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Abstract: Foreign Direct Investment (FDI) as a planned module of investment is needed by India for 

attaining the economic reforms and maintains the step of growth and development of the economy. The 

steps of FDI inflows in India originally were low due to monitoring policy framework but there is a sharp 

rise in investment flows from 2005 towards because of the new policy has broadened. The study tries to find 

out how FDI seen as an important economic substance of Indian economic growth by inspiring domestic 

investment, cumulative human capital formation and by facilitating the technology transfers. The foremost 

determination of the study is to investigate the impact of FDI on economic growth in India. 
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I. INTRODUCTION 

Foreign Direct Investment (FDI) is deposit flow between the countries in the form of inflow or outflow by which one 

can able to improvement some advantage from their investment whereas additional can deed the opportunity to improve 

the output and find out improved position through performance. The efficiency and effectiveness depends upon the 

investors awareness, if investment with the purpose of long term then it is underwrites positively towards economy on 

the other hand if it is for short term for the purpose of making income then it may be less important. Dependent on the 

industry sector and type of business, a foreign direct investment may be nice-looking and viable option. Any decision 

on investing is thus a combination of an assessment of internal resources, keenness, and market analysis and market 

prospects. The FDI may also affect due to the government trade barriers and policies for the foreign investments and 

leads to less or more real towards influence in economy as well as GDP of the economy. The studies try to find out the 

insinuations which affect the economic scenario and also measure the level of prevalence by the factors for economic 

contribution to India 

 

II. CONTEXTUAL BACKGROUND  

Later independence in India 1947, FDI amplified care of the policy makers for obtaining advanced technology and to 

assemble foreign exchange resources. In order to improvement the FDI inflows in the country Indian government 

letting frequent equity contribution to foreign enterprises apart from provides many inducements such as tax franchises, 

popularization of licensing events and de-reserving some industries like drugs, manures, aluminum etc. Further 

Government of India set up Foreign Investment Raise Board (FIPB) for dispensation of FDI proposals in India. The 

Board is the apex inter-ministerial body of the Central Government that deals with proposals relating to FDI into India 

for projects or sectors that do not succeed for automatic endorsement by the Reserve Bank of India (RBI) or are outside 

the limits of the present FDI policy. It could be observed that there has been a stable build up in the actual FDI inflows 

in the pre-liberalization period.  

Table : Share of top five investing countries in FDI inflows (financial year wise) 

Ranks Country 2021 – 2022  FDI Flows in  Percentage 

1 Singapore 27.01% 

2 USA 17.94 % 

3 Mauritius 15.98 % 

4 Netherland 7.86% 

5 Switzerland 7.31 % 

Table- shows the actual investment flows of top five countries during the period of 2021-2022.The FDI stock for this 

period from Singapore is the largest 27.01 percent. The other top four countries are USA, Mauritius, Netherland, 

Switzerland It implies that these top Five countries accounted for well over 75 percent of the FDI inflows during the 
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above period. The Mauritius which was not in the picture till 1992 has the Third highest growth rate because such 

investment is represented by the holding companies of Mauritius set up by the US firms. The reason behind the US 

companies have routed through Mauritius is the tax agreement between Mauritius and India specifies a dividend tax 

while the agreement between Indian and US specified a dividend tax. The growth of FDI gives chances to Indian 

industry for technological up gradation, gaining access to global managerial skills and practices, optimizing utilization 

of human and natural resources and competing internationally with higher efficiency 

 

III. REVIEW OF LITERATURE 

This section reviews the empirical studies on the relation between FDI and economic activities in India. One school of 

thought argued that FDI has a bad impact on the growth of India because FDI flows mostly towards the primary sector 

which basically promoted the less market value . Though another school of thought contended that FDI inflow into the 

core sectors is expected to play a energetic role as a source of capital, management and technology in countries 

transaction economies . In the relative study of FDI and economic growth for Indian and Canada found that India does 

not figure very much in the investment plans of Canadian firms due to lack of data of investment chances in India. To 

come advancing and enhancing Canadian FDI in India he suggested highlighted opportunities in India through 

publishing newssheet . Despite India offering a large domestic market and low labour costs due to restricted FDI 

government, high imports tariffs, exit barriers for firms, rigorouslabour laws, deprived quality infrastructure, central 

decision making processes and a very limited scale of export processing zones make India an unattractive investment 

location . However there have different views in this setting . The new economic liberalization policy in 1991 the FDI 

inflow in India in-depth in the last 30 years makes the country progress in both quantity and the way India attracted 

FDI. The study also finds out that R&D as a significant decisive factor for FDI inflows for most of the industries in 

India. According to 2005, United Nations Conference on Trade and Development report on world investment forecasts 

India has been ranked at the third place in global foreign direct investments in 2009 and will continue to remain among 

the top five attractive destinations for international savers 2010-117 . To sum up, it can be said that government should 

abridging and relaxing entry barriers for business activities and providing investor friendly laws and tax system for 

foreign investors. Somewhere, a restriction related to the track record of SubAccounts is also to be made on the 

investors who remove money out of the Indian stock market who have exploited with the help of participatory notes. 

We have to modernize and also have to save our culture. Similarly the laws should be such that it protects domestic 

investors and also indorse trade in country through FDI. 

 

IV. CONCLUSION 

Foreign Direct Investment (FDI) as a planned component of investment is needed by India for its sustained economic 

growth and development through creation of jobs, expansion of current industrial industries, short and long term project 

in the field of healthcare, education, research and development (R & D) etc. Government should initiative the FDI 

policy such a way where FDI inflow can be utilized as means of enhancing domestic manufacture, savings and exports 

through the equitable distribution among states by providing much freedom to states, so that they can attract FDI 

inflows at their own level. FDI can help to raise the output, productivity and export at the sectoral level of the Indian 

economy. However, it can have observed the result of sectoral level output, productivity and export is minimal due to 

the low flow of FDI into India both at the macro level as well as at the sectoral level. Consequently, for further opening 

up of the Indian economy, it is advisable to open up the export oriented sectors and higher growth of the economy could 

be achieved through the growth of these sectors. 
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