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The importance of the service sector in-India’s economy does not need highlighting. The
services sector accounts for over 55 percent of India’s Gross domestic Product.It growing by 10
percent annually, contributes about a quarter of total employment and over one-third of total exports
and then is growing at a fast clip.

What,however, should be emphasised is how do we sustain high growth of the services
economy. This is because ,the continued growth of the services sector is predicated on certain
reforms and these ,unfortunately,have all run into controversies,political difficulties and look
increasingly uncertain .No wonder ,Prof Kaushik Basu ,Chief Economic Advisor,has emphasised :
“To tap the full potential of the services sector ,policy reforms,the single one that can contribute
most to the further growth and maturing of India’s services sector is making it easier for foreign
direct investment in services . However, the issue has become intensely contested . let us look a little
into the details.

So far, the FDI windows into Services has been opened only slightly . Many areas of the
services sector are altogether out of bounds for the foreign direct investor . But,despite server
restrictions, the‘service sector has-attracted no less-than 44 percent-of the total FDI equity flows
between April 2000 and December ,2010 in only four-sectors, namely , financial and non-financial
services sector in the total equality flows will jump to 51 percent. Of these sectors, financial and
non-financial companies have attracted the largest FDI equality flow what a share of 21 percent.
Larger FDI flows can radically improve some of India’s critical services sectors and help
overcoming the challenges that are before India’s services economy today. The Economic Survey of
2010-11 has very clearly pointed out the challenges that are facing the service economy.

News areas for FDI

As mentioned already, vast areas of services economy are beyond FDI. One Such area is
railways. Indian railway system is government run and private investment in core railways system
which is ideally suited for a fast growing economy. Earlier Rakesh Mohan Committee on
infrastructure had recommended throwing up the entire railway sector open to private investment.

The finance ministry paper (2010) suggests allowing 26 percent foreign investment in railways
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which can help overcome the current drought in investment in the railways .Liberalization and
opening up to FDI can help in modernising the railway services.

Another area of transport Industry , namely shipping services could attract FDI and take
India to the status of a major maritime nation. Here ,while there are no policy issues regarding FDI
cap, domestic tax and rigid regulations like managing norm in India works as deterrents to the
foreign investor. India’s shipping tonnage is inadequate, accounting for a meagre 1.17 percent of
global registration. Because of virtually stagnant growth in the fleet, the share of Indian vessels in
carriage of India’s overseas trade has dropped from 40 percent in late 1980s to just about 9.5
percent in 2008-09. Indian shipping is currently subject  subjected to 12 direct and indirect taxes.
The tax structure needs to be rationalized at the earliest so as te make investment in shipping
services worthwhile.

It is one of the challenges before India’s services sector to broad base exports of services.
India can make forays into globally traded services such as accountancy,legal services, healthcare
and education services . The legal system in India, USA and Uk are all rooted in British common
law and this enables Indian lawyers to deal with legal business without much additional training .
Preparing and reviewing legal document, drawing up contracts and vetting these are some of the
areas where India can be a very cost efficient outsourcing location. Already, ‘legal process
outsourcing (LPO)’ has emerged as a new area. Unfortunately ,there are laws strictly forbidding
foreign law firms to enter the Indian law business space.As a result , Indian law firms also face
similar disabilities in the UK or US markets. Mutual recognition of law degrees and access to each
other’s lawyers could open up this market “for Indian law firms. In the same manner, healthcare and

educational sectors.could flourish through international linkages.

Conclusion

Unless the services sector growth quickens, India cannot attain the professed double digit
growth target.The varied problems and challenges of the service sector will have to be resolved in
this context. Attracting FDI and forging more effective international linkages are the key to this
objective. If there are policy obstacles, efforts should be made to overcome these in other ways. This

is important.
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Introduction :

This research paper aims to examine the impact of FDI on the Indian economy, particularly
after two decades of economic reforms, and analyzes the, challenges to position itself favourably in
the global competition for FDI. 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.

WHAT IS FDI?

Foreign direct investment (FDI) or foreign investment refers to the net inflows of investment
to acquire a lasting management interest (10 percent or more of voting stock) in an enterprise
operating in an economy other than that of the investor. It is the sum of equity capital,other long-
term capital, and short-term capital as shown in the balance of payments. It usually involves

participation in management, joint-venture, transfer of technology.and expertise.

Types of FDI:

There are two types of FDI: inward foreign-direct-investment and outward foreign direct
investment, resulting in. a net FDI inflow (positive-or negative) and “stock of foreign direct
investment”, which is the cumulative number for a given period. Direct investment excludes

investment through purchase of shares. FDI is one example of international factor movement.

Types
A foreign direct investor may be classified in any sector of the economy and could be any
one of the following:
e an individual;
e a group of related individuals;
e an incorporated or unincorporated entity;
® apublic company or private company;

e a group of related enterprises;
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e agovernment body;

e an estate (law), trust or other social institution; or

e any combination of the above.

The foreign direct investor may acquire voting power of an enterprise in an economy

through any of the following methods:

® Dby incorporating a wholly owned subsidiary or company

¢ Dby acquiring shares in an associated enterprise

¢ through a merger or an acquisition of anunrelated enterprise

® participating in an equity joint venture with another investor or enterprise...
Foreign direct investment incentives may take the following forms:

® Jow corporate tax and income tax rates

e tax holidays

e other types of tax concessions

e preferential tariffs

e gspecial economic zones

e EPZ - Export Processing Zones

¢ Bonded Warehouses

® Maquiladoras

® investment financial subsidies

¢ soft loan or loan guarantees

e free land orland subsidies

¢ relocation & expatriation subsidies

® job training & employment-subsidies

¢ infrastructure subsidies

e R&D support

e derogation from regulations (usually for very large projects)

Pondering Over Foreign Direct Investments in India:

Starting from a baseline of less than $1 billion in 1990, a recent UNCTAD survey projected
India as the second most important FDI destination (after China) for transnational corporations
during 2010-2012. As per the data, the sectors which attracted higher inflows were services,
telecommunication, construction activities and computer software and hardware. Mauritius,

Singapore, the US and the UK were among the leading sources of FDI.
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Impact on 51% FDI on India

The decision to hold back FDI in multi-brand retail will have a strong impact on the domestic
and foreign investor sentiment, another chamber, the Confederation of Indian Industry (CII), said in
a release. “We firmly hope that this would not be a rollback and a quick consensus is reached,” CII
Director General Chandrajit Banerjee said.

Describing the volte face as a case of “missed opportunity”, Assocham Secretary General D
S Rawat said, “It will send a very negative message to foreign investors.”

Rawat said FDI in multi-brand retail could have created over 10 million jobs in three years,
curbed wastage of farm products and benefited farmers through better prices for their produce.
FICCI urged the government to move ahead with this progressive reform and proposed solutions like
considering a maximum of 49 per cent FDI in multi-brand retail and increasing the percentage of
sourcing from the small scale sector, which was proposed to be fixed at a minimum 30 per cent. The
government was forced to put its decision to allow FDI in multi-brand retail on hold in view of stiff

opposition from UPA ally Trinamool Congress and other political parties.

A thought on Current Indian Market Situation:

Retailing in India is one of the pillars of its economy and accounts for about 15% of its GDP.
The Indian retail market is estimated to be US$ 450 billion and one of the top five retail markets in
the world by economic value.

