




INDEX
Sr. 
No. Title Author Subject Page No.

1 Ionic composition of a freshwater lake and its implications 
on aquaculture

Dr. Shankar P. Hosmani Biotechnology 1-2

2 Growth and Performance of Mutual Fund Industry in India Dr. M. K. Maru Commerce 3-4

3 Waste Management: A New Paradigm of Contemporary 
Business

Dr. Vipul Chalotra Commerce 5-6

4 Rural Financial Services in J&K (A study in the field of 
financial services sector development)

Tarsem lal Commerce 7-8

5 Banyan, the National Tree of India Dr. J.K. Sehgal Commerce 9-10

6 Impact of Online Marketing on Customers with Special 
Reference to Coimbatore City

Dr. R. Ganapathi Commerce 11-15

7 Customers’ Attitude towards Housing Loan With Reference 
to Commercial and Rural Banks

Dr. R. Ganapathi,
Mrs. B. VIDYA

Commerce 16-23

8 Consumer Behaviour towards Broiler Chicken Retail Stores 
With Reference to Madurai City

P. Easwaran, J. Gnanadevan, 
Dr. R. Ganapathi

Commerce 24-30

9 Data Security and Protection in Cloud Computing Shameena Begum, V. Ratna 
Vasuki, K.V.V.Srinivas

Computer 
Science

31-34

10 Foreign Direct Investment in India – An Explanatory Study Dr. K.Madhu Babu Economics 35-38

11 Growth - Saving Causality in India: A Cointegration Analysis Dr. Shradha H. Budhedeo Economics 39-42

12 Constitutional perspectives on Labour Wages in India Dr. Shankar Ambhore, 
Dr. Dilip Arjune, Manish 
Parshuram Pawar, Dr. Ashok 
Shankarrao Pawar

Economics 43-45

13 A Critical Study of Special Economic Zones in India Dr. Shankar Ambhore, 
Dr. Dilip Arjune, Manish 
Parshuram Pawar, Dr. Ashok 
Shankarrao Pawar

Economics 46-48

14 Industrial Relations - Settlement of Disputes in India Dr. Shankar Ambhore, 
Dr. Dilip Arjune, Manish 
Parshuram Pawar, Dr. Ashok 
Shankarrao Pawar

