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Abstract

This paper attempted to make an analysis

of FDI in India. It also focuses on the major

findings, FDI in India and an impact of FDI in

Indian Retail Sector. One of the economic aspects

of globalization is the fact that increasing

investments in the form of foreign direct

investments. In now a days due to the global

recession most of the countries have not been able

to pull investments.

India has been able to attract better FDI’s

than the developed countries even during the crisis

period also. Especially in the recent years the FDI

in India has been following a positive growth rate.

Since 1991 the government has focused on

liberalization of policies to foreign direct

investments. FDI in India has enabled to achieve a

certain degree of financial stability; growth and

development to sustain and compete in the global

economy.

The objectives of the study are (i) to study

of FDI in India (ii) to know the impact of FDI in

Indian Retail Sector study. The contribution of

FDI to the Indian economy.

I. INTRODUCTION

It deals that FDI is a predominant and vital

factor in influencing the contemporary process of

global economic development. The study attempts

to analyze the impact dimensions of FDI in India.

First of all, it was during July1991 India opened its

doors to private sector and liberalized its economy.

Secondly, the experiences of South-East Asian

countries by liberalizing their economies in

1980sbecame star of economic growth and

development in early 1990s. Thirdly, India’s

experience with its first generation economic

reforms and the country’s economic growth

performance were considered safe havens for FDI

which led to second generation of economic

reforms in India in first decade of this century.

Fourthly, there is a considerable change in the

attitude of both the developing and developed

countries towards FDI. They both consider FDI as

the most suitable form of external finance. Fifthly,

increase in competition for FDI inflows particularly

among the developing nations.

The FDI in India was witnessed during the

end of 1990’s when the Indian national government

announced a number of reforms which aimed at

helping in the process of liberalization and

deregulation of the Indian economy. Since its

inception there has been a remarkable surge in the



Emperor International Journal of Finance and Management Research ISSN: 2395-5929

Mayas Publication IFS-1.14 | SJIF-2016-3.343 | SJIF-2017-4.253 | ISI-0.67 | SJIF-2018-5.483 | Page 53

FDI inflows in the country. The total amount of

FDI in India came to around US$ 42.3 billion in

2001, in 2002 this stood at US$ 54.1 billion, in

2003 came to US$ 75.4 billion, and in 2004

increased to US$ 113 billion. This indicates that the

flow of foreign direct investment in India has

grown at a very fast pace over the last few years

(http://business.mapsofindia.com).

According to the latest data released by

Department of Policy and Promotion (DIPP) the

FDI inflow during 2008-09 (from April2008 to

March 2009) stood at approx. US$ 27.3 billion. It

is interesting to note here that as per an UNCTAD

study India achieved a substantial 85.1 per cent

increase in FDI flows in calendar year 2008—the

highest increase across all countries—even as

global flows declined by 14.5 per cent (UNCTAD

2008). Moreover, FDI for all the permissible

items/activities can be brought in through the

Automatic Route under powers delegated to the

Reserve Bank of India (RBI), and for the remaining

items/activities through Government approval,

which is accorded on the recommendation of the

Foreign Investment Promotion Board (FIPB).

In recent years the destination sectors in

FDI have became more varied. FDI inflows have

shifted from infrastructure, natural resources and

export driven manufacturing to other areas such as

retailing, tourism, construction and off shore

services. A World Bank study showed that

cumulative FDI inflows to the retail sector in the 20

largest developing countries amounted to US$ 45

billion in 1998-2002 (about 7 per cent of the total

of these countries).

II. OBJECTIVES

The objectives of the study are

1) To impact and role of FDI in Indian Retail

Sector.

2) To study of FDI in India, the contribution of

FDI to the Indian economy.

Research Methodology

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, Indiastat etc. The study is based on the

time period from 2000-2010. Simple percentages

have been used to defect the growth rate of India

and world GDP and to draw further comparison

between the two. Graphs and tables have also been

used where ever required to depict statistical data

of FDI during the study period.

Impact and Role of FDI in Indian Retail Sector

In the fierce battle between the advocators

and antagonist of unrestrained FDI flows in the

Indian retail sector, the interests of the consumers

have been blatantly and utterly disregarded.

Because , one of the arguments which inevitably

need to be considered and addressed while

deliberating upon the captioned issue is the

interests of consumers at large in relation to the

interests of retailers. Interestingly, in contradiction

to the recommendations of the Parliamentary

Committee’s report, the Economic Survey 2008-09

raised hopes of all those looking for a favorable

response of the government on the subject.

While, the Economic Survey has made a

strong case for opening up the FDI for multi-brand

retail, it has recommended a gradual opening of the

sector. Improving the investment environment

would require FDI in multi-format retail, starting

with food retailing. Initially the FDI could be

allowed subject to the setting up a modern logistics

system, perhaps jointly with other organized

retailers. A condition could also be put that it must

have, for five years say, wholesale outlets where

small, unorganized retailers can also purchase

items to facilitate transition.
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Most modern organized retailers, who

have been asking for removal of ban on FDI in

retail, were excited with the recommendation made

by the Survey in its report. In wake of relentless

protests for the opening up of the Indian retail

market for the reception of unrestrained FDI, the

Investment Commission in July, 2006, suggested

that 49% FDI be allowed in the Indian retail sector

without any restrictions on the number of outlets or

location of stores. The Commission opined that that

foreign investment would help in improving the

retail and supply chain infrastructure, and generate

large-scale employment in the country.