Organised retailing, absent in most rural and small towns of India in 2010, refers to trading
activities undertaken by licensed retailers, that is, those who are registered for sales tax, income tax,
etc. These include the publicly-traded supermarkets, corporate-backed hypermarkets and retail
chains, and also the privately owned large retail businesses. Unorganised retailing, on the other
hand, refers to the traditional formats of low-cost retailing, for example, the local mom and pop
store, owner manned general stores, paan/beedi shops, convenience stores, hand cart and pavement
vendors, etc

Supermarkets and similar organized retail accounted for just 4% of the market in 2008. Until
recently, regulations prevented most of the foreign investment in retailing. Some retails faced
complying with over thirty regulations such as “signboard licences” and “anti-hoarding measures”
before they could open doors. There are taxes for moving goods to states, from states, and even
within states in some cases. However, the Indian government has been opening the retail market and
simplifying regulations. In November 2011, Indian central government announced major reforms
paving way for giants such as Walmart, Carrefour and Tesco, as well single brand majors such as
IKEA, Nike, and Apple to enter one of the fastest growing retail market of 1.2 billion people. This

announcement immediately caused intense activism — both in opposition and in support — within
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India. On 7 December 2011, Indian government conceding to the opposition, announced it is
suspending the retail reforms till it reaches a consensus.

Most Indian shopping takes place in open markets or millions of small, independent grocery
and retail shops. Shoppers typically stand outside the retail shop, ask for what they want, and cannot
pick or examine a product from the shelf. Access to the shelf or product storage area is limited. Once
the shopper requests the food staple or household product they are looking for, the shopkeeper goes
to the container or shelf or to the back of the store, brings it out and offers it for sale to the shopper.
Often the shopkeeper may substitute the product, claiming that it is similar or equivalent to the
product the consumer is asking for. The product typically has no price label in these small retail
shops; although some products do have a manufactured suggested retail price (MSRP) pre-printed on
the packaging. The shopkeeper prices the food staple and household products arbitrarily, and two
consumers may pay different prices for the same product on the same day. Price is sometimes
negotiated between the shopper and shopkeeper. The shoppers do not have time to examine the

product label, and do not have a choice to make an informed decision between competitive products.

Growth after 2011

Before 2011, India had prevented innovation and organized competition in its consumer
retail industry. Several studies claim that the lack of infrastructure and competitive retail industry is
a key cause of India’s persistently high inflation. Furthermore, because of unorganized retail, in a
nation where malnutrition remains a serious problem, food waste is rife. Well over 30% of food
staples and perishable goods produced in India spoils because poor infrastructure and small retail
outlets prevent hygienic storage and movement of the goods from the farmer to the consumer.

One report estimates the 2011 Indian retail market as generating sales of about $470 billion a
year, of which a miniscule $27 billion comes from organized retail such as supermarkets, chain
stores with centralized operations and shops in malls. The opening of retail industry to free market
competition, some claim will enable rapid growth in retail sector of Indian economy. Others believe
the growth of Indian retail industry will take time, with organized retail possibly needing a decade to
grow to a 25% share. A 25% market share, given the expected growth of Indian retail industry
through 2021, is estimated to be over $250 billion a year: a revenue equal to the 2009 revenue share
from Japan for the world’s 250 largest retailers.

The Economist forecasts that Indian retail will nearly double in economic value, expanding
by about $400 billion by 2020. The projected increase alone is equivalent to the current retail market
size of France.

In 2011, food accounted for 70% of indian retail, but was under-represented by organized

retail. A.T. Kearney estimates India’s organized retail had a 31% share in clothing and apparel,
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while the home supplies retail was growing between 20% to 30% per year. These data correspond to

retail prospects prior to November announcement of the retail reform.

Conclusion:

It is observed, by and large, that holding the extent of foreign presence constant, financially
well-developed economies experience growth rates that are almost twice those of economies with
poor financial markets.

Further, the increases in the share of FDI or the relative productivity of the foreign firm leads
to higher additional growth in financially developed economies compared to those observed in
financially under-developed ones.

Furthermore, it is also observed that other local conditions such as market structure and
human capital are also important for the effect of FDI on economic growth.
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INTRODUCTION

Foreign Direct Investment (FDI) is a type of investment in to an enterprises in a country by
another enterprises located in another country bysbuying a-company in the target country or by
expanding operations of an existing business i that country. In the era of globalization FDI takes
vital part in the development of both developing and .underdeveloped countries. FDI has been
associated with improved economic growth and development in the host countries which has led to
the emergence of global competition to attract FDI.

FDI offers number of benefits like overture of new technology, innovative products, and
extension of new markets, opportunities of employment and introduction of new skills etc., which
reflect in the growth of income of any nation.

Foreign direct investment is one of the measures of growing economic globalization.
Investment has always been an issue for the developing economies such as India. The world has
been globalizing and all the countries are liberalizing their policies for welcoming investment from
countries which are abundant in capital resources. The countries which are developed are focusing
on new markets where there is availability of abundant labors,“scope for products, and high profits
are achieved. Therefore-Foreign Direct Investment ‘(FDI) has become a battle ground in the
emerging markets.

Foreign investment plays a significant'role-in-development of ‘any economy as like India.
Many countries provide many incentives for attracting the foreign direct investment (FDI). Need of
FDI depends on saving and investment rate in any country. 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 promote efficiency and productivity of the existing production capacity and generate
new production opportunity.

India’s recorded GDP growth throughout the last decade has lifted millions out of poverty &
made the country a favoured destination for foreign direct investment. A recent UNCTAD survey
projected India as the second most important FDI destination after China for transnational
corporations during 2010-2015. Services, telecommunication, construction activities, computer

software & hardware and automobile are major sectors which attracted higher inflows of FDI in
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India. Countries like Mauritius, Singapore, US & UK were among the leading sources of FDI in
India.

FDI inflow routes: An Indian company may receive Foreign Direct Investment under the two routes

as given under:

1. Automatic Route: FDI in sectors /activities to the extent permitted under the automatic route
does not require any prior approval either of the Government or the Reserve Bank of India.

2. Government Route: FDI in activities not.covered under the automatic route requires prior
approval of the Government which are considered by the Foreign Investment Promotion

Board (FIPB), Department.of Economic Affairs, and Ministry of Finance

FDI is not permitted in the following industrial sectors: Arms and ammunition.
< Atomic Energy,

Railway Transport.

o
%

X/
°

Coal and lignite.

7
L X4

Mining of iron, manganese, chrome, gypsum, sulphur, gold, diamonds, copper, zinc.

7
L X4

Lottery Business

X/
°

Gambling and Betting
Business of Chit Fund

Housing and Real Estate business.

7 X/
L X X4

7
L X4

Trading in Transferable Development Rights (TDRs).

X/
L X4

Manufacture” of cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco
substitutes.

< Agricultural (excluding Floriculture, Horticulture, Development of seeds; Animal Husbandry,
Pisciculture and cultivation of vegetables, mushrooms, etc. under controlled conditions and
services related to agro and allied sectors) and Plantations activities (other than Tea

Plantations).