Economics 49-50

15 AMLA - ITS MEDICINAL USES Manisha Gaur Economics 51-52

16 The Role Of Total Quality Management In Higher Education Ramesh B. Sakhiya Education 53-55

17 Perceived Competencies Of Graduate Teacher Trainees In 
The Intensive Teaching Practice [I T P] Session

Dr M. Parimala Fathima, 
N.Sasikumar, M. Panimalar 
Roja

Education 56-58

18 Uchch Siksha Ki Rah Men Dushvariyan Dr. Anup Chaturvedi Education 59-60

19 Fault Diagnoses of Rotating Machinery with Advance Signal 
Processing Methods

Prof. Divyang H. Pandya, 
Prof. Ankit A. Darji

Engineering 61-63

20 A Hybrid Neural Network Approach for Wind Speed 
Prediction

S.N Deepa, K.gnana Sheela Engineering 64-67

21 A Study on Phishing: Preventions and Anti-Phishing 
Solutions

V.Karamchand Gandhi, Prof 
R.Senthil Kumar

Engineering 68-69

22 The Killari 1993 Intracratonic Earthquake- a Comparative 
Study

S.S. Patil, K.L. Karkare, I.B. 
Ghorade

Environment 70-72

23 Cosmic Plants as Alternative Medicine Dr. Sneh Harshendra 
Sharma

Environment 73-77



24 Green Initiatives for Reducing Carbon Footprint Dr Mahalaxmi Krishnan Environment 
Science

78-79

25 Prediction of Urban Sprawl in Hyderabad City using Spatial 
Model, Remote Sensing and GIS Techniques

S. Indhira Gandhi, Dr. V. 
Madha Suresh

Geography 80-81

26 Tectono-Provenance and Reservoir Rock Characteristics of 
the Tipam Sandstones in Parts of Upper Assam Basin

Dr. Pradip Borgohain Geology 82-84

27 (Jansanchar Aur Bharatiya Samaj) Dr Subodh Kumar Journalism 85-86

28 An Overview of Industrial Disputes Settlement Authorities 
in India

Manish Parshuram Pawar, 
Dr. Ashok Shankarrao 
Pawar

Law 87-88

29 Innovative Method of Role Play for Developing English 
Language Teaching and Learning 

K Rajkumar Literature 89-91

30 Impact of Workers Participation in Management on 
Industrial Relations

Anuradha Averineni Management 92-93

31 Consumers Preferences , Behaviour and Satisfaction with 
respect to banking services quality in Ghaziabad(NCR 
Region)

Prof(Dr.)H. P. Pandey, Mr. 
Ashish kumar Singh

Management 94-96

32 Factors Influencing Employee Branding in Higher 
Educational Institutions: A Special Reference to Management 
Institutions in Virudhunagar District in Tamilnadu

Jegadeeswari. Mani, Dr. S. 
Franklin John S.

Management 97-98

33 Evaluation of Service Quality in Internet Banking: An 
Empirical Study in Coimbatore

Ms. R. Gokilavani, Dr. R. 
Ganapathi

Management 99-101

34 To Study the Relationship Between Gender & Banking 
Preferences of Management Graduates at Ibmrd, 
Ahmednagar

Rajendrasingh Pardeshi, 
Gadekar Vithal Laxman

Management 102-103

35 FCB model of Advertising Strategy Prof. Arvind Rathod Management 104-107

36 Assessing Beneficiary Satisfaction with Service Delivery of 
Non Governmental Organizations (NGOs)

Dr Papori Baruah, Bhaskar 
Jyoti Barthakur

Management 108-111

37 Current Trends in Human Resource Management Dr. Kalyani Kenneth, 
Mrs.R.Aruna jayamani

Management 112-113

38 “Indian Banking – A Future Ahead” Haresh B. Barot Management 114-116

39 Financial Inclusion-Banking Services to the Common Man Dr. M. Venkata Subba Reddy, 
Mr. M.s.udaya Banu 

Management 117-118

40 A study of Service Marketing Mix w.r.to b-schools in Mumbai Dr. Balaji S. Mudholkar Management 119-120

41 A Study on the Customers Opinion on the Benefits of the 
Credit Cards Around Combatore District

Mrs. G. Murali Manokari Management 121-123

42 A Study on the Job Satisfaction of the Employees at Sri 
Kannan Departmental Stores, Coimbatore

Mrs. G. Murali Manokari, 
Mrs.r.kanaka Rathinam, Mr. 
G. Lenin Kumar

Management 124-126

43 Foreign Direct Investment In Indian Retail Sector: A Critical 
Evaluation

Dr. Raghavendra Dwivedi, 
Ram Kumar

Management 127-128

44 Emerging Challenges to Cyber Security-Internet Monitoring 
with Specific reference to National Security

Triveni Singh Management 129-131

45 An Empirical Study of Consumer Impulse Buying Behavior in 
domestic Markets (special reference to Ahmednagar, (M.S) 
India.)

