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Abstract
“Make In India” is an ambitious marketing strategy launched by Government of India, on 25th September 2014. This
initiative, conceptualised by Mr Narendra Modi, encourages national as well as multi-national companies to
manufacture their products in India, thus making India a manufacturing hub. For doing so, India will have to invest in
infrastructure through investments in highways, ports and power plants. After Modi government launched this initiative,
the main motive has been to increase the foreign investment in India. This study focuses on that motive and performs a
reality check. In August 2014, the Cabinet of India allowed 49% foreign direct investment (FDI) in the defence sector
and 100% in railways infrastructure. After “Make In India” campaign FDI equity flow through automatic route and
approval route is 90.24% and 9.76% respectively. The rising FDI inflow will provide stability and security in financing
the current projects upheld by the government and is expected to boost up Indian economy even further.
Keywords:Make In India, Foreign Direct Investment, Indian Economy

Introduction
The first seeds of “Make in India”, a popular concept launched by prime minister in September 2014, seems to
have been planted way back in 1991. The then Finance Minister, Dr Manmohan Singh,under Prime Minister
Narasimha Rao, developed Liberalising, Privatising and Globalising (LPG). The economic conditions at that
time were so bad in India, that there was no alternative of implementing modern open economy of liberalising,
privatising and globalising. Dr A.P.J Abdul Kalam, ex-president of India, evolved the concept of Provision of
Urban Amenities in Rural Areas (PURA). This model involves connecting physical infrastructure, electronic
communication, knowledge base economy and economic connectivity to enhance prosperity in clusters of
villages.The above mentioned development modules created the boost in manufacturing sector but still the
percentage share of manufacturing remained at around 15% and the share of agriculture started decreasing and
share of services increased over last 65 years[3] [6].

India, being such a rich country in natural resources, skilled and unskilled labour, and a relatively stable
economy, was still ranked so low on “ease of doing business index”. India’s transformation into a
manufacturing destination for most investors in contemporary to Asia’s stature as an outsourcing hub of the
world is a welcoming one. The new government is initiating new ways for free flow of capital in the country
to help the investors in further helping them to manufacture their products with ease.

A foreign direct investment is a controlling ownership of business in one country by an entity based in another
country. Horizontal FDI arises when a firm duplicates its home country-based activities at the same value
chain stage in a host country through FDI. Vertical FDI takes place when a firm through FDI moves upstream
or downstream in different value chains i.e., when firms perform value adding activities stage by stage in a
vertical fashion in a host country.

Review of Literature
Dunning (2004) in his study “Institutional Reform, FDI and European Transition Economics” studied the
significance of institutional infrastructure and development as a determinant of FDI inflows into the European
Transition Economies. The study examines the critical role of the institutional environment (comprising both
institutions and the strategies and policies of organizations relating to these institutions) in reducing the
transaction costs of both domestic and international business activity [2].

Rao.M et.al (2015) in their conceptual paper gave the sector-wise distribution of FDI inflow to know about
which has connected with the chief share. He found that the inflow of FDI in service sectors and construction
and development sector gained much interest of investors whereas in other sectors it has been quite poor.

Can “Make in India” make jobs? the challenges of manufacturing growth and high–quality job creation in
India, by Russell A. Green Will Clayton fellow, International economics James A. Baker IIIInstitute for
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Public Policy Rice University stated that there is major job issues and problems in India, therefore researcher
finds that the modern service sector and the formal manufacturing sector are the true growth sectors for India.
Both have exhibited moderate job creation on a low base. Formal-sector manufacturing, however, has the
most potential for transformation under a more supportive policy regime. The researcher suggest that India
needs to achieve two objectives: creating new jobs and shifting more workers into high-productivity sectors.
Meeting both can provide large economic headwinds to the Indian economy for several decades.

Klaus (2003) in his paper “Foreign Direct investment in Emerging Economies” focuses on the impact of FDI
on host economies and on policy and managerial implications arising from this (potential) impact. The study
finds out that as emerging economies integrate into the global economies international trade and investment
will continue to accelerate. MNEs will continue to act as pivotal interface between domestic and international
markets and their relative importance may even increase further.

Research Methodology
The study is descriptive in nature. Secondary data has been used for the analysis, which has been collected
from bulletins of Reserve Bank of India,Publications from Ministry Of Commerce, Govt. Of India, Database
on Indian Economy and Database of Department of Industrial Policy and Promotion that are available on
internet.

The Vision of “Make In India”
Cumulative Foreign Direct Investment (FDI) in India’s manufacturing sector reached US$ 70.51 billion by
June 2017 from US$ 35 billion in 2014. India may surpass China in attracting FDI flow in India after the
implantation of reforms in the country. India will be world’s 3rd largest pharmaceutical market by 2020. Also,
it holds 20% of global generic medicine industry. The IT (Information and Technology)& BPM (Business
Process Index) industry will be worth $225 billion by 2020[1]. It also contributes 8.1% of the country’s GDP.
India is the 3rd largest market in the Asia=Pacific region of biotechnology, which can turn into a $100 billion
industry by 2025. The construction activity in India accounts for 10% of its GDP. With a pool of brilliant
scientists, India stands 3rd in terms of electronic systems and the consumer electronics market can be worth
$29 billion by 2020. India is the 4th largest market for automobiles by volume having a CAGR of 8-9%[8].

