has acquired IL&FS Trust
Company Ltd, India’s largest independent corporate trust services provider, which will enable Vistra
to expand the platform to provide a broader suite of corporate and fiduciary services and thereby gain
a foothold in the Indian corporate services market.
Silver Spring Capital Management, a Hong Kong-based equity hedge fund, plans to invest over 2,000
crore (US$ 291.0 million) in Hyderabad-based infrastructure developer Transstroy India Ltd, for
construction of highways in the country.
Global beverage company Pepsi plans to invest Rs 500 crore (US$ 72.8 million) to set up another unit
in Maharashtra to make mango, pomegranate and orange-based citrus juices, while biotechnology
giant Monsanto plans to set up a seed plant in Buldhana district of Maharashtra.

GOVERNMENT INITIATIVES:
The Government of India has approved 100 per cent FDI in other financial services carried out by non-
banking finance companies (NBFCs), which is expected to attract more foreign capital into the
country.
The National Highways Authority of India (NHAI) plans to offer a risk cover to foreign investors who
are willing to invest in government owned operational national highways, which would cover risk
associated with the possibility of structural design fault, sub-standard quality of construction, and loss
of traffic.
The Union Cabinet has approved a scheme allowing the grant of Permanent Residency Status (PRS)
to foreign investors based on a minimum investment of Rs 10 crore (US$ 1.5 million) within 18 months
or Rs 25 crore (US$ 3.6 million) within 36 months, which is expected to encourage foreign investment
and facilitate Make in India programme.
The Department of Industrial Policy and Promotion (DIPP) has allowed 100 per cent foreign direct
investment (FDI) in asset reconstruction companies (ARC) under automatic route, which will help to
tackle the issue of declining asset quality of banks.
The Government of India has amended the FDI policy regarding Construction Development Sector.
The amended policy includes easing of area restriction norms, reduction of minimum capitalisation
and easy exit from project. Further, in order to provide boost to low cost affordable housing, it has
indicated that conditions of area restriction and minimum capitalisation will not apply to cases
committing 30 per cent of the project cost towards affordable housing. The Government of Karnataka
has approved three investment proposals worth Rs 2,211 crore (US$ 321.7 million), which includes
that of PepsiCo and Biocon for setting up their new production facilities in the state, and one expansion
project proposal of Manyata Promoters Private Limited.
The government has also raised FDI cap in insurance from 26 per cent to 49 per cent through a
notification issued by the DIPP. The limit is composite in nature as it includes foreign investment in
the form of foreign portfolio investment, foreign institutional investment, qualified foreign investment,
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foreign venture capital investment, and non-resident investment. India’s cabinet cleared a proposal
which allows 100 per cent FDI in railway infrastructure, excluding operations. Though the initiative
does not allow foreign firms to operate trains, it allows them to invest in areas such as creating the
network and supplying trains for bullet trains etc.

ROAD AHEAD:
According to United Nations Conference on Trade and Development (UNCTAD) World Investment
Report 2016, India acquired 10th slot in the top 10 countries attracting highest FDI inflows globally in
2015. The report also mentioned that among the investment promotion agencies, India has moved up
by one rank to become the sixth most preferred investment destination.
India will require around US$ 1 trillion in the 12th Five-Year Plan (2012–17), to fund infrastructure
growth covering sectors such as highways, ports and airways. This would require support from FDI
flows. India’s growth rate, along with competitive location in terms of wages and policies like Stand
Up India, is expected to boost FDI in the coming future. The Government of India has
amended FDI policy to increase FDI inflow. In 2014, the government increased foreign investment
upper limit from 26% to 49% in insurance sector. It also launched Make in India initiative in
September 2014 under which FDI policy for 25 sectors was liberalised further. Foreign Direct
Investment in India increased by 395 USD Million in March of 2017. Foreign Direct Investment in
India averaged 1222.53 USD Million from 1995 until 2017, reaching an all time high of 5670 USD
Million in February of 2008 and a record low of -60 USD Million in February of 2014.

TRADE POLICY:

India’s trade policy has been undergoing rapid and drastic changes since 1991. Some of these changes
are the result of economic reforms initiated by the Government while some others are also influenced
by the requirements of the World Bank and the IMF from whom India has received structural
adjustment loans.

The most important element of the new policy is the increasing use of exchange rate. Rupee was
adjusted downwards by 18 per cent in July 1991 to make the rupee’s external value more realistic.
Simultaneously, the system of cash compensatory support which has so far been the most important
instrument of export promotion was abolished. These steps were supposed to improve export
incentives and make them uniform. Few months later, in March, 1992, Rupee was made partly
convertible, under a system known as Liberalised exchange Rate Management System (LERMS). In
March 1993, the rupee was made fully convertible on trade account.

The Government of India outlined the policy framework for a broad-based, rapid and sustained growth
of exports in the next four years.

1. Reduction in domestic excess demand: The balance of payments deficit represents the excess of
domestic demand for goods and services over domestic supply. In order to correct it domestic demand
will have to be restrained and supply increased. It will be necessary to restrain the degree of excess
spending by the Government to correct the balance of payments. At the same time, it will be necessary
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to ensure that any reduction in aggregate demand is brought about without hurting production and that
it is shared demand is brought about without hurting production and that it is shared equitably by
different sections of the population.

2. Enhanced Competitiveness: By mid-1991, domestic prices had become seriously misaligned with
international prices. This required two changes. A change in the exchange rate of the Rupee was made
by means of a downward adjustment of about 18 per cent in the external value of the Rupee in July
1991. The second step would require a phasing down of import restrictions and a reduction in these
high levels of protection which characterize Indian industries. Progress in this regard is at present
constrained by the grave balances of payments position as well as by the importance of import duties
as a source of government revenue; however, it will be necessary to bring down trade restrictions as
payments and fiscal conditions permit.

3. Deregulation: One of the obstacles to exports lies in the cumbersome administrative procedures
involved, arising from controls over imports (and on inputs required for exports) and exports, exchange
control and also customs procedures. Simplification of trade-related produces must continue; the aim
should be to make international trade as easy as domestic trade in respect of procedures.

4. Capability for self-improvement: World markets are more competitive than some hitherto
sheltered domestic markets. If agricultural and industrial products are to compete internationally, their
producers will have to improve their own competitive position continuously through technological and
managerial improvements and adapt themselves rapidly to changes in international market conditions.
This capacity for unceasing adaptation and innovation would need to be developed.

CONCLUSION:The Indian economic power has improved because of multinational Companies in
India the national income is twice the annual income of General Motors, the economic condition of all
developing countries are much lesser than of multinational Companies. Foreign collaborations much
more needed in certain fields like power Generation, Steel, Aluminium, Petroleum, Cement etc. The
activities of multinationals which increases our dependency on foreign companies which ultimately
use our resources should be restricted. India must make a strong and much bolder persistent policy
which ultimately boosts our FDI in India.FDI provides in Indian market economy with stability in
inflow of funds, access to international markets, export growth, transfer of technology and skills and
improves balance of payments. More FDI always guarantee high growth rates, more job opportunity
and cash inflow. Both FDI and India's growth are directly proportional. India needs a strong policy
maker team for investors and at the same time it must encourage its state and central government to
improve infrastructural setups. The steps taken by India to bring FDI will also help India to grow on
its own. FDI must be monitored and nurtured so that it will bring more skills and resources to India
that will be mutually beneficial.
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