Gadekar Vithal Laxman Marketing 132-135

46 Insomnia and the performance of general population: Results 
from the Insomnia Survey

Miss Ketaki Sathe, Dr G S 
Shekhawat

Medical 
Science

136-137

47 Transition in Human Resource for Health: Challenges Ahead Dr. Pawan Kumar, Dr. Abdul 
Majeed Khan

Medical 
Science

138-139



48 Kartageners Syndrome- A Case Report Dr. Ramakrishna Ghubde, 
Dr. Archana Shekokar

Medical 
Science

140-141

49 Perceptual challenges in auditory neural processing in 
neurodegenerative conditions like Fredereich Ataxia

Mr. Ayas Muhammed, Ms. 
Archana, Dr. Rajashekhar

Medical 
Science

142-143

50 Transient Auditory Dysynchrony Due to Non-Maturational 
Causes Evidenced by ABR – A Case Report 

HariPrakash. P, Sangeetha. 
G, Bhargavi P.G

Medical 
Science

144-146

51 Study on Sphenoid Sinsuses Variants in Magnetic Resonance 
Imaging of South Indian Population

Suresh Sukumar, Sushil 
Yadav

Medical 
Science

147-148

52 A Study to Find out the Prevalence and Effectiveness of 
Occupational Therapy Intervention for Pain and Activity 
Performance in Mobile Users with Risk of Repetitive Strain 
Injury

KR.Banumathe, 
V.Guruprasad, Leena Ann 
Lukose

Medical 
Science

149-151

53 Modified Falls Behavioral Scale for Indian Community 
Dwelling Older Adults

V.Guruprasad, Sebestina A 
D’Souza, KR.Banumathe

Medical 
Science

152-154

54 The Essence of Employees Training and its Impact on the 
Work Force in an Industry

Dr. Mohan Singhe Organization 
Behavior

155-156

55 Scientific Behaviourism of Watson and Hull : A Philosophical 
Perspective

Dr. Jatinder Kumar Sharma Philosophy 157-158

56 The growth of manganese oxide thin films by spray pyrolysis 
technique

M.Sudha, P.Duraisamy Physics 159-161

57 Terrorism and Competitive Terrorism in India S. Sreejith, P. Sakthivel Political 
Science

162-164

58 Kuposhan Se Karahta Bachpan Dr. Anup Chaturvedi Social Science 165



IJSR - INTERNATIONAL JOURNAL OF SCIENTIFIC RESEARCH 35 

Volume : 1 | Issue : 2 | July 2012 • ISSN No 2277 - 8179Research Paper

Dr. K.Madhu Babu Assistant Professor, Dept.of Economics, Acharya Nagarjuna University, Guntur, Andhra Pradesh

Economics
KEYWORDS : liberalization, Capital, 

Foreign direct investments,Gross 
Domestic Product.

ABSTRACT Foreign direct investments (FDI) have to play a new role particularly in present days in view of the liberali-
zation measures adopted by the Indian Government. No period in the history of India’s industrial development, 

the Government has attached so much importance to the inflow of foreign capital than that of the present period. Particularly, the 
less developed countries have had to depend on financial and technical assistance from external sources. In the liberalized environ-
ment as economies become increasingly open, and trade between countries expand, financial transactions become global through 
financing trade of goods and services. Capital is the engine of economic development and this statement is gaining importance in the 
recent times. The present study is confined to the analysis of inflow of Foreign Direct investment. In this study the inflow of foreign 
direct investment has been studied for the period 1963-64 to 2009-10. For analytical convenience this period has been divided into 
two sub periods (1) The pre-liberalization period and (2) post-liberalization period. However, the focus of analysis is mostly on post-
liberalization period of 1991-2010 Therefore there is plenty of scope in food processing, agriculture services and agriculture machin-
ery. However, FDI in this sector must be encouraged. Hence, efforts must be made to encourage the inflows of FDI go mostly into the 
priority sectors of India. If the liberalized policy towards FDI in India is accompanied by these efforts, the country will certainly go a 
long way in the process of achieving the goal of sustainable economic development in the near future.

Foreign Direct Investment in India – An 
Explanatory Study

I. INTRODUCTION: 
Foreign direct investments (FDI) have to play a new role par-
ticularly in present days in view of the liberalization measures 
adopted by the Indian Government. No period in the history of 
India’s industrial development, the Government has attached 
so much importance to the inflow of foreign capital than that 
of the present period. Particularly, the less developed countries 
have had to depend on financial and technical assistance from 
external sources. In this context, Gait Skell suggests that the ef-
forts of the less developed countries must be supplemented and 
supported by the developed countries, through financial and 
technical assistance and multilateral cooperative arrangements. 
“Without this external assistance, less developed countries can-
not realize the dream of rapid economic growth”. Generally, the 
developing countries would be suffering with lack of capital. 
Low levels of income and hence low levels of saving. But a huge 
investment is necessary to accelerate economic development. 
Hence, there is need for foreign capital. 