Table-1: FDI Inflow for the period 2000-01 to 2016-17
Year FDI in India (US$ Billion) % of Change

2000-01 4.03 –
2001-02 6.13 51.9

2002-03 5.04 (17.8)

2003-04 4.32 (14.2)

2004-05 5.99 38.5

2005-06 8.90 48.7

2006-07 22.74 155.5

2007-08 34.73 52.7

2008-09 41.74 20.2

2009-10 33.11 (20.7)

2010-11 29.03 (12.3)

2011-12 32.95 13.5

2012-13 26.95 (18.2)

2013-14 30.76 14.1

2014-15 35.28 14.7

2015-16 44.91 27.3

2016-17 43.77 (2.7)

The values in (..) signifies negative values.



622 Sarthak Agarwal

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386

Volume 4, Issue 12
December 2017

Table 1 shows that FDI is on positive trend since 2006-07 session. This trend also confirms the fact that
although “Make In India” is the brain-child of Narendra Modi, the UPA government was the one that
implemented it. Since then it has been constantly increasing and in last couple of years, in the NDA
government, it reached at the top[5].

Table-2: Major FDI Policy Changes Made During April 2011 – April 2016

FDI Policy Dated No. of Major
Changes Towards Stringent Towards Flexibility

April 2011 (Base) 0 0 0

October 2011 05 01 04

April 2012 06 01 05

April 2013 15 00 15

April 2014 13 01 12

April 2015 08 00 08

April 2016 33 00 33

Total (2011-2016) 80 03 77
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Table 2, data by Department of Industrial Policy and Promotion (DIPP), shows the number of changes made
per year in the FDI Policy, taking Aug-11 as the base year. It very specifically shows the commitment of NDA
government over the flexibility of laws under FDI Policy in India. The total number of changes made by NDA
government is 54 which are much more compared to 26 of UPA government. Also another point to be noted
here is that no law has been to strict the rules under “Make In India” campaign by the NDA government. This
clearly shows the intent of the NDA government towards Foreign Investment[5].

Investments:
 JSW Energy has signed a memorandum of understanding (MoU) with the Government of Gujarat, for

setting up an electric vehicle (EV) manufacturing unit in Gujarat at an estimated cost of Rs 4,000 crore
(US$ 608.88 million).

 With an aim to increase its presence in India, Denmark-based heating ventilation and air-conditioning
(HVAC) giant, Danfoss, is planning to take its manufacturing localisation to 50 per cent as well as double
its supplier base in India by 2020.

 Cochin Shipyard Ltd, which recently completed its initial public offer (IPO), will utilize the funds from
the issue to implement expansion projects worth Rs 2,800 crore (US$ 437.3 million), which are already in
its pipeline.

 Indian biscuits giant, Britannia Industries Ltd (BIL), is setting up its largest plant ever, in Ranjangaon,
Maharashtra, with an investment of Rs 1,000 crore (US$ 156.89 million). The plant will have an annual
capacity of 120,000 tonne and will be completed by FY19.

 IKEA, a Swedish furniture company, aims to manufacture more than 30 per cent of its products in India in
the coming years, stated Mr Patrik Antoni, Deputy Country Manager, IKEA.

 Volvo India Pvt Ltd, Swedish luxury car manufacturer, will start assembly operations near Bengaluru in
India by the end of 2017. The company is targeting to double its share in India's luxury car segment to 10
per cent by 2020.
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 Larsen & Toubro (L&T) has bagged a contract worth US$ 669.34 million from the Ministry of Defence,
Government of India, to supply 100 artillery of 155mm/52 caliber tracked self-propelled guns for the
Indian Army, under the Make in India initiative.

 Berger Paints has entered into a partnership with Chugoku Marine Paints (CMP), thereby marking its
entry into the marine paints segment, which has an estimated market size of Rs 250 crore (US$ 38.82
million) and is expected to grow at 25 per cent annually for the next five years.

 SAIC Motor Corp, China's largest automaker, has signed a deal to buy General Motors (GM) India's Halol
plant in Gujarat.

 Dabur India Ltd set up its largest manufacturing plant globally, spread over 30 acres, at a cost of Rs 250
crore (US$ 38.82 million), in Tezpur, Assam, which will produce Dabur's complete range of ayurvedic
medicines, health supplements, and personal care products among others.

 Apple Inc is looking to expand its Taiwanese contract manufacturer, Wistron’s, production facility in
Bengaluru, India, where it started manufacturing iPhone SE in May, 2017.

 China based LCD and touchscreen panel manufacturer, Holitech Technology, has announced plans to
investing up to US$ 1 billion in India by the end of 2017.

 Tristone Flowtech Group, the Germany-based flow technology systems specialist, has set up a new
facility in Pune, which will manufacture surge tank as well as engine cooling and aircharge hose for the
Indian market. The company plans to start the production at the plant in the fourth quarter of 2017.