FDI POLICY FRAME WORK IN INDIA

Policy regime is one of the key factors driving investment flows to a country. Apart from
underlying overall fundamentals, ability of a nation to attract foreign investment essentially depends
upon its policy regime - whether it promotes or restrains the foreign investment flows.
This section undertakes a review of India’s FDI policy framework. There has been a sea change in
India’s approach to foreign investment from the early 1990s when it began structural economic

reforms about almost all the sectors of the economy.
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a) Pre-Liberalisation Period:

Historically, India had followed an extremely careful and selective approach while
formulating FDI policy in view of the governance of ,,import-substitution strategy” of
industrialisation. The regulatory framework was consolidated through the enactment of Foreign
Exchange Regulation Act (FERA), 1973 wherein foreign equity holding in a joint venture was
allowed only up to 40 per cent. Subsequently, various exemptions were extended to foreign
companies engaged in export oriented businesses and high technology and high priority areas
including allowing equity holdings of over 40 per cent. Moreover, drawing from successes of other
country experiences in Asia, Government not only established special economic zones (SEZs) but
also designed liberal policy and previded incentives for promoting FDI in these zones with a view to
promote exports.

The announcements of Industrial Policy (1980 and 1982) and Technology Policy (1983)
provided for a liberal attitude towards foreign investments in terms of changes in policy directions.
The policy was characterised by de-licensing of some of the industrial rules and promotion of Indian
manufacturing exports as well as emphasising on modernisation of industries through liberalised
imports of capital goods and technology. This was supported by trade liberalisation measures in the
form of tariff reduction and shifting of large number of items from import licensing to Open General
Licensing (OGL).

b) Post-Liberalisation Period:

A major shift occurred when India embarked upon  economic liberalisation and reforms
program in 1991 aiming to raise its growth potential and integrating with the world economy.
Industrial policy reforms slowly but surely removed restrictions on investment.projects and business
expansion on the one hand and allowed increased access to foreign technology and funding on the
other. A series of measures that were directed towards liberalizing foreign investment included
1) Introduction of dual route of approval of FDI-RBI*s automatic route and Government’s approval
(SIA/FIPB) route.

2) Automatic permission for technology agreements in high priority industries and removal of
restriction of FDI in low technology areas as well as liberalisation of technology imports.

3) Permission to Non-resident Indians (NRIs) and Overseas Corporate Bodies (OCBs) to invest up to
100 per cent in high priorities sectors.

4) Hike in the foreign equity participation limits to 51 per cent for existing companies and
liberalisation of the use of foreign “brands name”.

5) Signing the Convention of Multilateral Investment Guarantee Agency (MIGA) for protection of
foreign Investments.

These efforts were boosted by the enactment of Foreign Exchange Management Act
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(FEMA), 1999 [that replaced the Foreign Exchange Regulation Act (FERA), 1973] which was less
stringent. In 1997, Indian Government allowed 100% FDI in cash and carry wholesale and FDI in
single brand retailing was allowed 51% in June, 2006. After a long debate, further amendment was
made in December, 2012 which led FDI to 100% in single brand retailing and 51% in multiple brand
retailing.

CURRENT STATUS OF FDI IN RETAIL SECTOR:-
As of June 2015, the Government of India-allowed FDI in single and multi brand retailing

along with the following conditions:-

1) Up to 100% FDI in single brand retail trading.

"1 By only one non-resident entity whether owner or the brand or otherwise.

'] 30% domestic sourcing requirement eased to preferable sourcing rather than compulsory.

'] Further clarification on FDI companies that cannot engage in B2C e-commerce.

'] Products to be sold should be of a “single brand”. Product should be sold under the same brand
internationally.

"1 “Single brand” product retailing would cover only products, which are branded during
manufacturing.

2) Up to 51% FDI in multi brand retail trading.

1 Atleast 100 million US$ must be invested into Indian company.

'] At least 50% of the total FDI is to beinvested in back end infrastructure within 3 years.

'] At least 30% of the value of procurement of processed product shall be sourced from Indian

small industry.

I Fresh agriculture produce.is permitted to be sold unbranded.

'] Indian states have been given the discretion to accept of refuse the implementation of FDI.

'] Retail outlets can be set up in cities having population of at least 1 million.

| Application needs to be approved by two levels at Department of Industrial Policy and Promotion
and Foreign Investment Promotion Board.

CURRENT STATUS OF FDI IN SERVICE SECTOR:-
FDI plays a major role in the dynamic growth of the service sector. The service sector in
India has tremendous growth potential and as a result it attracts huge FDI.
'] The Computer Software and Hardware enjoy the permission of 100% FDI under automatic route.
'} The limit of FDI in Telecom sector was increased from 49% to 74%. FDI up to 49% is
permissible under automatic route but FDI in the licensee company/Indian promoters including
their holding companies shall require approval of FIPB.
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FDI INFLOWS IN INDIA
Economic reforms introduced in India since 1991 has resulted in an acceleration in the flow
of foreign investment in the country. Accordingly India has been experiencing a continuous flow of

foreign direct investment in recent years.The following table shows a clear picture about the actual

inflows
Year-Wise FDI Inflows Data (Us $ Million)
Year Total Cum FDI Annual Growth Rate

inflow@ (AGR)
2005-06 8961 48%
2006-07 22826 155%
2007-08 34835 53%
2008-09 41873 20%
2009-10 37745 -10%
2010-11 34847 -8%
2011-12 46556 34%
2012-13 34298 -26%
2013-14 36396 6%
2014-15 (April & Ma
ot (Ap . 8011

Source:www.dipp.nic.in

PROBLEMS FOR LOW FDI FLOW-TO INDIA:-

India seems to be suffering from a host of self-imposed restrictions and problems regarding
opening its markets completely too global investors by implementing full scale economic reforms.
Some of the major impediments for India’s poor performance in the area of FDI are: political
instability, poor infrastructure.

1. Lack of adequate infrastructure: It is cited as a major hurdle for FDI inflows into India.
This bottleneck in the form of poor infrastructure discourages foreign investors in investing
in India.

2. Stringent labor laws: Large firms in India are not allowed to retrench or layoff any workers,
or close down the unit without the permission of the state government. These laws protect the
workers and thwart legitimate attempts to restructure business.

3. Corruption: The combination of legal hurdles, lack of institutional reforms, bureaucratic
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decision-making and the allegations of corruption at the top have turned foreign investors
away from India.

4. Lack of decision making authority with the state governments: The reform process of
liberalizing the economy is concentrated mainly in the Centre and the State Governments are
not given much power. In most key infrastructure areas, the central government remains in
control.

5. Limited scale of export processing zones: India’s export processing zones have lacked
dynamism because of several reasons, -such as their relatively limited scale; the
Government’s general ambivalence about attracting FDI; the unclear and changing incentive
packages attached to the zones; and the power of the central'government in the regulation of
the zones.

6. High corporate tax rates: Corporate tax rates in East Asia are generally in the range of 15
to 30 percent, compared with a rate of 48 percent for foreign companies in India. High
corporate tax rate is definitely a major disincentive to foreign corporate investment in India.

7. Indecisive government and political instability: There were too many anomalies on the
government side during past two decades and they are still affecting the direct inflow of FDI
in India such as mismanagement and oppression by the different company, which affect the
image of the country and also deject the prospective investor, who is very much conscious

about safety and constantireturn on their investment.

DETERMINANTS OF FDI:

The determinant varies from one country to another due their unique characteristics and
opportunities for the potential-investors. In specific the determinants of FDI in India are:

1) Stable policies: India stable economic and socio policies have attracted investors across
border. Investors prefer countries which stable economic policies. If the government makes
changes in policies which will have effect on the business.

2) Economic factors: Different economic factors encourage inward FDI. These include interest
loans, tax breaks, grants, subsidies and the removal of restrictions and limitation.

3) Cheap and SKkilled labour: There is abundant labour available in India in terms of skilled
and unskilled human resources. Foreign investors will to take advantage of the difference in
the cost of labour as we have cheap and skilled labours.