In short foreign capital helps by supplementing the domestic 
saving to boosting investments. “Foreign investment play dy-
namic role in the process of economic development in mainly 
three ways. (1) by supplementing domestic savings (2) by pro-
viding foreign exchange for financial vital imports and (3) by 
introducing advanced technology”.

In the liberalized environment as economies become increas-
ingly open, and trade between countries expand, financial trans-
actions become global through financing trade of goods and ser-
vices. Capital is the engine of economic development and this 
statement is gaining importance in the recent times. Tradition-
ally, the various sources of capital for developing countries were 
either the demand for this out put by industrial countries or 
Foreign aid or loans from foreign banks. FDI is an important fac-
tor in the globalization process as it intensifies the interaction 
between states, regions and firms. Growing international flows 
of portfolio and direct investment, international trade, informa-
tion and migration are all parts of this process. The favorable 
policy framework for FDI is the on

that generally provides economic stability, transparent rules 
on entry and operations, equitable standards of treatment be-
tween domestic and Foreign firms and secures the proper func-
tioning and structure of the markets. In general empirical evi-
dence suggests that policies encouraging domestic investment 
help to attract domestic investment. FDI contributes to the de-
velopment process by providing capital, foreign exchange, tech-
nology, competition and export market access, while also stimu-
lating domestic innovation and investment. Above all, the inflow 
of foreign direct investment, if properly directed would bring 
about upliftment of the economically backward states, thereby 
achieving the objective of balanced regional development. This 

is because the inflow of Foreign direct investments may largely 
go into the priority sectors of the economy in general and more 
particularly in to the economically backward states of India. On 
the recent years many efforts are being made to plan effectively 
to devise policies that will succeed in encouraging a greater in-
flow of FDI companies into India and ensuring that it makes the 
maximum contribution to the Foreign exchange earnings of our 
Country. In this backdrop the present paper an attempt is made 
to study the growth and significance of FDI in India. 

II. OBJECTIVES:
The objectives of the present study are
1)	 To examine trends in Foreign direct investment in India and 
2)	 To analyse the FDI companies into priority and non- prior-

ity sector wise inflow of FDI into India. 

III. METHODOLOGY: 
The present study is confined to the analysis of inflow of For-
eign Direct investment. In this study the inflow of foreign direct 
investment has been studied for the period 1963-64 to 2009-
10. For analytical convenience this period has been divided into 
two sub periods (1) The pre-liberalization period and (2) post-
liberalization period. However, the focus of analysis is mostly 
on post-liberalization period of 1991-2010. In order to study 
the growth of the inflow of foreign direct investments, linear 
growth rates have been calculated for both pre-liberalization 
and post-liberalization periods under consideration. Simple 
techniques of percentages have also been employed. 

IV. SOURCES OF DATA: 
The present study is based primarily on secondary data. The 
data for this work are taken from a variety of sources. The pub-
lication of secretariat for Industrial Assistance (SIA) of Ministry 
of Industry, Government of India is a main source of information 
for data on FDI flows, country – wise break up and sector – wise 
break up. Data are also taken from CMIE, www. Indiastat.com 
and Reserve Bank of India (RBI) Bulletins. 

V. NET IN FLOW OF FOREIGN DIRECT INVESTMENTS IN INDIA
The inflow of foreign direct investments during the pre and post 
-liberalization period 1963-64-1980-81 & 1991-2010 are pre-
sented in table – 1. 

