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INFLUENCING FACTOR MOULDING INDIAN
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Prof. Bandarkar Yo chwant Shankar & Frof Sepricd 5
FOREIGN DIRECT INVESTMENT:
ECONOMY

Prof. Bandar
KonkanUnnatiMitraMandal’s. VasantraoNaik College of Ar

Kkar Yashwant Shankar' & Prof.Samel Shirish Chandrakant®
is, Commerce and Science, Mhasala Dist-

Raigad
It proves as elixir to the economy if

is given at proper time. If observation is made as regards the

they always take risk in inviting and raising FDI for their
good examples for

Introduction: Finance is a blood for economy of the Nation,

proportionate and proper dose of FDI
history of developing and developed country,
sclf-development. European countries as well as China, Taiwan, Singapore etc., are
taking shelter of Foreign Direct Investment and raise their cconomic prosperity. Any nation annct
develop itself, unless there is cooperation and helping hand from other nations. Push up is always
jump towards the progress and economic development. Modern Commerce always
reliance has its limits, 1t shrinks the development of the
India is a latccomer to FDI scene. Developing
ridge the gap of saving and investmeni.
Investment by non-resident entity persos
er schedule one of Foreign Exchange
de India) Rogulalion 2000. IME
ng in af

necessary for taking
upholds the theory of specialization. Self-
nation. As compared to other East Asian countries,
country always in need of FDI to boost up its ceconomy to b
About FDI: Forcign Direct Investment is defined as

in the capital of an Indian company und

of Security by a person resident outsi
uire a lasting interest in an enterprise operati

‘spurpose being to have an effective voice in the

resident of outside India.
Management ( Transfer or Issue
defines FDI as “Investment that is made to acq
cconomy other that of the investor. The investor
management of the enterprise (IMF 1977) EDI refers to an investment in foreign country that involves
some degree of control and participation in management. The FDI corresponds with the investment
undertaken by a multinational enterprisc in a foreign country. It should not be misconstrued with
portfolio investment, which is motivated by profit through financial investment and does not segk
FDI further may be distinguished into 1. Harizontal Foreign Investmens
In hanzontal Forcign Invesument , the investor invests his capital
foreign company producing the product which is produced in his home country. In vertical Forcign
investment , there are two types namely bac kward vertical investment and forward vertical investment
Backward Vertical Investment implies that the firms directly invest in a foreign country producs
intermediate goods that meant to be used as inputs in its domestic production process. Forward Vertica
Investment implics that the firm invests in a foreign country in producing the final stage goods &
assembly of the product to matket it dircety w the foreign buyers, There are two categories of
investment , direct investment and porttolic investment. Direct Investment implies that investment = .
followed by control. It implics an ownership share of at least 10 or 25% share, otherwise. It %
considered as portfolio investment and which is selely motivated by profit through financial investmens.
History: India has historical background relating ¢ FDI. From an ancient period, trade was establishicd
between Indiaand surrounding coumtries IR al period . Dutch, French, British from Eurepe.
established their colonies in India, Thev .o s:23 the.r brain and capital and founded the companies i
India. Indians also exported their geod: ther cosniries. This is a good example of Foreign Dire®
Investment. In that period there wa - sgong mechamsm based on legalisation as like presems
scenario. Globalization is the maw & =ic concept compriscs the coneepl of FDL In =0

opmnion FDI 1s a mean 10 materialize gote o

management control.
2.Vertical Foreign Investment:
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EDI and India: After gelting independence 16 {rtia
Zeveloped svstematically. In addition to tha
. Equality, Socialism and Secularism. India rejectad
~sncialism because it is a golden mean of these v wmane
¢ British. In this long period. India was robbst
prospe
down to 4.
tegan to decling prior to the onset of British ruiz i 2 e e
mentioned thal
45 the painstaking statistical work of the Cambr
share of world income collapsed from 22.6%in i ™
_ of the 20" century “The brightest
term of per capita income. It is the reality
political lcaders of that time. Socialism is the panac=s &
regionalism and inequality. This is
cioser to Russia and went away from America, two supiT:
Economic Position of India from 1947 to 1991:
forcign capital was one of fear and suspicious,
sxploitative role played by it in draining away resources from

& .
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fas shown. India’s
deed. at the beginning
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rity. Under the British rule, India's share
204 in 1950. India’s GDP (PPPy pe:

* There is no doubt that our gric
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people of India and
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Therefore, India came

the firm belief of Nerums™a :

At the nmid Ol DGR
Fiat on account of the previous
sm1s country. The suspicion and hostility
ssion in the Industrial Policy of 1948 which. though recognising the role of private foreign
on was nasessary in the national interest, Because
ot dissatisfied and as a result. the

Minister had to give following

5 was a nawuzal

found expre:
investment in the country emphasised that its regulati
of this attitude expressed in the 1948 Resolution, foreign capualists g
flow of imports of capital goods got obstructed. As a result the primie

assurance to the foreign capitalists in 1948.
1. Government cannol discriminate between foreig

ernment can minimise the restriction on earning profit.
Iy acquired, Government will pay compensation

1 and Indian capital. Equal treatment be given.

Gov
[f and when foreign enterpriscs are compulsori
on fair and equitable basis.

