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=: -ment is widely regarded as a future accelerator for economic progress.
' ::tment comes in many forms, with foreign direct investment being one
.- ::evalent FDI determines the flow of capital across national borders in a

=. ;enerates the investor control over the assets acquired India seems to
.. =:rerging country that relies on FDI for economic growth and advance-
. :eapter investigates the notion of foreign direct investment, its ups and

- -rdia's FDI strategy.

:. . :reign Direct Investment, Economic Development

: lction
- * rnvestment are the soul of a country's economic development. Savings
:-:nt may be domestic or imported. Overseas money serves as a spur for
-r:ion and economic development in underdeveloped countries. Both the
.--,:;r and the host country beneflt from foreign capital flows. It generates
,-.-. home country by increasing commercial activities globally, while it
::oduction activities and domestic exports in the host country, ultimate-
,: economic progress. For India's economic development, foreign direct
-s the most important source of non-debt f,nancial resource. The steady
- DI into India, which is now permitted across a wide range of industries,
.:s the confldence that foreign investors have in the country's economy.
- Jovernment has built a conducive trade environment and has efflcient
- I,cy tools in place to ensure an uninterrupted intake of FDI.
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Foreign Direct Investment
"Foreign Direct Investment" is an expression used to designate an investment

by a foreign individual or company in the industrial capacity of another country

refers to the flow of funds across national borders in a way that the investor pre

control over the assets secured. The flow of foreign direct investment is

linked to a country's economic conditions. If the country's economy is in good sI

FDI inflows will be higher, and if the economy is in bad shape, FDI inflows vti

lower. FDI is def,ned as an investment made in order to gain a stable and

interest in businesses that operate outside of the investor's economy. It is a
cial investment as well as a technological, managerial, and intellectual com

investment. If an investment in a foreign enterprise generates a long-term inte:

is considered FDI. When an investor secures at Ieast 10% of a company's votinE

a permanent interest is developed. AII sources of foreign capital, apart from FD-

proven to be unsustainable and erratic. As a result, FDI outperforms other t1:

foreign capital.

Types of Foreign Direct Investment
Horizontal FDI

Horizontal FDI comprises funds invested in the same industry but in a foreigr
try. The investment will be undertaken in a foreign f,rm that manufactures i

goods in this case. For instance, Nike, a US-based company, may buy Puma, a

company. Both of these organizations are in the sportswear sector. As a r

known as horizontal Foreign Direct Investment.

Vertical FDI

The investment will be made in the supply chain rather than in a similar in

this circumstance Vertical FDI is when a foreign company invests in a
it may supply or sell to. Forward vertical FDI and backward vertical FDI are

of FDI. In the case of forward vertical FDI, the company will invest in
try's manufacturing facilities. Toyota, for example, purchased a car logisties

ny in the United Kingdom. The company will be closer to the market as a

f orward FDI. Backward vertical FDI, on the other hand, occurs when a com

a supplier or a potential supplier. For example, Hershey's, a chocolate com

ed in the United States, may consider investing in cocoa farmers in Brazil-

Conglomerate FDI:

Conglomerate FDI involves investments in a variety of different indu
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= possibility of expanding and diversifying into new sectors. Typically,
'ren demand for their core business begins to dwindle, forcing them to

= ,' endeavours in order to stay afloat walmart, a uS store, may, for exam-
-, l,,lercedes-Benz, a German automaker.

rr'i *-- -=. )rect inveshent Poliry of India (Effective from Ivlay e 201$:
. -- - ilan government launched a special and amended foreign direct invest-

- he Indian government's goal is to obtain and maximize FDI's develop-
:=:t and spin-offs. while the government seeks massive FDI inflows for

- = development, technological up gradation of Indian industry through
:-anufacturing investments, and projects with both the potential to create

. =:rployment opportunities, on March 3lst, 2010, the government released
---=i streamlined all foreign direct investment policies. In most sectors,
- -10 percent is permitted through the automatic route (which does not

: : - 1or government approval).Foreign investors who want to open branch-
-: project offlces would be subject to the Foreign Exchange Management

.. :lles. In India, FDI is forbidden in some categories such as the lottery,
. --: betting, chit funds, Nidhi flrms, and cigar, cheroot, and tobacco indus-

= :tany others.

