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ABSTRACT

Foreign direct investment (FDI) is a direct investment into production or business in a country by an in-
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dividual or company in another country, either by buying a company in the target country or by expanding
operations of an existing business in that country. Foreign direct investment is in contrast to portfolio investment which is a passive
investment in the securities of another country such as stocks and bonds. India is now recognized as one of the most attractive invest-
ment destinations by reputed international rating organizations. This paper is focusing on FDI concept and its advantages. This paper
focusing on Country-wise Inflows of FDI in top ten country from 2001-2013 and trends in FDI in different sector in India .

Introduction:

Foreign direct investment (FDI) is a direct investment into pro-
duction or business in a country by an individual or company
in another country, either by buying a company in the target
country or by expanding operations of an existing business in
that country. Foreign direct investment is in contrast to port-
folio investment which is a passive investment in the securities
of another country such as stocks and bonds. Foreign direct in-
vestment (FDI) is one of the fastest growing strategic activities
that corporations are pursing around the world .Foreign invest-
ment is a strategic instrument of development policy. It plays
an important role in the long-term economic development of a
country by augmenting availability of capital, enhancing com-
petitiveness of the domestic economy through transfer of tech-
nology, strengthening infrastructure, raising productivity, gen-
erating new employment opportunities, and boosting exports.
FDI is generally defined as “A form of long term international
capital movement ,made for the purpose of productive activ-
ity and accompanied by the intention of managerial control or
participation in the management of foreign firm.”"The govern-
ment of India has taken several measures to encourage foreign
investment in almost all sectors of the economy. However, the
emphasis has been on foreign direct investment (FDI) inflows
in the development of infrastructure, technological upgrade of
industry, and the setting up of special economic zones. India is
now recognized as one of the most attractive investment desti-
nations by reputed international rating organizations.This pa-
per is focusing on FDI concept,and its advantages. This paper
focusing on Country-wise Inflows of FDI in top ten country and
trends in FDI in different sector in India.

TYPES OF FDI:

Horizontal FDI arises when a firm duplicates its home country-
based activities at the same value chain stage in a host country
through FDIL

Platform FDI Foreign direct investment from a source country
into a destination country for the purpose of exporting to a third
country.

Vertical FDI takes place when a firm through FDI moves up-
stream 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.

BENEFITS OF FDI:

e Ithelps for employment generation and increase in production.

e Help in capital formation by bringing fresh capital.

e Helps in transfer of new technologies, management skills,
intellectual property.

e Increases competition within the local market and this
brings higher efficiencies.

e It helps in increasing exports and als increases tax rev-
enues.

ADVANTAGES OF FDI IN RETAIL IN INDIA :
e Ithelps to increase economic Growth

e Itcreates number of Job Opportunities

e It provides benefits to farmers and consumers.

e Expansion of import and export business in different coun-
tries is increased.

e Availability of new technology

e Long term cash liquidity.

e It helps for country’s economic growth.

OBJECTIVES OF THE STUDY:

1. To Know the FDI concept and advantages of FDI in India.

2. To study the Country-wise Inflows of FDI in top ten country.
3. To Study the trends in FDI in different sector in India

RESEARCH METHODOLOGY:

Secondary method is used for data collection. The relevant sec-
ondary data has been collected from reports of the Ministry of
Commerce and Industry, Department of Industrial Promotion
and Policy, Government of India.

SINGLE BRAND:

Single brand implies that foreign companies would be allowed
to sell goods sold internationally under a ‘single brand’, viz., Ree-
bok, Nokia and Adidas. FDI in ‘Single brand’ retail implies that
a retail store with foreign investment can only sell one brand.

MULTI BRAND

FDI in Multi Brand retail implies that a retail store with a foreign
investment can sell multiple brands under one roof. Opening up
FDI in multi-brand retail will mean that global retailers includ-
ing Wal-Mart, Carrefour and Tesco can open stores offering a
range of household items and grocery directly to consumers in
the same way as the ubiquitous 'kirana’ store.

TRENDS IN FDI INFLOWS IN DIFFERENT COUNTRY IN INDIA:
Analysis of Country-wise Inflows of FDI from of top 10
countries [Amount rupees in crore]
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on
= s —
E S|y . |E
£ S o3 "‘i Z S Ewgm
g g ZE5| 3 | 2% |25E7 niEa
3 5 =S| 82 | 82 |S535 S5
46,710 [51,654 (10,629 |351,754
1. |MAURITIUS {91942y |(9,497) |(1,853) |(755519) |38 %
24712 (12594 12,403 |102,585
2. |SINGAPORE 1(5957) |(2308) |(2.214) |(21,674) |11%
36428 |5797 |416  [80874
3. |UK 7,874) |(1,080) |(73) |(17,622) |7 %
14089 |12243 1,339 71433
4. [JAPAN (2972) |(2237) |(234) |(14785) |7%
5347 (3033 [2090 53,013
5 [USA. (115 |557) |(371) |(11492) [6%
6,698 |10,054 (2968 |45346
6. |NETHERLANDS |1 409) |(1,856) |(520) |[(9,486) |>%

