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ABSTRACT

Foreign Direct Investments help in boosting the growth of Indian economy. India has witnessed a growth in the flow of Foreign
Direct investment , Since the introduction of liberalisation policy in India in 1991 and other policy reforms in India. The objective
of this study is to analyse the trend of FDI in India and to analyse the impact of FDI on Indian GDP during 2014 -15 to 2018 -19.
In this study Secondary data was used to analyse the trend of FDI in India and to analyse the impact of FDI on Indian GDP.The
data has been retrieved from Reserve Bank of India ( RBI ) website FDI has increased in India after the launch of Make in India.
FDI inflow was US $45.1 bn in the year 2014 -15 increased to US $64.3 bn in the year 2018 -19. Thus the FDI inflows increased
by 42.57 %. Thus it shows the increasing positive trend from 2014 to 2019. In this it is found that FDI as percentage of GDP was
highest in the year 2014 -15 i.e. 3.062 % and lower in the year 2018 -19 i.e. 1.116 %. Which shows that after 2014 -15 there was a

fall in the FDI as a percentage of GDP.
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Introduction

Foreign Direct investment ( FDI ) is one of the
most striking feature of globalised world
today.Today, in the globalised world there is
exponential growth of FDI in developed and
developing countries. FDI flows are rising faster
than all other investment.Foreign Direct
investment ( FDI ) is become very important
investment nowadays. It involves transfer of
resources and acquisition of control.FDI create
employment , transfer technology. FDI has
become a battle ground in the emerging
markets.The main objective of allowing FDI is to
achieve high economic growth to grab
opportunities of technological upgradation and to
access global managerial skills and practices. FDI
is a critical driver of economic growth and major
source of non -debt financial resources for the
economic development of India. FDI plays
significant role in the economic growth of country
and plays very important role in the economic
development of developing countries like India.

Today, FDI has become an instrument of
International economic integration.It was found
that the FDI have emerged in India since the
British rule but its presence was negligible.But
when India got the independence , FDI become a
part of its national interest.FDI is playing a
important role in economic growth for India since
1991 , when national economy opened to global
trade.
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Due to the favourable Business environment and
the favourable government policy of India foreign
capital keeps flowing into the country.FDI inflows
has been increased in India to rise to peaks till
2008.

Routes of FDI in India:

1) Automatic route :
Under Automatic route , FDI is allowed
without prior approval of the Reserve bank of
India or Government in in sectors as specified
in the consolidated FDI policy as issued by
government of India from time to time.

2) Government Route :
Under GovernmentRoute those FDI is
allowed which are not covered under
automatic route.

Review of Literature:

1. Vinay Kumar (2012) in his study of * Trend of
FDI in India and its Impact on Economic
Growth’ that the flow of FDI in India is
showing a positive trend and is a very positive
signal for economy.

2. Syed Azhar and K.N. Marimuthu (2012)in
his study of “An overview of Foreign Direct
Investment in India” found that, FDI

accelerate  economic  growth  through
technology  transfer and  employment
generation.
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3. Netrja Mehra (2013 )in his study of “Impact
of foreign Direct Investment on Employment
and Gross Domestic Product in India” used the
A mulptiple — regression model to analyse
whether FDI has an impact on the employment
and GDP in India and found that FDI plays a
significant role in generating employment on
economic development.

4. Majid Mahmoodi and Elahe Mahmoodi
(2016) the results of short-run causality in
Asian  developing  countries indicated
bidirectional causality between exports and
economic growth. Furthermore, there is
evidence of long-run causality from export and
FDI to economic growth and long-run causality
from economic growth and export to FDI for
both of the European and Asian developing
panels.

5. Tilak Raj and Ashima Pahwa (2018), it was
reveals that the each country tries to bring more
and more FDI in their country which will later
bring economic growth of the country. For
attracting more and more inflows of foreign
investment govt. has to work on some aspects
such as improvement of infrastructure,
liberalized FDI policy, political stability etc. In
this regard IFC (International Finance
Corporation), the investment arm of the World
Bank Group, is planning to invest about US$ 6
billion through 2022 in several sustainable and
renewable energy programmes in India.

6. Dr Ampu Harikrishnan and Shivani (2018)
funds gained by the way of FDI, this might be
done by investing the same in the international
projects, realization of the FDI amounts as
Electronic copy available at:
https://ssrn.com/abstract=3598037early as
possible and that too in terms of real time
realization. It stated more thrust should be give
on the development of the bureaucracy i.e. it
should become more responsive. Steps might
be taken to curb corruption from the lowest
level of the economy.