TABLE – 1
Net Inflow of Foreign Direct Investment 
(1963-64 to 1979-80 & 1991-92 to 2009-2010)
(Rs. in crore)

Pre - Liberalization Period Post - Liberalization Period
Year FDI Amount Year FDI Amount
1963-64 22.4 1991-92 409
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1964-65 44.10 1992-93 1094
1965-66 15.20 1993-94 2018
1966-67 24.40 1994-95 4312
1967-68 23.40 1995-96 6916
1968-69 25.30 1996-97 9654
1969-70 21.90 1997-98 13548
1970-71 34.00 1998-99 12343
1971-72 43.10 1999-00 10311
1972-73 28.40 2000-01 12645
1973-74 48.70 2001-02 19361
1974-75 69.90 2002-03 14848
1975-76 -8.10 2003-04 11945
1976-77 -26.80 2004-05 17138
1977-78 -17.80 2005-06 24584
1978-79 -23.70 2006-07 56390
1979-80 68.50 2007-08 98642
1980-81 68.80 2008-09 123025
-- -- 2009-10 123120

Source: 1) Various Issues of RBI Bulletins, Mumbai., 2) www.
indiastat.com.

As can be seen from the table, there are wider fluctuations in 
the net flow of foreign direct investments. While foreign direct 
investment was about Rs. 22.4 crores in 1963-64, this invest-
ment got doubled in the following year (1964-65) and again 
there was a drastic fall of the foreign direct investments to Rs. 
15.20 Crores in the following year (1965-66). In the subsequent 
years though the foreign direct investment was more or less 
moving around Rs. 23.40 crores, it went up to Rs. 34.0 crores 
by 1970-71. In the pre - liberalization period a maximum inflow 
of foreign direct investment was noticed in the year 1974-75. 
However, the FDI recorded a negative inflow from 1975-76 to 
1978-79. Interestingly, a positive amount of Rs. 68.5 Crores of 
FDI was recorded in the following year (1979-80). Thus, the 
table reveals wider fluctuations in the inflow of foreign direct 
investment during the pre - liberalization period. 

The data relating to the new inflow of foreign direct investment 
for the post-liberalization period are also shown in the same 
table, as can be seen from the table the net inflow of foreign 
direct investment has increased steadily from Rs. 409.0 crore 
to Rs.123120 crore. There is a continuous increase in the for-
eign in the foreign direct investment during this period. This is 
mainly attributable to the liberalization policies adopted by the 
Government. 

The linear growth rates have been worked out for the inflow 
of Foreign Direct Investment periods and are given in table – 2. 

,, Table – 2 Linear Growth Rates of Foreign Direct Investments

Pre-liberalization period 
1963-64 to 1980-81

Post-liberalization period
1991-92 to 2009-10

-0.0534
(-0.8578)

0.0161*
(11.0574)

Figures in brackets indicate t – values. * Significant at 1 percent 
level. 

As can seen from the table the growth rate during the pre-lib-
eralization period is observed to be -0.0534, which is not found 
to be statistically significant, while the growth rate in the post-
liberalization period is worked out to be positive (0.0161) and 
is also statistically significant at 1 percent level. 

If we compare the inflow of foreign direct investments during 
the pre-liberalization period and the post-liberalization period, 
one can easily notice that there is tremendous increase in the in-
flow of foreign direct investments during the post-liberalization 
period. This only reveals that liberalization policies adopted by 
the Government of India since 1986 have paved the way for at-
tracting the foreign direct investment substantially into India. 

VI. FOREIGN DIRECT INVESTMENT (FDI) / GROSS DOMES-
TIC PRODUCT 
(GDP): FDI/GDP Ratio:
A good indicator of a country’s openness to FDI is FDI normal-
ized by the size of the host economy which indicates the attrac-
tiveness of an economy to draw FDI. A country with a ratio of 
FDI to GDP that is greater than unity is reckoned to have re-
ceived more FDI than that implied by the size of its economy. It 
indicates that the country may have a comparative advantage in 
production or better growth prospects reflecting larger market 
size for foreign firms. However if the country has the ratio value 
of less than one may be protectionist and backward or may pos-
sess a political and social regime that is not conducive for in-
vestments. Overall, FDI, GDP ratio is an index of the prevailing 
investment climate in the host economy. 