286 IJSR - INTERNATIONAL JOURNAL OF SCIENTIFIC RESEARCH




Research Paper Volume :2 | Issue: 11 | November 2013 ¢ ISSN No 2277 - 8179

 Joms [ P Py [ e
o ooy (752, (48t 2R [
o e 10 fas e s o,
wloae i e i
s O 165146 121207 aoany, oscons

Source : Government of India (GOI) (2009). FDI Statistics,
Ministry of Commerce & Industry, Department of Industrial
Policy and Promotion , page2

It is observed from above table that more than 50 per cent of
the total FDI inflows received by India came from Mauritius,
Singapore and the USA. Economic development, rise in purchas-
ing power, growing consumerism and brand proliferation has
led to retail modernization in India. India’s perception abroad
has been changing steadily over the years. This is reflected in
the ever growing list of countries that are showing interest to
invest in India. Mauritius emerged as the most dominant source
of FDI contributing 38 % of the total investment in the country.
Singapore was the second dominant source of FDI inflows with
11% of the total inflows. However, UK was the third position by
contributing 9% of the total inflows. They maintained continu-
ous increasing trend under the period of study. Japan occupied
fourth position with 7%followed by USA with 6%, Netherland
with 5%, Cyprus with 4%, Germany with 3%, France with 2%,
UAE with 1%.

FINANCIAL YEAR-WISE FDI EQUITY INFLOWS:
(As per DIPP’s FDI data base - equity capital components
only): Table No: II
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1. [2000-01 10,733 |2,463 |-
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3. [2002-03 12,871 |2,705 |(-)33%
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Source Government of India (GOI) (2009). FDI Statistics, Min-
istry of Commerce & Industry, Department of Industrial Policy
and Promotion page 4

It is observed from above table that,FDI inflows is considered
for last decade in research paper. Maximum inflows in the year
2011-12i.e. 165,146 crore. Minimum inflows in the year 2000-
01li.e. 10733crore and it slowly increased in 2001-02. FDI in-
flows is increased t0121,907 crore in the year 2012-13. Total

FDI inflows during the year 2000 to July 2013 is 936844 crore
in India.

ANALYSIS OF DIFFERENT SECTORS HIGHEST FDI EQUITY
INFLOWS: Amount in Rs. Crores (US$ in million)
Table No: III
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istry of Commerce & Industry, Department of Industrial Policy
and Promotion, page 2

It is observed from above table that, different sectors are taking
into consideration like Services Sector, Construction Develop-
ment: Townships, Housing, Built-Up Infrastructure, Telecom-
munications (Radio Paging, Cellular Mobile, Basic Telephone
Services, Computer Software & Hardware, Drugs & Pharmaceu-
ticals, Chemicals (Other Than Fertilizers), Automobile Industry,
Power, Metallurgical Industries, Hotel & Tourism from this aca-
demic year i.e.2011-12 t02013-July 13.Commulative inflows is
maximum for service sector i.e. 178,046 crore .Minimum com-
mutative inflows is 33,954 crore for Hotel and Tourism sector
in India. Commutative inflows for Telecommunications (radio
paging, cellular mobile, basic telephone services) is decreased
to 58,798 crore as compared to Construction Development:

Townships, Housing, Built-Up Infrastructure and Computer
Software, Hardware and Drugs & Pharmaceuticals are near
about same i.e. 54,019 and 54,333.

CONCLUSION:

Foreign direct investment (FDI) is one of the fastest growing
strategic activities that corporations are pursing around the
world .Foreign investment is a strategic instrument of devel-
opment policy. Their are three types of FDI namely Horizontal
FDI ,Platform FDI and Vertical FDLIt concluded that FDI has
different advantages like it helps to increase economic Growth
It creates number of Job Opportunities It provides benefits
to farmers and consumers. Availability of new technology It
helps for country’s economic growth. Commutative inflows is
maximum for service sector i.e. 178,046 crore .Minimum com-
mutative inflows is 33,954 crore for Hotel and Tourism sector
in India. Commutative inflows for Telecommunications (radio
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paging, cellular mobile, basic telephone services) is decreased
to 58,798 crore as compared to Construction Development:
Townships, Housing, Built-Up Infrastructure. Top ten countries
are taking into consideration to understand the commutative
inflows of different country. It shows that more than 50 per cent
of the total FDI inflows received by India came from Mauritius,
Singapore and the USA. This is reflected in the ever growing list

Research Paper

of countries that are showing interest to invest in India. Mauri-
tius emerged as the most dominant source of FDI contributing
38 % of the total investment in the country. Singapore was the
second dominant source of FDI inflows with 11% of the total
inflows. However, UK was the third position by contributing 9%
of the total inflows.
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