7. Abidhusain G. Kadiwala (2019) researcher
finds the correlation coefficient of variables is
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0.675 which is positive and the present result
of correlation coefficient can be interpret as a
good indicator. It found that the changes
occurred in FDI affect the GDP of country
which means that increase in FDI shows the
positive impact on the GDP of India. Thus,
Foreign Direct Investment is healthier for
Indian economy in term of Gross Domestic
Product.

8. Dr. Dhadurya Naik M (An empirical study on
Foreign Direct Investments Impact on
Economic Growth of India found that FDI has
a significant impact on the GDP of Indian
Economy.

Objective of the study

1. To analyse the trend of FDI in India.
2. To analyse the impact of FDI on Indian GDP

Research methodology

Data Source :Secondary Data is used for the
research. Secondary data has been

collected from various secondary sources such as
published reports RBI, department of

Industry Policy and Promotion.

Research Design :Descriptive Research design is
used for the study.

Data Analysis :

1. To analyse the trend of FDI equity inflow in
India

The trend of FDI inflows shows the positive trend
from 2014 — 2015.
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arch 2019.

FDI EQUITY INFLOWS

US $ Billions the launch of
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/___— 64.3 bn in the
: S increased by

2asing positive

Economic

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Table : 1 Shows the FDI inflows and its impact on GDP in India.

YEAR TOTAL GDP FDI GROWTH | GDP GROWTH | EDI AS
INVESTMENT RATE IN % RATE IN % % OF
GDP
2014 -15 449072 12467959 181.29 10.99 3.602
2015 -16 208579 13771874 -53.55 10.46 1.515
2016 -17 289394 15362386 38.75 11.55 1.884
2017 — 18 | 337684 17095005 16.69 11.28 1.975
2018 -19 212179 19010164 -37.17 11.20 1.116
Source : Handbook of Statistics on the Indian Findings :
Economy 2018 -19 N _
Table 1 Shows that the FDI inflows in India have 1. positive trend from 2014 - 2019. Itis a
increased at a higher rate from Rs. 449072 in the very positive signal for Indian
year 2014 — 15 to Rs. 212179 in the year 2018 - Economy.
19. Highest growth was recorded in the year i.e. 2. During study , | found that Developing
181.29 % and lower in the year 2015 -16 i.e. and deve|0ped countries are the most
53.55 %. GDP growth rate was highest in the year favourable destination and the FDI

2016 -17 i.e. 11.55 % and the GDP growth rate
was lower in the year 2015 -16 i.e. 10.46 %. It
found that the FDI as percentage of GDP was
highest in the year 2014 -15 i.e. 3.062 % and

trend is increasing in developing and
developed countries.
3. During study, I found that FDI has an

lower in the year 2018 -19 i.e. 1.116 %. It shows positive impact on tt_1e economic
that after 2014 -15 there was a fall in the FDI as a growth /GDP of India.
percentage of GDP.
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Conclusion :

The Trend rend of FDI in India is upward
speedily. Over the period of time India has
become the most favourite destination for the FDI
for most of developed and developing countries.
The growth rate of FDI in India was not so much
attractive but nowadays the trend of FDI in India
Is increasing speedily. The impact of FDI on
economic growth of India is very significant.

This study shows that,FDI has increased in India
after the launch of Make In

India. FDI inflow wasUS$45.1 bn in the year
2014 -15 increased to US $64.3 bn in

the year 2018 -19. Thus ,the FDI inflows
increased by 42.57 %. Thus it shows the
increasing positive trend from2014 to 2019.

GDP growth rate was highest in the year 2016 -17
I.e. 11.55 % and the GDP

growth rate was lower in the year 2015 -16 i.e.
10.46 %. It found that the FDI as

percentage of GDP was highest in the year 2014 -
15 i.e. 3.062 % and lower in the

year 2018 -19 i.e. 1.116 %. It shows that after
2014 -15 there was a fall in the FDI

as a percentage of GDP.

References

1. Adewumi, S., 2006. The Impact of FDI on
Growth in Developing Countries, pp. 15.

2. Alfaro, L., 2003. Foreign Direct
Investment and Growth: Does the Sector
Matter?, [Online] Available at:
http://www.51lunwen.org/UploadFile/org2
01101310901063260/20110131090106459
.pdf [Accessed 2 April 2012].