Table – 3:India’s FDI inflow as percentage of GDP (Rs. in crores)
Year FDI FDI/GDP %
2001 12645 0.6
2002 19361 0.85
2003 14848 0.6
2004 11945 0.43
2005 17138 0.54
2006 24584 0.69
2007 56390 1.37
2008 98642 2.09
2009 123025 2.31
2010 123120 1.98

 Source: 1) Word Development indicators data base-World Bank 
– 2008 2) www.indiastat.com .

Table – 3 reveals of FDI as a percentage of GDP for India un-
der the period of study years. The share of FDI inflows in GDP 
has been very small in absolute terms, remaining less than one 
(2001 to 2006). However the ratio improved dramatically (1.37) 
in 2007, which reflects the growth in the domestic economy, im-
provement in the investment climate as well as the buoyancy in 
FDI flows. FDI inflows in India, in general, show an increasing 
trend during the post – reform period. 

VII. COUNTRY – WISE FOREIGN DIRECT INVESTMENT: 
It is of interest now to analyse the inflow of foreign direct in-
vestments from various countries into India for the period 
under consideration 1991- to 2009-10. However, this analysis 
is confined to post-liberalization period (i.e. 1991-2010). It is 
also proposed to confine this analysis to ten major investing 
countries of the world which are as follows: 1) Mauritius, 2) US, 
3) Netherlands, 4) Japan, 5) UK, 6) Germany, 7) Singapore, 8) 
France, 9) South Korea and Switzerland. Percentage rates have 
been calculated to study the trends in country–wise foreign di-
rect investment. The data relating to the country–wise inflow of 
foreign direct investment during the post–liberalization period 
along with the percentages are presented in table – 4. 

Table – 4 

Net Inflow of Foreign Direct Investment by Country–Wise 

S.No. Country 1991-2002 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 Cumulative 
inflow

1. Mauritius 27466
(29.65)

3766
(25.22)

2609
(21.53)

15414
(8.99)

11441
(16.2)

28759
(40.72)

44483
(45.09)

50899
(41.37)

49633
(40.31)

200629
(30.5)
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2. U.S. 12248
(13.22)

1504
(10.07)

1658
(13.68)

30553
(17.8)

2210
(3.13)

3861
(5.48)

4377
(4.44)

8002
(6.50)

9230
(7.5)

58233
(8.86)

3. Netherlands 3856
(4.16)

836
(5.59)

2247
(18.54)

12168
(7.1)

340
(0.48)

2905
(4.11)

2780
(2.82)

3922
(3.19)

4283
(3.48)

26398
(4.02)

4. Japan 5099
(5.50)

1971
(13.19)

360
(2.97)

5751.9
(3.36)

925
(1.31)

382
(0.54)

3336
(3.38)

1889
(1.53)

5670
(4.6)

17953.9
(2.73)

5. U.K. 4263
(4.60)

1617
(10.82)

769
(6.34)

4583.5
(2.67)

1164
(1.65)

8389
(11.88)

4690
(4.75)

3840
(3.12)

3094
(2.51)

25760.5
(3.92)

6. Germany 3455
(3.43)

684
(4.58)

373
(3.07)

6631.9
(3.87)

1345
(1.9)

540
(0.76)

2075
(2.10)

2750
(2.23)

2980
(2.42)

16321.9
(2.45)

7. Singapore 1997
(2.15)

180
(1.20)

172
(1,41)

8217.3
(4.79)

1218
(1.72)

2662
(3.77)

12319
(12.49)

15727
(12.78)

11295
(9.17)

51438.3
(7.8)

8. France 1947
(2.10)

534
(3.57)

176
(1.45)

5367.8
(3.13)

82
(0.12)

528
(0.75)

583
(0.59)

2098
(1.70)