4) Basic infrastructure: A sound legal system and modern infrastructure supporting an
efficient distribution of goods and services in the host country.

5) Unexplored markets: In India there is enormous potential customer market with large

middle class income group who would be target group for new markets.
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6) Availability of natural resources: As we that India has large volume of natural resources
such as coal, iron ore, Natural gas etc. If natural resources are available they can be used in

production process or for extraction of mines by the foreign investors.

NEED FOR FDI IN INDIA
The flow of FDI in India from across the world will help in acquiring the funds at cheaper

cost, better technology, employment generation, and upgraded technology transfer, scope for more

trade, linkages and spillovers to domestic firms. The following arguments are advanced in favour of
foreign capital.

1) Sustaining a high level of investment: As all the under-developed and the developing
countries want to industrialize and develop themselves, therefore it becomes necessary to
raise the level to investment substantially

2) Technological gap: In Indian scenario we need technical assistance from foreign source for
provision if expert services, training. of Indian personnel and educational, research and
training institutions in the industry.

3) Exploitation of natural resources: In India we have abundant natural resources such as
coal, iron and steel but to extract the resources we require foreign collaboration.

4) Understanding the initial risk: In developing countries as capital is a scare resource, the
risk of investments in new,_ventures or projects for industrialization is high. Therefore foreign
capital helps in these investments-which require high risk.

5) Development of basic economic infrastructure: FDI will help in developing the
infrastructureé by establishing firm’s different parts of the country. There are special
economic zones which-have been developed by government for improvising the industrial
growth.

6) Improvement in the balance of payments position: The inflow FDI will help in improving
the balance of payment. Firms which feel that the goods produced in India will have a low
cost, will produce the goods and export the same to other country.

7) Foreign firm’s helps in increasing the competition: Foreign firms have always come up
with better technology, process, and innovations comparing with the domestic firms. They
develop a completion in which the domestic firms will perform better it survive in the
market.

MAJOR IMPEDIMENTS:
The major impdeterrents to larger flows of FDI to India are listed below:

1) Weak infrastructure: Infrastructural bottlenecks continue to be a major cause of concern in
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India. When it comes to competition, India doesn’t stand against other emerging markets in
terms of ports, roads, skills sets, education etc.

2) Complicated tax structure: Stability and transparency in tax regime along with clarity in
tax laws can have far reaching impact on investments in any country. The taxation policies in
India remain inherently complex despite the fact that government has taken several steps to
simplify and redesign it. In the recent years, India has witnessed several tax disputes with
respect to cross border transactions involving big MNCs.India’s indirect tax regime is also
very complex, imposing several taxes such as.central sales tax, VAT, service tax, central
excise duty, octroi etc.

3) Restrictive labor laws: India is" known worldwide for its stringent and rigid labor laws and
over- regulated labor market. Over the years, Indian government has enacted a large number
of legislations to protect the interests of labor covering different aspects namely fixation and
revision of wages, worker’s health and safety, mode of payment of wages, payment of
compensation in the event of industrial accident, provision of social security such as
provident fund, gratuity, insurance and so on. Indian economy has turned highly inflexible
due to these laws. These laws contain strict rules regarding overtime and imposes financial
obligation on the employer upon worker retrenchment.

4) Bureaucracy, regulations and corruption: Yet another handicap that India suffers from is
bureaucracy, red tapism ‘and corruption. Many a times, the FPI approvals are kept pending
for months that prompts the investor to drop out. With respect to FDI policies, even though
several liberalization measures have been undertaken by the government but FDI regulations
continue to.rémain restrictive as compared to many other nations. Again, corruption in India
is rampant where; licenses, clearances, and contracts'are given not on merit basis but based
on bribes. Uncertain government policies and frequent changes in them, inefficient
administrative, overlapping jurisdictions, excessive governance increases.the transaction

costs for companies making India a less preferred destination.

There are two types of implications i.e. positive and negative as per following:
0 Positive Implications:
a) FDI provides capital which is usually missing in the target country-Long term capital is

suitable for economic development.

b) Foreign investors are able to finance their investments projects better and often cheaper.
c) Foreign corporations create new workplaces.
d) FDI bring new technologies that are usually not available in the target country-There is

empirical evidence that there are spill-over effects as the new technologies usually spread
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beyond the foreign corporations.

e) Foreign corporations provide better access to foreign markets-Ex. Foreign corporations can
provide useful contacts even for their domestic subcontractors.

f) Foreign corporations bring new know-how and managerial skills into the target country-
Again, there is a spill-over effect — as people leave the corporations they leave with the
knowledge and know-how they accumulated.

g) Foreign corporations can help to change the economic structure of the target country- With a
good economic strategy governments can-attract companies from promising and innovative
sectors.

h) “Crowding in” effect-The foreigh corporations often bring additional investors into the target
country (ex. their usual subcontractors).

1) Foreign corporations improve the business environment of the target country-Ethical

business or rules of conduct.

1) Foreign corporations bring new “clean” technologies that help to improve the environmental
conditions.

k) Foreign corporations usually help increase the level of wages in the target economy.

1) Foreign corporations ‘usually have a positive effect on the trade balance.

0 Negative Implications:

a) Foreign corporations may buy a local company in order to shut it down (and gain monopoly

for example).

b) “Crowding.out” effect- We can see this effect if the foreign corporations target the domestic
market and domestic corporations are not able to compete with these corporations.

C) Foreign corporations may cut working positions (privatization deals or M&A transactions).

d) Foreign corporations have a tendency to use their usual suppliers which can.lead to increased
imports (no problem if the production is export driven).

e) Repatriation of the profits can be stressful on the balance of payments.

f) The high growth of wages in foreign corporations can influence a similar growth in the
domestic corporations which are not able to cover this growth with the growth of
productivity- The result is the decreasing competitiveness of domestic companies.

g) Missing tax revenues- If the foreign corporations receive tax holidays or similar provisions.

h) The emergence of a dual economy- The economy will contain a developed foreign sector and
an underdeveloped domestic sector.

1) Possible environmental damage.
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O SUGGESTIONS FOR INCREASE IN FDI :-

1) Flexible labour laws needed: In India the manufacturing sector can grow if infrastructure
facilities are improved and labour reforms take place. The country should take initiatives to
adopt more flexible labour laws.

2) Re look at sectoral caps: Though the Government has hiked the sectoral cap for FDI over
the years, it is time to revisit issues pertaining to limits in such sectors as coal mining,
insurance, real estate, and retail trade, apart from the small-scale sector. There is need to
improve SEZs in terms of their size, road and port connectivity, assured power supply and
decentralized decision-making.

3) Geographical disparities of fdi should be removed: The issues of geographical disparities
of FDI in India need to address on priority. Many. states are making serious efforts to
simplify regulations for setting up and operating the industrial units. However, efforts by
many state governments are still not encouraging.

4) Promote Greenfield projects: India’s volume of FDI has increased largely due to Merger
and Acquisitions (M&As) rather than large Greenfields projects. Business friendly
environment must be created on priority to attract large Greenfields projects. Regulations
should be simplified so that realization ratio is improved FDI.

5) Develop debt market: India has a well developed equity market but does not have a well
developed debt market. “Therefore it is said that countries with well-developed financial
markets tend to benefits significantly from FDI inflows.

6) Education sector should be opened to FDI: India has a huge pool of working population.
However, due to poor quality primary education and higher educationy: there is still an acute
shortage of talent. FDILin. Education Sector 1s lesser than one percent.