In addition, the Indian retailers could

absorb some of the best operational practices of

these international retailers and gain in experience.

Ultimately, the consumers would benefit due to the

availability of more product offerings, lower prices,

and efficient service. The recommendations of the

Investment Commission proved to be very

promising and paved the way for a positive

feedback to the global retailers towards the Indian

retail sector (Business Insights International 2009).

Foreign investment in the single-brand

retail sector in India has been resilient to the global

economic crisis of 2007-08. Given India’s large

population and rapidly expanding middle-class,

there is robust and growing demand and a rapidly

expanding market.

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 and on the other hand

there are critics who have blamed the government

for ousting the domestic inflows. After

liberalization of Trade policies in India, there has

been a positive GDP growth rate in Indian

economy. Foreign direct investments helps in

developing the economy by generating

employment to the unemployed, Generating

revenues in the form of tax and incomes, Financial

stability to the government, development of

infrastructure, backward and forward linkages to

the domestic firms for the requirements of raw

materials, tools, business infrastructure, and act as

support for financial system. Forward and back

ward linkages are developed to support the foreign

firm with supply of raw and other requirements. It

helps in generation of employment and also helps

poverty eradication. There are many businesses or

individuals who would earn their lively hood

through the foreign investments. There are legal

and financial consultants who also guide in the

early stage of establishment of firm.

It is the world largest democracy and

crown at an impressive rate of over 6 percent, on an

average per annum in the last decades. The number

of proposal approved by the foreign investment

board from the period of February 2003 to

December 2009 were 3511 proposals and the

proposed inflows of foreign direct investment is

194708.83 (Rs. in crores). During 2009 alone FIPB

approved 300 proposals with FDI inflow of

Rs.404111 crores. In the thirteenth round second

quarter of financial year 2011 of the professional

forecasters survey conducted by the RBI, expects

the real GDP growth to be marginally higher at 8.5

percent in financial year 2011 from the last survey.

FDI in India

The last decade of the 20th century

witnessed a drastic increase in foreign direct

investment (FDI), accompanied by a marked

change in the attitude of most developing countries

towards inward investment. FDI flows have grown

in importance relative to other forms of

international capital flows, and the resulting

production has increased as a share of world

output. Naturally, the attitude towards foreign

capital was one of fears and sufficient, an account
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of the previous bitter experience draining away of

the resources from the country.

Foreign direct investment (FDI) in India

has played an important role in the development of

the Indian economy during the recession. FDI in

India has – in a lot of ways – enabled India to

achieve a certain degree of financial stability,

growth and development. This money has allowed

India to focus on the areas that may have needed

economic attention and address various problems

that continue to challenge the country. The factors

that attracted investment in India are stable

economic policies, availability of cheap and quality

human resources, and opportunities of new

unexplored markets.

Mostly FDI are flowing in service sector

and manufacturing sector recorded very low

investments. The investments in service sector will

enhance the benefit of flow of funds to the home

country. Presently India is contributing about 17%

of world total population but the share of GDP to

world GDP is 2%. India has been ranked at the

second place in global foreign direct investments in

2010 and will continue to remain among the top

five attractive destinations for international

investors during 2010-12 period, according to

United Nations Conference on Trade and

Development (UNCTAD) in a report on world

investment prospects titled, 'World Investment

Prospects Survey 2009-2012'. According to the fact

sheet on foreign direct investment dated October

2010. Mauritius is the highest FDI investment in

equity inflows with 42% of the total inflow

followed by Singapore, USA, UK and Netherlands

with 9%, 7%, 5% and 4% respectively. Service

sector is the highest FDI attracting inflows with

21% of the total inflows, followed by computer

software and hardware, telecommunication and

housing and real estate with 9%, 8%, 7% and 7%

inflows respectively. A report released in February

2010 by Leeds University Business School,

commissioned by UK Trade & Investment (UKTI),

ranks India among the top three countries where

British companies can do better business during

2012-14. According to Ernst and Young's 2010

European Attractiveness Survey, India is ranked as

the fourth most attractive foreign direct investment

destination in 2010.

III. FINDINGS

 FDI flows have grown in importance relative

to other forms of international capital flows,

and the resulting production has increased as a

share of world output.

 FDI in India has – in a lot of ways – enabled

India to achieve a certain degree of financial

stability, growth and development.

 The investments in service sector will enhance

the benefit of flow of funds to the home

country.

 Mauritius is the highest FDI investment in

equity inflows with 42% of the total inflow

followed by Singapore, USA, UK and

Netherlands with 9%, 7%, 5% and 4%

respectively.

IV. CONCLUSION

This paper focuses on theoretical aspects

of FDI in India, impacts and major findings of FDI

in Indian scenario. India has been one of the

developing countries and has managed to show a

positive GDP growth even during the recession

period. It has comparatively performed well, then

the average growth rate of world GDP. One of the

fastest growing economies.
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