1437
(1.17)

10095.8
(1.54)

9. South Korea 2189
(2.36)

188
(1.25)

110
(0.90)

219
(0.31)

1174
(1.66)

1039
(1.05)

1133
(0.92)

3017
(2.45) - 6582

(1.0)

10. Switzerland 1200
(1.29)

437
(2.92)

207
(1.70) - 310

(0.44)
266
(0.38)

3385
(3.43)

5983
(4.86)

7728
(6.23)

17672
(2.62)

Total FDI 
inflows 92611 14932 12117 171379 70630 70630 98664 123025 123120 657448

Source: 1) Foreign Direct Investment – A Fact Sheet – Economic 
& Political Weekly, January, 6-2007, P.07. 2) www.indiastat.com 

Note: Figures in brackets are percentages to totals.

As can seen from the table, it is evident that Mauritius emerged 
as one of the largest foreign investors in India. In India FDI 
equity inflow has been Rs. 123120 crores in 2009-10. India’s 
79.84 percent of FDI is contributed by ten countries while 
remaining 20.16 percent by rest of the world in 2009-10. 
Country–wise FDI inflows to India are dominated by Mauri-
tius (40.31 percent) followed by the Singapore (9.17 percent), 
United States (7.5 percent) and Netherlands (3.48 percent). 
The net inflow of Foreign direct investment from France ac-
counted for Rs. 534 crores in 2002-03 and finally increased 
to Rs. 1437 crores (1.17 percent) by 2009-10. In respect of 
Germany the Foreign direct investments accounted for Rs. 684 
crores in 2002-03 and this went steadily increasing from year 
to year and ultimately accounted for Rs. 2980 crores (2.42 
percent) by 2009-10. It is interesting to observe that the net 
inflow of foreign direct investment from Switzerland has also 
increased steadily from Rs. 437 crores (1.25 percent) in 2002-
03 to Rs. 7728 crores (6.23 percent) in 2009-10. As regards 
foreign direct investment net inflow in concerned, it recorded 
an inflow of Rs. 92611 crores in 1991-2002 and experienced 
a steady increased in the inflow which went up to Rs. 657448 
crores by 2009-10. It can also be inferred from this analysis 
that more liberal attitude of the Government towards the for-
eign direct investment seems to be the major reason for sub-
stantial increase of foreign investments. 

VIII. FOREIGN DIRECT INVESTMENT INTO PRIORITY AND 
NON – 
 PRIORITY SECTORS:
It is generally believed that the impact of FDI in a developing 
economy would be more effective, if the inflow of FDI goes 
mostly into the priority sector rather into the non-priority sec-
tor. An exercise is made to trace the inflow of FDI into priority 
and non-priority sectors with a particular reference to the pre-
liberalization period and post liberalization period. For analyti-
cal convenience, it is proposed to take 1987-90 as representing 
the pre-liberalization period and 2005-2010 as representing 
the post-liberalization period. In this exercise the priority sec-
tor includes electricity, textiles, chemicals, non-metallic min-
eral products, metals and metal products, machinery, transport 
equipment and mining, while the non-priority sector includes 
services, food and beverages, irrigation and other industries. 
The data relating to the inflow of foreign direct investments into 
priority sector and non-priority sectors for the pre-liberaliza-
tion period (1987-1990) and post liberalization period (2007 
to 2010) are presented in table – 6.