7 Strengthen research and development in the country: India should consciously work
towards attracting greater FDI into R&D as a means of strengthening the country’s

technological prowess and competitiveness.

CONCLUSION

FDI in India has a significant role in the economic growth and development of India. FDI in
India to various sectors can attain sustained economic growth and development through creation of
jobs, expansion of existing manufacturing industries. The inflow of FDI in service sectors and
construction and development sector, from April, 2000 to June, 2015 attained substantial sustained
economic growth and development through creation of jobs in India.

Computer, Software & Hardware and Drugs & Pharmaceuticals sector were the other sectors
to which attention was shown by Foreign Direct Investors (FDI). The other sectors in Indian
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economy the Foreign Direct Investors interest was, in fact has been quite poor.

FDI has helped to raise the output, productivity and employment in some sectors especially
in service sector. Indian service sector is generating the proper employment options for skilled
worker with high perks. On the other side banking and insurance sector help in providing the
strength to the Indian economic condition and develop the foreign exchange system in country.

FDI is always helps to create employment in the country and also support the small scale
industries also and helps country to put an impression on the world wide level through liberalization

and globalization.
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FDI IN TOURISM SECTOR IN INDIA

Dr. Patil Nayana Bhimrao,
Arts, Commerce & Sci College,
Trimbakeshwar.

Abstract

FDI in India has been an integral component of economic development strategy in post
globalization and liberalization phase.- FDI iis.wvery important for generating employment
opportunities, increasing the standard of life, - introducing new and advanced technology,
increasing foreign exchange of the country and sustainability. Tourism is a key sector earning
foreign exchange for Indian economy and contributing significantly to GDP. It is working as a
harbinger of 'more inclusive growth' in India by promoting other industries inside the economy
through backward and forward linkages and generating employment in various sectors such as
hospitality, travel, and entertainment. Moreover, it is fulfilling long-lasting socio-economic
objectives of Indian economy by integrating the people at national level and creating international
sensitivity. Given the role of travel & tourism sector in 'inclusive growth', the Indian government
has taken varied initiatives for stimulating domestic and international investments in this sector.
Considering this, the present paper aims to illustrate the present status and contribution of
Foreign Direct Investment (FDI) in facilitating tourism in India, and highlight the issues that

deserve attention of policy makers for-achieving inclusive growth through tourism sector.

Keywords: FDI, GDP, FII, Travel & Tourism, Inclusive Growths.foreign exchange.

Foreign direct investment (FDI) is flows of capital from one nation to another nation in
exchange for significant ownership in domestic companies or domestic assets. There are two types
of foreign direct investments (FDI) that play a very important role in the growth of economy; foreign
direct investment (FDI) and Foreign Institutional Investment (FII). FDI is investment of foreign
assets into domestic structures, assets, equipment’s and organizations. FDI inflows are into the
primary market and do not include foreign investments into the stock markets. It is a long term
investment and is used by the developing countries as a source of their economic development,
productivity growth to improve balance of payments and employment generation. Its aim is to
increase the productivity by utilizing the resources to their maximum efficiency. Exit is relatively
difficult in this phenomenon. Foreign Institutional Investments (FII) denotes all those investors or

investment companies that are not located within the territory of the country in which they are
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investing. It is generally a short term investment and invests only the financial assets. FII inflows are
only into the secondary market (stock exchanges) with an aim to increase the capital inflows. Exit is
relatively easier in FIIL.

Approach/Methodology :

This study adopts descriptive approach to carry out the research work and employs secondary
sources to collect data such as World Tourism Organization Reports, World Economic Forum's
Travel and Tourism Competitiveness Report (TTCR), World Travel and Tourism Council (WTTC)'s
research reports.

According to World Travel and Tourism Council (WTTC) annual report 2014, every $1
million in travel and tourism spending in India generates $1.3 million in GDP. It has been working
as a harbinger of 'more inclusive growth' in India by promoting other industries inside the economy
through backward and forward linkages and generating employment in various sectors such as
hospitality, travel, and entertainment. According to WTTC, the Indian tourism industry can create
about 40 million jobs by 2019. Moreover, it has been fulfilling long-lasting socio-economic
objectives of Indian economy by integrating the people at national level and creating international
sensitivity. Foreign direct investment (FDI) has been considered as a key for faster economic growth
and development given its potential to increase productivity, generate employment opportunities,
expansion of infrastructure facilities and development of domestic competitiveness. Indian
government has undertaking several financial and fiscal reforms to attract foreign investors.
Resulting to these reforms, FDI not only escalated in quantum but its composition has also changed
tremendously.

FDI Equity Inflows in Hotel & Tourism
(January 2000 to December 2013)

Amount % Share of Total
Sectors .
(US Million) FDI Inflows
Hotel & Restaurants 6,398.87 3.04
Tourism 426.41 0.20
Other ( Hotel & Tourism ) 84.90 0.04
Total 6,910.19 3.28

Source — Compiled from SIA Statistics, Dept. of Policy & Promotion

The sectors attracting maximum FDI has been service sector, telecommunication, computer
software, and hotel and tourism among others. At present, Hotel and Tourism industry is occupying
3.28% share of total FDI equity inflows (DIPP2015). 'Inclusive Growth' has been an exclusive goal

in India's economic planning since last one decade. In 12" plan also, government redefined their role

www.goeiirj.com ISSN : 2278 — 5639 Page 27




izt"irv":iivﬂ:luma' Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 - 5639

Impact Factor (II1JIF)

Global Online Electronic International Interdisciplinary Research Journal (GOEIIRJ)

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

from a regulator to a catalyst in tourism development and a 'pro-poor tourism' approach has been
adopted for reduction of poverty and inclusive growth. Inclusive growth is broad-based growth
across all sectors of an economy, is inclusive of low and middle income groups, and has a
distributional aspect aiming to reduce income inequality (Hampton and Jeyacheya, July 2012). The
concept of inclusive growth results in poverty reduction through creation of employment
opportunities across all segments of society. It includes the excluded agents whose participation is
essential in the development process and not just welfare targets of development programs (Planning
Commission 2007). Inclusive growth implies that benefits of accelerated economic growth of an
economy must be shared by deprived masses. Nowadays, there is a growing agreement on the
positive contribution of tourism in inclusive and sustainable growth and development of a country.

As both the types of investments are important for India but for a long term economic
growth, Indian government should focus on FDI as compared to FII. As it has been proved that due
to low exit barriers in FII, the foreign investors can exit from Indian market whenever they want,
resulting in crash in the Indian stock markets. The Indian tourism industry is interwoven with the
country’s monetary development. As GDP continues to mature, it increases deals in fundamental
infrastructure like transportation systems, which is necessary to support the tourism industry. The
hotel industry is directly connected to the tourism industry in India. Over the last decade, India has
transformed into one of the most popular tourism destinations in the world, largely as a result of the
government’s “Incredible India” campaign which showed India in a new light to overseas tourists. In
2005, the appearance of global tourists improved by 16 percent, leading the resurgence of Indian
tourism.

As new destinations extend the tourist entry is likely to rise. Numerous procedures have been
taken in infrastructure, which will shine Indian hospitality for overseas guests. Under the automatic
path, 100 percent FDI is allowed in hotels and tourism. Travel and tourism is a US$32 billion
business in India with an input to 5.3 percent of Indian GDP. Many worldwide hotel groups are

setting up their businesses.