3. Ansari, M.S. and Ranga, M., 2010. India’s
Foreign Direct Investment: Current status,
issues and policy recommendations.
UTMS Journal of Economics, 1 (2), pp.1-
16.

4. Craigwell, R., 2006. Foreign Direct
Investment and Employment in the
English and Dutch-speaking Caribbean,
[Online]. Available at:
http://www.ilocarib.org.tt/cef/background

www.psychologyandeducation.net

10.

11.

12.

%20papers/FDI_.pdf [Accessed 4 April
2012].

Business Maps of India, 2010. Sectorwise
Analysis of FDI Inflow in India. [Online]
Available at:
http://business.mapsofindia.com/fdi-
india/sectors/ [Accessed 5 April 2012].

Dr AmpuHarikrishnan and Ms Shivani
(2018) Evaluation of FDI in India as a
Growth Engine of GDP in the Country, 4
th International Conference on
Advancement in Engineering, Applied
Science and Management (ICAEASM
2018) Indian Council of Social Science
Research , North West Regional Center |,
Punjab University Campus, Chandigarh,
India on 1st July 2018, pp. 363- 369.
Economy Watch, 2010. Foreign Direct
Investment (FDI). [Online] Available at:
http://www.economywatch.com/foreign-
direct-investment/ [Accessed 17 February
2012]

Hooda, S., 2011. Study of FDI and Indian
economy, [Online] pp. 114-115. Available
at:
http://www.nitkkr.ac.in/Sapna_Hooda_The
sis_A_Study_of FDI_and_Indian_Econo
my.pdf [Accessed 19 February 2012]
Investopedia, 2012. Kurtosis. [Online]
Available at:
http://www.investopedia.com/terms/k/kurt
osis.asp#axzzlrabZtxst [Accessed 8 April

2012].
Investopedia, 2012. Skewness. [Online]
Available at:

http://www.investopedia.com/terms/s/ske
wness.asp#axzzlrabZtxst [Accessed 8
April 2012].

Keshava, S.R., 2008. The effect of FDI on
India  and Chinese  Economy; A
comparative analysis, [Online] Available
at:
http://static.globaltrade.net/files/pdf/20100
311120742.pdf [Accessed 20 February
2012].

Jayaraman, T.K. and Singh, B., 2007.
Foreign Direct Investment and

1014



PSYCHOLOGY AND EDUCATION (2021) 58(5), ISSN 1553 - 6939

Article Received: 22th November, 2020; Article Revised: 26th March, 2021; Article Accepted: 26th April, 2021

13.

14.

15.

16.

17.

Employment Creation in Pacific Island
Countries: An empirical study of Fiji.
Asia-Pacific Research and Training
Network on Trade, [Online]. Working
Paper Series, no. 35. Available at:
http://www.unescap.org/tid/artnet/pub/wp3
507.pdf [Accessed 5 April 2012].

Majid Mahmoodi & Elahe Mahmoodi
(2016) Foreign Direct Investment, Exports
and Economic Growth: Evidence from
Two Panels of Developing Countries,
Economic Research-Ekonomska
Istrazivanja, Vol. 29, No. 1, 2016, pp.938—
949.

Mr. Abidhusain G. Kadiwala (2019)
Impact of FDI on GDP of India,
International ~ Journal of  Maktabah
Jafariyah, ISSN: 2581-4354.

Management Paradise, 2011. History of
FDI in India. [Online] Available at:
http://www.managementparadise.com/foru
ms/financial-managementfm/204590-
history-fdi-india.html [Accessed 20
February 2012]

Rizvi, S.Z.A. and Nishat, M., 2009. The
Impact of Foreign Direct Investment on
Employment Opportunities: Panel Data
Analysis, [Online] pp. 8. Available at:
http://www.pide.org.pk/psde/25/pdf/Day3/
Syed%20Zia%20Abbas%20Rizvi.pdf
Tilak Raj & Ashima Pahwa (2018), Impact
of Foreign Investments on Economic
Growth  of India,Research  Review
International Journal of Multidisciplinary,
Volume-03, Issue-12, December -2018,
pp. 52-57.

www.psychologyandeducation.net

1015


http://www.pide.org.pk/psde/25/pdf/Day3/Syed%20Zia%20Abbas%20Rizvi.pdf
http://www.pide.org.pk/psde/25/pdf/Day3/Syed%20Zia%20Abbas%20Rizvi.pdf