Table – 6
Break – up of FDI into priority and non-priority sectors in 
India (1987-90 – 2005-10)

SL. No. Industry
1987-
90
Rs. Cr

Relative 
Share 
(%)

2007-10
Rs. Cr

Relative
Share 
(%)

Priority Sector 
1. Textiles 356 4.88 6724 0.5
2. Chemicals 2532 34.76 6054 10.3

3. Non-Material
mineral products 11803 0.8

4. Metals & metal 
products 470 6.95 10778 4.3

5. Machinery 1107 15.19 24961 1.7
6. Transport Equipment 899 12.34 16722 1.1
7. Mining 27 0.3 67.200 4.6
8. Electricity 1.024 14.06 4,29,358 29.1

Sub – Total 6415 88.08 7,72,096 52.4
Non- Priority Sector 

9. Service 178 2.445 573065 38.8
10. Food and beverages 525 7.20 9337 0.7
11. Irrigation - - 1,16,328 7.9
12. Other Industries 165 2.26 4,329 0.3
Sub- 
total (ii) 868 11.92 7,03,459 47.6

Total 7233 100.00 14,75,555 100.0
Source: 1) CMIE – 2010. 2) RBI Bulletin 2011.

The following are the main observations industry – wise break 
up of the data foreign direct investments in the pre-liberaliza-
tion period revealed that chemical industry recorded an inflow 
of Rs. 2,532 crores, accounting for 34.76 percent in the total 
investment, followed by industrial machinery claiming 15.19 
percent, transport equipment industry absorbing 12.34 percent 
in total investment. The inflow of foreign direct investment into 
metals and metal products was Rs. 470 crores and it worked out 
to 6.45 percent in the total investment. While the foreign direct 
investment in electricity amounted to Rs. 1,024 crores, thereby 
claiming 14.06 percent of the total investment. As can be seen 
from the table during the pre-liberalization period the mining 
industry could attract very low FDI i.e., Rs. 27 crores, there by 
claiming only 0.3 percent in the total investment. 

Thus, it can be observed that all the industries in the priority 
sector taken together could as high as 88.08 percent of the for-
eign direct investments during the pre-liberalization period, 
leaving just 11.02 inflows into the non-priority sector. During 
the post-liberalization period the foreign direct investment in 
electricity recorded an inflow of Rs.4,29,358 crores, claiming 
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29.1% in total investment followed by chemical industries ex-
plaining 10.3 percent in total investments. The inflow of foreign 
direct investments into textiles industries has come down to 
0.5 percent in total investment, while the inflow of foreign di-
rect investment in the mining claimed 4.6 percent in total in-
vestment and the metals and products explained 4.3 percent 
in total investment. The inflow of foreign direct investment in 
the industrial machinery accounted for 1.7 percent in the total 
investment while the inflow of foreign direct investment in the 
transport equipment industries absorbed 1.1 per cent in the 
total investment; the non-metallic mineral products explained 
only 0.8 percent in total investment. 

Thus, it can be observed from the above analysis that the priori-
ty sector during the post-liberalization period could absorb just 
52.40 percent in the total investment, there by allowing 47.60 
percent of investment to the non-priority sector. It is observed 
that while the priority sector attracted 88.08 percent of the total 
investments during the pre-liberalization period, it could attract 
only 52.40 percent during the post-liberalization period. This 
does not augur well for the Indian economy. 

X. CONCLUSION:
The liberalized policy towards foreign direct investments in In-
dia is a welcoming trend in the recent years. It is evident from 
the study that FDI inflows in India increased sharply in the post-

reform period. The trend of FDI has been positive in India and 
world too in the post-reform period. FDI might be one of the im-
portant sources of financing the economic development. How-
ever, one should not forget that FDI alone is not a solution for 
poverty eradication, unemployment and other economic issues. 

India is striving hard to achieve a growth rate of ten percent. 
The available data on FDI reveals that India’s volume of FDI 
has increased a largely due to merger and acquisitions rather 
than large greenfields projects. To maximize the benefits of 
FDI persistently, India should also focus on developing human 
capital and technology. Indian economy is largely an agrarian 
economy. Therefore there is plenty of scope in food processing, 
agriculture services and agriculture machinery. However, FDI in 
this sector must be encouraged. Hence, efforts must be made 
to encourage the inflows of FDI go mostly into the priority sec-
tors of India. If the liberalized policy towards FDI in India is ac-
companied by these efforts, the country will certainly go a long 
way in the process of achieving the goal of sustainable economic 
development in the near future. 
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