 Honda Motorcycle & Scooter India plans to invest around Rs 600 crore (US$ 90 million) to add a new
line to produce additional 600,000 units at its Narsapura facility in Karnataka.

 Hindustan Coca-Cola Beverages plans to set up a bottling plant with an investment of Rs 750 crore (US$
112.5 million) in phases at the first industrial area being developed by Government of Madhya Pradesh
under the public private partnership in Babai village of Hoshangabad, Bhopal.

 Tata Advanced Systems is collaborating with the world’s largest defence contractor Lockheed Martin to
manufacture the F-16 fighter jets in India [4].

Government Initiatives
 The Government of India has introduced several policy measures in the Union Budget 2017-18 to provide

impetus to the manufacturing sector. Some of which include reduction of income tax rate to 25 per cent
for MSME companies having turnover up to Rs 50 crore (US$ 7.5 million), MAT credit carry forward
extended to 15 years from 10 years and abolishment of Foreign Investment Promotion Board (FIPB) by
2017-18.

 The Government of India has launched a phased manufacturing programme (PMP) aimed at adding more
smartphone components under the Make in India initiative thereby giving a push to the domestic
manufacturing of mobile handsets.

 The Government of India is in talks with stakeholders to further ease foreign direct investment (FDI) in
defence under the automatic route to 51 per cent from the current 49 per cent, in order to give a boost to
the Make in India initiative and to generate employment.

 The Ministry of Heavy Industries and Public Enterprises, Government of India, has approved the setting
up of four Centres of Excellence (CoE) in areas of textile machinery, machine tools, welding technology
and smart pumps, which will help raise the technology depth of the Indian Capital Goods Industry.

 The Ministry of Defence, Government of India, approved the “Strategic Partnership” model which will
enable private companies to tie up with foreign players for manufacturing submarines, fighter jets,
helicopters and armoured vehicles.

 The Union Cabinet has approved the Modified Special Incentive Package Scheme (M-SIPS) in which,
proposals will be accepted till December 2018 or up to an incentive commitment limit of Rs 10,000 crore
(US$ 1.5 billion)[4].
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Future of “Make In India”
How far India needs to go to achieve the tag ‘Manufacturing Hub’?With the ‘Make in India’ campaign the
government wants an image makeover for India, making it an ideal destination for manufacturing which
would be a big thrust to Indian economy, increase employment and also add to the GDP. However, it is
important to understand that, only the launch of campaign will not guarantee its success. The supportive
policy creations and law formations, and constitutional decisions also play a crucial role in making the
campaign successful. The manufacturing sector in India is yet to see big gains from ‘Make in India’ campaign.
But government is moving slowly but steadily in the right direction to make India a manufacturing hub[9][11].

Conclusion
The above analysis provides two dimensions to the argument. One side is optimistic nature which expecting
more investment by free flow of capital. On the other side, it has criticized as the economy; it is adopting what
look like neo-Nehruvian ideas. A plausible solution as stated is that Modi should focus on making business as
simple and honest as possible. Curbing inflation and fiscal deficits, ensuring a realistic exchange rate, and
letting the market decide which sectors should flourish would allow investors to rush in to make in India. As
every debatable topic has two equally vocal sides, so does this. But the facts state that if there is a slight relief
in Labour Laws in India, the increase in FDI would cross substantial barriers[12].FDI plays an important role in
the long-term development of a country not only as a source of capital but also for enhancing competitiveness
of the domestic economy through transfer of technology, strengthening infrastructure, raising productivity and
generating new employment opportunities.

References
1. Sangwan Seema (2015), “Making Make in India a realism: role of FDI”, International Journal of Applied Research,

Vol.1(7), pp. 770-773.
2. Dunning John H. “Institutional Reform, FDI and European Transition Economies”, International Business and

Governments in the 21 Cambridge University Press, 2004, 1-34.
3. https://en.wikipedia.org/wiki/Make_in_India
4. https://www.karvy.com/make-in-india-a-myth-or-reality
5. http://thecompanion.in/critical-appraisal-fdi-policies-government-india/
6. http://www.makeinindia.com/home
7. Khor Chia Boon. “Foreign Direct Investment and Economic Growth”, 2001.

www.oocities.com/hjmohd99/theses.html
8. Kumar, N. (1994), “Multinational Enterprises and Industrial Organization The Case of India” (New Delhi: Sage

Publication)
9. Srinivasan, T. N. (1998), “India's Export Performance: A Comparative Analysis” in I. J. Ahluwalia and I. M. D.

Little (eds.) “India's Economic Reforms and Development Essay for Manmohan Singh” (Delhi: Oxford University
Press).

10. timesofindia.indiatimes.com, Modi switching to capitalist economy: DMK - The Times of India
11. World Bank (1996), “India: Five Years of Stabilization and Reform and the Challenges Ahead”, Washington D. C.
12. Vikram Venkateswaran (2015), Home / Business / Make in India, A Possible Reality or Just An Illusion?

http://trak.in/tags/business/2015/01/1 4/make-in-india-reality-illusion/


