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Introduction:

R The role of Foreign Direct Investment (FDI) plays a
significant role in develoe%nt of Indian economy.

R Foreign Direct investment acts as a bridge to fulfill the
gap between investment and saving.

c® In the process of economic development foreign capital
helps to cover the domestic saving constraint and
provide access to the superior technology that promotes
efficiency and productivity of the existing production
capacity and generate new production opportunity.



Importance of Foreign Capital
(fons'kh HkkaMoykps egRo)

@ Sustaining high level of investment(AavEbIET I=d UIdel [2em)

LCD - industrilisation = r e high level of saving/invt.

The technological gap (A= &%)

Low level of equilibrium of trap — necessity of
importing technology — helps in filling up technological gap
through

1. provision of expert services 2. training of personnel of

the underdeveloped countries, 3. establishment of educational,
research & training institutions.



68 Uses of natural resources(-Af e A= 30T

R Undertaking the initial risk (Zp=arrn ArE™ ge)

Once industrializationstisted = initiative of foreign

capital = domestic industrial activity started

R Development of basic economic infrastructure (e =
J.:i J.EF‘{ o] "‘l El E,[,P_{)
Road & Transportation, electricity, irrigation etc.

R To solve BoP Problem (z@zrsiidle Fidesdr &Hl #0arie)



Components of Foreign Capital

Foreign Capital

Private Foreign

Investment Foreign Aid

Foreign Direct Foreign Portfolio
Investment Investment




Components of Foreign Capital
(fons’kh HkkaaMoykps ekxZ)
R Foreign Direct Investment (FDI) (fons'kh izR;{k xqaro.kwd) ’

R Foreign Portfolio Investment (FPI) (fons'kh Hkkx HkkaMoy
xgaro.kwd)

Foreign Portfolio Investment is the entry of funds into
a country where foreigners deposit money in a country's bank
or make purchases in the country's stock and bond markets,
sometimes for speculation.

o Foreign Aid (fons'kh Igk; )

money, food, or other resources given or lent by one
country to another.



Trends in FDI Inflows to India:
Table 1: Equity FDI Inflows to India

2006-07 2007-08 | 2008-09 2009-10 2010-11

Sectoral shares (Percent)

Manufactures 17.6 19.2 21.0 229 32.1
Services 56.9 41.2 45.1 32.8 30.1

Construction, Real estate and 15.5 224 18.6 26.6 17.6
mining
Others 99 17.2 15.2 17.7 20.1

Total 100.0 100.0 100.0 100.0 100.0

Equity Inflows (US$ billion)

Construction, Real estate and 1.4 4.3 4.2 6.0 2.6
mining

Others 0.9 33 3.4 4.0 3.0
Total Equity FDI 93 194 22.7 225 14.9

Source: Department of industrial policy and Promotion: FDI statistic



Table no.2
SECTORS ATRACTING HIGHEST FDI EQUITY INFLOWS
(FROM APRIL, 2000 TO JANUARY, 2015)

% of Total
Inflows

Amount of FDI Inflows

(In Rs. (In US$
crore) million)

Sector

Services Sector*®

Construction Development:
Townships, Housing, Built-Up
Infrastructure And
Construction-Development
Projects

Telecommunications

Computer Software & Hardware

Drugs & Pharmaceuticals
Automobile Industry
Chemicals (Other Than
Fertilizers)

Power

Metallurgical Industries
Hotel & Tourism

112,916.36

83,697.07
67,693.78

63,629.47
60,725.08
48,641.77

46,358.87
40,737.61
40,198.41

42,101.98
24,028.19

16,994.68
14,125.19

12,856.02
11,857.11
10,229.69

9,512.02
8,480.90
7,774.03

Source: Department of industrial policy and Promotion: FDI statistic




Chart No.1

SECTORS ATRACTING HIGHEST FDI EQUITY INFLOWS
(ER-O
(FROM-APRIL; 2000 TO JANUARY, 2015)——
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Advantages of FDI ( Qk;ns)

&R Economic growth of the country.

Mg&ammmﬁjgm@%capijipnmeUJevel T

and employment opportunities T
&R Spread of modern technology
by MNCs — transfer technology — domestic ind.
&R Induce more domestic investment
& Opened a wide spectrum of opportunities
both in terms of import and export
&R Superior quality products
& Employment and skill levels increases



Disadvantages of FDI (rksVs)

ar Special concessions to the foreign investors (fazst e fsm
cr Payment of dividends and%lty( CITHIST & Aol <=l o)

ar Distortion of economic structure ( e == )

suppression of domestic entrepreneurship — extension of
oligopolistic practices — neoimperialism and exploitation

e Political Interference (75 THE)

immense of financial & technical power — influence on decision
making process

= Defense of a country has faced risks ( HZ&I0ITAT Eﬁ‘:ﬁlC{':lUllfr‘_L_rl BIEDIE)



Conclusion: fu"d"kz

R The FDI trend in Indian Economy is moving in upward
direction that too with the good speed.

R Indian economy is one of the most promising investment
destination for most of the developed and developing
nations.

«® some extent FDI is essential for developing countries for
their development