Positive Effects of FDI:
a) It increases the foreign exchange of the host country.
b) Countries receiving foreign direct investment (FDI) often experience higher economic growth
by opening it up to new markets as seen in many emerging economies.
c) It creates jobs and employment. Most of the FDI are aimed at creating new business in the host
country which in turn results in the creation of new jobs with higher wages.
d) FDI often introduces world class technology, technical expertise to developing countries.

e) World class infrastructure is developed such as buildings, roads and other civic amenities.
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f) The equipment and facilities provided by the investor can increase the productivity of the
workforce in the target country.

g) Developing countries which invite FDI can gain access to a wider global and better platform in
the world economy.

Reasons to Invest In Tourism Sector in India:

1) India has more than one billion domestic travelers and is continuously growing.

2) India has 32 world heritage sites.

3) India has 21 hotel management institutes.

4) India has 25 bio geographical.zones and about 25 world class beaches.

5) Tourism in India accounts for about 7% of the GDP.

6) India is the 16th most visited country in the world, with a share of about 1.56% in the world
tourism receipts.

7) India offers geographical diversity, attractive beaches, diverse cultures and religions.

8) India is having one of the seven wonders of modern world i.e. THE TAJ MAHAL.

9) India has diverse portfolios Niche tourism products cruises, adventure, wellness, sports, MICE,
eco-tourism, film, golf, polo rural and religious tourism.

10) Economic liberalization has given a new boost to the tourism industry.

11) Due to economic, political and social stability, it attracts investments.

12) Attractive and investor friendly policies in this sector.

13) An increasingly growing middle class group, the arrival of corporate incentive travel and

multinational eompanies into India has brightened prospectus for tourisms.

Government Efforts to Boost Tourism Industry:

The Ministry of Tourism has been making efforts to develop quality tourism infrastructure at
tourist destinations and circuits in the country. It has sanctioned Rs 4,090.31 crore (US$ 680.52
million) for a total number of 1,226 tourism projects, which includes projects related to
Product/Infrastructure Development for Destination and Circuits (PIDDC), Human Resource
Development (HRD), Fairs and Festivals, and Adventure and Rural Tourism for infrastructure
augmentation. The Ministry of Tourism has been making efforts to develop quality tourism
infrastructure at tourist destinations and circuits in the country. It has sanctioned Rs 4,090.31 crore
(US$ 680.52 million) for a total number of 1,226 tourism projects, which includes projects related to
Product/Infrastructure Development for Destination and Circuits (PIDDC), Human Resource
Development (HRD), Fairs and Festivals, and Adventure and Rural Tourism for infrastructure

augmentation. The government's decision to introduce the electronic visa facility (e-Visa) will give a
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much needed boost to inbound travel in India. Enforcing the electronic travel authorization (ETA)
before the next tourism season, which starts in November, will result in a clear jump of at least 15
per cent, and this is only the start, as per Mr. Madhavan Menon, Managing Director, Thomas Cook
India. The hospitality sector in India expects 52,000 new hotel rooms to be added in five years
(2013-17), according to a survey by Cushman & Wakefield. This will lead to a rise of over 65 per
cent in total hotel inventory in India. The National Capital Region (NCR) is expected to contribute
around one-third to the total expected hotel rooms supply during the period.

According to a recent survey by Monster Employment Index, the travel and tourism sector in
India has seen a 40 per cent jump in employment in June 2014 compared to the same period last
year. In 2013, the travel and tourism sector in India generated 35wmillion jobs, noted the WTTC
report. Introduction of visa on arrival (VOA) and e-visas has boosted tourism in India. Plans to
introduce new airports in tier I and tier II cities will attract more tourists. Electronic Travel
Authorization (ETA), lifting restriction on gaps for re-entry will give edge to the tourism sector. The
contribution of tourism in the GDP is about seven per cent and the government wants to double it. A
total of 25,023 arrived by availing visa on arrival (VOA) in January 2015. An amount of Rs 1,573.07
crore has been earmarked for the tourism ministry for 2015-16, giving it a rise of 33 per cent over
last fiscal's allocation, in the, union budget presented. Plan expenditure allocation for 2015-2016 is
Rs 1,573.07 crore against last year's Rs 1,182.99 crore.

Finance minister Arun Jaitley while presenting the budgetsin parliament made a major
announcement to boost Indian tourism sector, proposing to increase cover for visa on arrival (VoA)
facility to 150 countries against 43."Last year. VoA was issued to 43 countries. As tourism in the
country has increased, I propose to increase the countries covered under this:to 150," he said, The
government had eased Indian tourism visa regime through the expansion of VoA enabled by
electronic travel authorization (ETA) and extended this facility to tourists from countries like the
US, Israel, Palestine and Japan to boost tourism sector. This hassle free process has given a fillip to
Indian tourism whose share in world tourism is a paltry 0.6 per cent of international tourist arrivals
compared to 7.8 per cent in France and 6.4 per cent in the US. Development schemes for churches
and convents in old Goa; Hampi, Elephanta caves, Forests of Rajasthan, Leh palace, Varanasi,

Jallianwala Bagh, Qutub Shahi tombs at Hyderabad to be under the new tourism scheme.

Conclusion :

FDI plays a very important role in expanding the world class tourism sector in India. There is
a need of preparing appropriate policies and hassle free procedures to attract more and more
investments. The tourism sector is now becoming one of the main contributors to India’s GDP and

employment. The study shows that there has been a remarkable increase in FDI in India. No doubt
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that there are some factors limiting the flow of FDI in India, but Indian economy is growing day by
day. There are certain points which make India a hot destination for investment in tourism
department. First is the positive attitude of the government, who has allowed 100 percent FDI in this
sector. Last year in the Indian union budget 2010, the Indian government has given more than
INR1,000 crore to the Ministry of Tourism. Second, the tax holidays are being given to the
organizations who want to invest in this sector. All this makes India’s tourism industry a great

investment option.

Some suggestion to attract more FDI in tourism
e Reconsideration the taxation policy on the hotel industry

e Service tax should be calculated based on the value of services given by the company
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FOREIGN DIRECT INVESTMENT : ADVANTAGES & DISADVANTAGES

Dr. Dipak N. Kare,
Arts And Commerce College, Khedgaon.

Introduction :-

Foreign direct investment (FDI) is made into a business or a sector by an individual or a
company from another country. It is different from -portfolio investment, which is made more
indirectly into another country’s economy by using -financial instruments, such as bonds and
stocks.There are various levels and forms of foreign direct investment, depending on the type of
companies involved and the reasons for investment. A foreign direct investor might purchase a
company in the target country by means of a merger or acquisition, setting up a new venture or
expanding the operations of an existing one. Other forms of FDI include the acquisition of shares in
an associated enterprise, the incorporation of a wholly owned company or subsidiary and
participation in an equity joint venture across international boundaries.If you are planning to engage
in this kind of venture, you should determine first if it provides you and the society with maximum

benefits. One good way to do this is evaluating its advantages and disadvantages.

¢ Objective of study :-
1. To study the advantages of foreign direct investment.

2. To study the disadvantages of foreign direct.investment.

e Methodology of the study :-
For this study purpose due to limitation of the time,only secondary data-are use.The data

collected from the print and and electronic media only.

¢ Advantages of Foreign Direct Investment :-
1. Economic Development Stimulation :-

Foreign direct investment can stimulate the target country’s economic development,
creating a more conducive environment for you as the investor and benefits for the local
industry.

2. Easy International Trade :-

Commonly, a country has its own import tariff, and this is one of the reasons why
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trading with it is quite difficult. Also, there are industries that usually require their presence
in the international markets to ensure their sales and goals will be completely met. With FDI,
all these will be made easier.