.:.= .: Foreigrn Direct Investment flows to India: country-wise (us$ million)

Source: https://m rbi org in
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_-_:lstry 201s-16 2015-17 20L7-L8 2018-19 20L9-20

36,068 36,317 37,366 38,744 42,629

Country-wise Inflows

12,479 6,529 9,273 14,632 t2,672

7,452 13,383 13,41s 6,570 7,498

2,330 3,234 2,677 2,5t9 5,29s

=nds 440 49 1,140 863 3,496

4,r24 2,138 t,973 2,823 3,401

1,818 4,237 I,313 2,745 2,308

392 487 403 J/5 1,t67

;com 842 1,301 7t6 r,2tr t,r25
-:i 241 466 293 982 777

344 134 1,044 598 678



Benefits of Foreign Direct Investment:

Economic growth:

one of the most essentral features of FDI is that it helps a countly expand

cally. India's economy has beneflted from a signiflcant influx of foreign dire*"

ment (FDI) into various manufacturing sectors'

Business:

Foreign direct investment (FDI) has opened up a wide range of prospects

trade of products and services, both in terms of import and export produr

result of increased FDI inflows, numerous industries are producing highr

products

Employment and skill levels:

FDI has helped to create a number of job possibilities in India by assi

establishment of industrial units in a variety of industries.

from India, Particula::
know-how process rr

3[

I
t.

Technology diffusion and knowledge transfer:

FDI appears to aid in the outsourcing of knowledge

IT sector. It contributes to the development of India's

technological imProvement.

Linkage and spill over to domestic enterprises:

Through joint ventures and collaboration concerns, various international

now occupying a position in the Indian market'

Consumer Benefits:

As a result of increasing FDI, consumers will be able to save 5 to 10% on th=
es because items will be available at a lower cost and of superior quality

Constraints of Foreign Direct Investment

Investment in profitable area: Foreign investors only invest in profitable I

is one of the most signiflcant constlaints of FDI FDI somehow doesrlt bocs

the other prioritY sectors

short term investment:with the expansion of technology, flnancial markee

ally connected and funds can shift with the blink of an eyeto take advantale

est rate differentials between countries, the majority of investments ha-;-=

short-term, which causes a reduction in the confldence of local people'
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: - lf poor countries: Foreign investment has frequently been associated

-:ation of underdeveloped countlies, as well as a destination for dumb-

,._-ete technologies and equipment It also has an impact on the host
' ,:-lmy and control.

' - - -r,tural implications: Foreign investors contribute not just capital, but
. ,-:, values, habits, and way of life. The people of the host country grad-

. .-aves to outsiders'socio-cultural values.

-:-3n
. - ::otoriety as one of the most efflcient techniques of attracting funds

: ::.lrces The most potential advantages of FDI implementation are

.,-:gate productivity, increased employment possibilities, increased

I ---: tlansmission of technological advances between the investor and

. t-a s economy is one of the world's most promising emerging markets.

- =:onomic Policy in 1991, India began the process of soliciting foreign

=.: during2000s, India scaled unprecedented levels in terms of FDI.

- ': _tn of domestic capital and the enhancement of efflciency through

_ - ]1ew technology, marketing and managerial skills, innovation, and

. ,-= two major ways that FDI helps with the economic development of

i,.:es
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- :'st Countries. Economic Analysis. +S(S).ZS-+5.

.--- :org). Foreign Direct Investment inflows in India. )ournal of General

:::3rch. 6(I). 4I-53.

_rpra, Salman Ahmed Sheikh (zotz) etc. Impact of Foreign Direct Invest-

:--:, Growth: A case study of Pakistan. lournal of Management and Social

_ . :urana N. (zor3). Role of Foreign Direct Investment in Different Sectors.

. - n a1 of Advances in Management and Economics' z(t)' t4-t9'

_ r critical analysis of foreign direct investment inflows in India. Procedia

_. -.ural Science. 447-455.

:conomy - Yesterday, Today and Tomorrow EI