Despile the assurance by the government, there was no positive response given by Foreign Investors.
Until 1991, Indian government was Very conservative and cautious to allow to enter the foreign capital
ive year plans of India resembled central planning in the Sovict Union. Steel, Mining.
effectively nationalised in mid-1950. 1In 1969.
sc banks contained 85 %o of bank deposit in
er the basicand fundamental
lity of the Indian

in many fields. F
Machine Tools,

Fourtcen largest Commercial banksw
ally, The government of India tends to hold the control ov

nd. As much as possible, the foreign capital be avoided is the menta

Telecommunication, Insurance were
ere nationalised. The

the country.(Gener
sectors in their ha
government,

The period from
pankruptey. By 19
W4s 4 SCrious cconomic crisis.
credit and foreign exchange reserve had been reduced 10 s
three wecks' worth of imports, which led the Indian government to airlift national gold reserves as 2
pledge to the [nternatipnal Monctary Fund (IMF) in exchange for a loan to cover balance of payment
debt. This situation was crucial signalising “DO or DIE" for India. That time Prime M

and Finance Minister Dr.Manmohansingh these two personalities were the architect of giving
pencd up the door of Indian cconomy to Foreign Capital LPG was the buzz

verge of
1990, 1

1989 to 1991 was critical in India’s cconomic career. India was on the

85, India had started having balance of payments problems. By the end of
The government was close to default, lts central bank had refused new
uch a point that India could barely finance

inister Narshiarao

il

shape 0

India’s cconomy. They o

“Page 261
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word for India. LPG mean: i pziam, Bravatization and Globalization. In this context, situation &t
; .~ Ticers. Hong Kong. Singapore. South Chorea

adjacent countries arg 1o o
Taiwan. which underaent 7

high growth raie &

znd maintained exceptionally
| *century, all four had developed i®

ravy, By the caily 2
g in areas

oemnalised developed countries, specialisin
cading international financs
on technoloz:
es. China a

excess of 7% a you botwee

mamya ORI

advanced and high ncomc =ed
ntage. Hong Kong and Sinzapore have become world 1
1d leaders in manufacturing in formati
odels for many developing countri
Taiwan. South Chorea ar¢ the neighbo
On the contrary, China’s po
oned cloth

competitive adva
centres. Whereas South Rore
Their economic success sion
opened its economy in December 1978 Japan, Hong Kong.
countries of China. were making rapid deveiopment i their economy.
was difficult. Cinizens of C hina had to make do with barely sufficient food supplics. rati
ng and service sector that was inadequate and incfficient, These entire shortcoms
nternationally. lt is very important to consider the reasons and principles bet
program in cconomy is not to abandon communism but to make it work betier
market mechanisms in the system and by reducing not eliminats

2 and Taiwan are wor

es have served as role m

inadequate housi
embarrassed China 1
adopting the reform
substantially increasing the role of
government planning and direct control. :
Some important measures announced for promoting foreign investment in post — reform perisd:
(i.¢. the period since 1991)

1.In 1991, Government announced specified List of b
automatic permission was grante
100 per cent and many new industries hav

ligh technology and high investment priontEst

industrics, Wherein 4 for FDI up to 51 per cent. Limit was raiselh
re been added 1 @

from 51 to 74 and subsequently fo
list,

2 Empowered Board has been constituted (o negotiate with a number of large International Firms =
3 Hiring of foreign technicians and testing of indigenously developed technology abroad carief
required casc by case approval by Government. This involved unavoidable delay. This requireTiE
has been waived and thus no permissioi 15 NOW reguired for this purpose. ;
4.To hasten the progress in the ailing powet sector, the government allowed 100 per cent fore

equity for setting up power plants.
3.NIR Investment up Lo 100 % equity
hospitals, EOU’s. sick industries hotels etc..
6..Forcign Citizens of Indian Origin are now pert
permission of Reserve Bank of India.
7 Foreign Companies have been allowed to
8.100% FDI is permitted in oil refilling
9.100% FDI permitted for Business 1o Business e-commerce.
10, The defence industry sector has been opened up to 100 per cent for Indian private
participation with FDI permitted up e 26 per cent, subject 1o licensing.
Evaluation of FDI, GDP in India during 1991 to 2011-2012.
wnflow and-'it.j jmpact on (_ilw)i’.

The following table shows the postiten of FDI
Growth rate of | GDP Growth rate | FDI as 2

is allowed in export housc, trading house, star trading bt
nitted to acquire house property v

use their trade mark on domestic sales.

FDI inflow , | FDI Inflow
| GDP and | (in rupees FDE Inflow 1%e) | of GDP {%a) 1 percentage
| FDUGDP | crore) | | of GDP
Ratio in !
India : |
(199192 to |
5 S =

o012
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The above table shows the FDI inflow and GDP in India from the year 199} =92 10 2011-2012. The table
States thal India had showed a large amount FDI inflow. It showed that FDI inflow has been increased
from Rs. 409 crore in 191-92 1o Rs. 173947 crore in 201 1-2012. Due 10 technological up gradation ,
access 1o global managerial skif] and practices, optimal utilization of human and natural resources |
making Indian ceonomy  intemationally competitive | opening up expon markets, the Indian
Government has used many steps to aftract more FDJ.

FDI policy 2017 of the government of India,

LDIPP allowed 100 % FDy in Defence Sector where up to 49% is permitted under the automatic route
and beyond 49% is permitted under the gavernment route.

2.The sectorial cap in broad casting carriage services such as Telephones, DTH Cable Networks
(Digital) Mobile T.V, HITS hag been raised from 499 (o 100% automatic route,

3.With a view to aid ip modernization of the airports to establish a high standard , 100 FDI under
automatic route has been permitted.

4. 100% FDI under automatic route is permitted in respect of Foed Products, manufactured and /or
produced in India,
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