3. Employment and Economic Boost :-

Foreign direct investment creates new jobs, as investors build new companies in the
target country, create new opportunities. This leads to an increase in income and more
buying power to the people, which in turn leads to an economic boost.

4. Development of Human Capital Resources :-

One big advantage brought about by FDI is the development of human capital
resources, which is also often understated as it is not immediately apparent. Human capital is
the competence and knowledge of those able to perform labor, more known to us as the
workforce. The attributes gained by training and sharing experience would increase the
education and overall human capital of a country. Its resource is not a tangible asset that is
owned by companies, but instead something that is on loan. With this in mind, a country with
FDI can benefit greatly by developing its human resources while maintaining ownership.

5. Tax Incentives :-

Parent enterprises “would also provide foreign direct investment to get additional
expertise, technology and products. As the foreign investor, you can receive tax incentives
that will be highly useful in your selected. field-of business.

6. Resource Transfer :-

Foreign _.direct investment will allow resource transfer and “other. exchanges of

knowledge, where various countries are given access to new technologies and skills.
7. Reduced Disparity Between Revenues and Costs :-

Foreign direct investment can reduce the disparity between revenues and costs. With
such, countries will be able to make sure that production costs will be the same and can be
sold easily.

8. Increased Productivity :-
The facilities and equipment provided by foreign investors can increase a workforce’s

productivity in the target country.
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9. Increment in Income :-
Another big advantage of foreign direct investment is the increase of the target
country’s income. With more jobs and higher wages, the national income normally increases.
As a result, economic growth is spurred. Take note that larger corporations would usually
offer higher salary levels than what you would normally find in the target country, which can

lead to increment in income.

. Disadvantages of Foreign Direct Investment :-
1. Hindrance to Domestic Investment :-

As it focuses its resources elsewhere other than the investor’s home country, foreign

direct investment can sometimes hinder domestic investment.
2. Risk from Political Changes :-

Because political issues in other countries can instantly change, foreign direct
investment is very risky. Plus, most of the risk factors that you are going to experience are
extremely high.

3. Negative Influence on Exchange Rates :-
Foreign direct investments can occasionally affect exchange rates to the advantage of
one country and the detriment of another.
4. Higher Costs:-

If you invest in.some foreign countries, you might notice that it.is more expensive than
when you export goods. So, it is very imperative to prepare sufficient money.to set up your
operations.

5. Economic Non-Viability :-

Considering that foreign direct investments may be capital-intensive from the point of

view of the investor, it can sometimes be very risky or economically non-viable.
6. Expropriation :-

Remember that political changes can also lead to expropriation, which is a scenario

where the government will have control over your property and assets.
7. Negative Impact on the Country’s Investment :-

The rules that govern foreign exchange rates and direct investments

www.goeiirj.com ISSN : 2278 — 5639 Page 34




a() Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 — 5639
Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

might negatively have an impact on the investing country. Investment may be banned in
some foreign markets, which means that it is impossible to pursue an inviting opportunity.
8. Modern-Day Economic Colonialism :-
Many third-world countries, or at least those with history of colonialism, worry that
foreign direct investment would result in some kind of modern day economic colonialism,

which exposes host countries and leave them vulnerable to foreign companies’ exploitations.

¢ Conclusion :-

Investing into another country’s economy, buying into-a foreign company or otherwise
expanding your business abroad can be extremely financially rewarding and might provide you with
the boost needed to jump to a new level of success. However, foreign direct investment also carries
risks, and it is highly important for you to evaluate the economic climate thoroughly before doing it.
Also, it is essential to hire a financial expert who is accustomed to working internationally, as he can
give you a clear view of the prevailing economic landscape in your target country. He can even help

you monitor market stability and predict future growth.
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EFFECTS OF FOREIGN INVESTMENT

Prof. A. L. Gaikwad,
Head, Dept. of Economics,
K.G.D.M. Arts, Com. & Sci. College, Niphad.

Introduction:

New economic policy was announced in year 1991. In this policy liberalization, privatization
and globalization were mainly emphasized. Before-1991 public sector had been assigned important
role in the economic development. Private sector was subject to.rigorous controls.

Meaning of foreign capital:

Foreign capital refers to the investment of capital by a foreign government, institution,
private individual, and international organization in a country. Foreign capital includes foreign aid,
commercial borrowings and foreign investment. Foreign aid includes foreign grants, concessional
loans, etc. Foreign capital is invested in the form of foreign currency, foreign machines and foreign
technicalknow-how. Foreign capital has many forms, viz. foreign collaboration, loan in the form of

foreign currency, investments in equity capital.

Purpose of the study:
The main purpose of present study is investigating the Effects of Foreign Investment on

Indian economy and to study need. of foreign investment.

Objectives:
To investigate the Effects of Foreign Investment on Indian economy

Hypotheses:

Foreign investment is doing many effects on Indian economy.
Methodology:

The study was designed to investigating the Effects of Foreign Investment on Indian
economy and to study need of foreign investment., as well as to study of the importance and need of
foreign investment for Indian economy. With the help of secondary concrete tools and reference

books used for try to reach towards the conclusion.

Analysis of Effects of Foreign Investment:

The historical background of FDI in India can be traced back with the establishment of East
India Company of Britain. British capital came to India during the colonial era of Britain in India.
After Second World War, Japanese companies entered Indian market and enhanced their trade with

India, yet U.K. remained the most dominant investor in India. Further, after Independence issues
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relating to foreign capital, operations of MNCs, gained attention of the policy makers. Keeping in
mind the national interests the policy makers designed the FDI policy which aims FDI as a medium
for acquiring advanced technology and to mobilize foreign exchange resources. With time and as per
economic and political regimes there have been changes in the FDI policy too. The industrial policy
of 1965, allowed MNCs to venture through technical collaboration in India. Therefore, the
government adopted a liberal attitude by allowing more frequent equity.

Foreign direct investment is made by foreign companies in order to establish wholly owned
companies in another country and to manage them or.to purchase shares of companies in another
country for the purpose of managing such companies. The main characteristics of foreign direct
investment is that native companies are managed by the foreign companies or new companies are set
up in India by foreign companies. In this type of investment, it is the foreign investor who takes risk
and is solely responsible for profit/loss of such company. it also includes foreign collaboration,
which means setting up of an enterprise, jointly by the foreign and native enterpreneurs.it may of
following types:

i)

i)

Collaboration between Indian and foreign private companies.
Collaboration between Indian government and foreign private companies.
i) Collaboration between Indian government and foreign Government.

Sources of Foreign Capital:-

Sources of Foreign Capital

[ ]

I

Foreign Aid
Grants

Concessional L.oans

Nl

Commercial Borrowings
Loan from Foreign Banks.

I

Foreign Investment
(EDI)
Portfolio Investment

Deposits of NRIs
Foreign government loan

Those are the three Sources of Foreign Capital is an important for Indian economy for fastest
development of country and also helpful for the development of industrial, agriculture and service

sector.

Types
A foreign direct investor may be classified in any sector of the economy and could be any
one of the following:
e an individual;

e a group of related individuals;
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e an incorporated or unincorporated entity;

e apublic company or private company; a group of related enterprises;
e agovernment body;

e an estate (law), trust or other social institution; or

¢ Any combination of the above.

