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 The role of Foreign Direct Investment (FDI) plays a 
significant role in development of Indian economy. 

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

 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. 

Introduction:
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 Foreign Direct Investment (FDI) ( fons’kh izR;{k xqaro.kwd) ’ 

means investment by non-resident entity/person 
resident outside India in the capital of an Indian company

 Foreign Portfolio Investment (FPI) ( fons’kh Hkkx HkkaMoy

xqaro.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.

 Foreign Aid ( fons’kh lgk¸; )

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

Components of Foreign Capital 
( fons’kh HkkaaMoykps ekxZ)
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Sectors 2006-07 2007-08 2008-09 2009-10 2010-11

Sectoral shares (Percent)

Manufactures 17.6 19.2 21.0 22.9 32.1

Services 56.9 41.2 45.1 32.8 30.1

Construction, Real estate and 

mining

15.5 22.4 18.6 26.6 17.6

Others 9.9 17.2 15.2 17.7 20.1

Total 100.0 100.0 100.0 100.0 100.0

Equity Inflows (US$ billion)

Manufactures 1.6 3.7 4.8 5.1 4.8

Services 5.3 8.0 10.2 7.4 4.5

Construction, Real estate and 

mining

1.4 4.3 4.2 6.0 2.6

Others 0.9 3.3 3.4 4.0 3.0

Total Equity FDI 9.3 19.4 22.7 22.5 14.9

Trends in FDI Inflows to India:

Table 1: Equity FDI Inflows to India

Source: Department of industrial policy and Promotion: FDI statistic
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Sr.No Sector

Amount of FDI Inflows % of Total 
Inflows(In Rs. 

crore)
(In US$ 
million)

1 Services Sector* 42,101.98 17.32
2 Construction Development: 

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

112,916.36 24,028.19 9.88

3 Telecommunications 83,697.07 16,994.68 6.99
4 Computer Software & Hardware 67,693.78 14,125.19 5.81

5 Drugs & Pharmaceuticals 63,629.47 12,856.02 5.29
6 Automobile Industry 60,725.08 11,857.11 4.88
7 Chemicals (Other Than 

Fertilizers) 
48,641.77 10,229.69 4.21

8 Power 46,358.87 9,512.02 3.91
9 Metallurgical Industries 40,737.61 8,480.90 3.49

10 Hotel & Tourism 40,198.41 7,774.03 3.20

Table no.2
SECTORS ATRACTING HIGHEST FDI EQUITY INFLOWS 

(FROM APRIL, 2000 TO JANUARY, 2015)

Source: Department of industrial policy and Promotion: FDI statistic
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Advantages of FDI ( Qk;ns)
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Disadvantages of FDI ( rksVs )
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 The FDI trend in Indian Economy is moving in upward 
direction that too with the good speed.

 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

Conclusion: ( fu”d”kZ)