SECTER WISE FOREIGN INVESTMENT FLOWS IN INDIAN ECONOMY :

Cumulative % age to
2013-14 2014-15 2015-16 Inflows total
Sector (April - (April- (April,1Ss - o, Inflows
(April ’00 -
March) arch) June, 15.) June ‘15) (In terms
of US$)
13,294 19,963 4,036 209,578
1. | SERVICES SECTOR ** (2.225) (3.253) (636) (43.350) 17 %
CONSTRUCTION
DEVELOPMENT:
7,508 4,582 216 113,355
2. | TOWNSHIPS, HOUSING, i i ’ 9 %
BUILT.UP (1,226) (758) (34) (24,098)
INFRASTRUCTURE
3 COMPUTER SOFTWARE 6,896 13,564 16,245 89,481 79
" | & HARDWARE (1,126) (2,200) (2,556) (17,575)
TELECOMMUNICATIONS
4 (radio paging, cellular 7,987 17,372 2,517 86,609 7%
" | mobile, basic telephone (1,307) (2,895) (395) (17,453)
services)
5 AUTOMOBILE 9,027 15,794 6,914 70,906 59
" | INDUSTRY (1,517) (2,570) (1,094) (13,477)
6 DRUGS & 7,191 9,211 1,370 66,652 59
" | PHARMACEUTICALS (1,279) (1,523) (215) (13,336)
7 CHEMICALS (OTHER 4,738 4,077 1,598 50,909 49
" | THAN FERTILIZERS) (878) (669) (251) (10,588)
6,519 3,985 1,717 48,357
8. | POWER (1,066) (657) 271) (9,828) 4%
8,191 16,962 5,679 49,479
9. | TRADING (1343) | (2761) (897) (8,958) 4 %
10 METALLURGICAL 3,436 2,897 845 41,992 3%
INDUSTRIES (568) 472) (133) (8,680)

Note: (i)** Services sector includes Financial, Banking, Insurance, Non-Financial / Business,
Outsourcing, R&D, Courier, Tech. Testing and Analysis

(i) Cumulative Sector- wise FDI equity inflows (from April, 2000 to June, 2015) are at - Annex-‘B’.

(iii) FDI Sectoral data has been revalidated / reconciled in line with the RBI, which reflects minor changes
in the FDI figures (increase/decrease) as compared to the earlier published sectoral data.

www.goeiirj.com ISSN : 2278 — 5639 Page 38




Impact Factor (II1JIF)

izt"irv":iiﬂufna' Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 - 5639

Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

The above table shows the FDI sector wise inflow in India from the year 2012 -2013 to 2015-

2016. The table states that India had showed a large amount of FDI inflow. It showed that FDI

inflow has been increased by every year.

1. The situation of service sector about foreign investment from 2012 -2013 to 2015-2016 been
increased by every year. Especially service sector is main sector for high foreign investment as
the comparison with other sector of Indian economy. In 2013-2014 percentage of foreign
investment in service sector was 17%.

2. Second Sector of foreign investment is infrastructure, construction development, townships,
housing, built-up. Percentage of foreign investment in infrastructure, construction development,
townships, housing, built-up sector was 9%.

3. Percentage of foreign investment in Computer software & hardware and telecommunications
was per Sector 7%.

4. Percentage of foreign investment in Automobile Industry and Drugs & Pharmaceuticals was per
Sector 5%.

5. Percentage of foreign investment in chemicals (other than fertilizers), Trading and Power was
per Sector 4%.

6. Percentage of foreign investment in Metallurgical Industries was 4%.

Advantages of foreign capital:
1) Availability of Capital:
2) Availability of Modem Technology.
3) Exploitation.of Natural Resources.
4) Availability of Foreign Exchange.
5) Awailability of Capital Goods.
6) Availability of Risk Capital.
7) Availability of Economic and social Overheads.
8) Increase in Employment.
9) Reduction in Inflation.
10) Helpful in Export Promotion.

Conclusion:

It can be observed from the above analysis that at the sectoral level of the Indian economy, FDI
has helped to raise the output, productivity and export in some sectors. However, it can be observed
from the result of foreign investment for development is very helpful. Relation of various sectors is
established by the FDI inflows. This may be due to the low flow of FDI into India both at the macro

level as well as at the sectoral level. It implies that the spirit in which the economy has been
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liberalized and exposed to the world economy at the late eighties and early nineties has not been
achieved after so many years. The situation of every sector about foreign investment from 2012 -
2013 to 2015-2016 has been increased by every year and this is very well for developing and
undeveloped countries.
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MULTINATIONAL COMPANIES IN INDIA

Dr. Manisha K. Aher,

Arts and Commerce College, Khedgaon.

Introduction:-

In turn, India also derives a lot of benefits from MNCs such as higher level of investment,
reduction in technological gap, optimum utilization -of natural resources, reduction in foreign
exchange gap and boost to basic economic structure. But roses :do not come without thorns.So there
are certain disadvantages of having MNCs in a developing country-like India like competition to
SMSI, increased pollution and environmental hazards, improper diffusion of profits and Forex
imbalance, slow decision making and sometimes economic distress. But these don’t overcome the
gains of having MNCs.

With just a few days left for the announcement of the Union Budget 2016, a survey has
found that the youth’s desire to work in startups has increased from 8% to 14%. While half of the
respondents conveyed their intention to start their own company, a marginal % students actually
didn’t have any idea as to how to take the ideas forward. Therefore, a majority of students looking
for stable job opportunities would want to work with an MNC or some SME.

In India, a large number of MNCs are operating. So, here we have compiled a list of a couple

of major MNCs in.India
Top 10 MNCs in India
1.Microsoft Corporation 2.Nokia Corporation
3.Nestle 4.Coca Cola
5.Procter and Gamble 6.International Business Machines (IBM)
7.PepsiCo 8.Sun Pharmaceutical
9.Sony Corporation 10.Citigroup

1)Microsoft Corporation:-

In 2014, the total revenue of Microsoft Corporation was US$ 86.83 billion and its operating
income was US$ 27.76 billion. Its net income stood at US$ 22.07 billion and its total assets were
worth US$ 172.38 billion. Its total equity in that year was US$ 89.78 billion. As of June 2014, it had

1,28,076 employees.Its major products and services can be enumerated as below:
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Major products and services of Microsoft Corporation

1.Windows 2.Visual Studio
3.Surface 4.0neDrive
5.0ffice 6.Dynamics
7.Mobile 8.MSDN
9.Servers 10.Azure
11.MSN 12.0utlook
13.Skype 14.Xbox
15.Bing 16.TechNet

On 29 December, 2015 Microsoft India- the Indian subsidiary of the legendary American
software company Microsoft Corporation signed a MoU(Memorandum of Understanding) with the
Government of Andhra Pradesh on an extensive range of technology initiatives. While Microsoft
CEO Satya Nadella represented Microsoft Corporation, the Andhra Pradesh government was
represented by the state’s chief minister N. Chandrababu Naidu. Recently, Microsoft Corporation
has partnered with India’s fourth largest software services exporter HCL. The two companies have
decided to launch an incubation centre for the Internet of Things (1oF).
2)Nokia Corporation

The company was founded at Tampere, the ‘Grand Duchy of Finland in 1865 by Leo
Mechelin and.Fredrik Idestam.-Its Chairman is Risto Siilasmaa and its President and CEO is Rajeev
Suri. Timo 'Ihamuotila-serves as its CFO. In 2014, its revenue stood at €12.73 billion and its
operating income was €1.63 billion. In the same year, its net income was €1.17 billion and its total
asset worth was €21.06 billion. Its total equity for that year was €8.67 billion.

On 11 February 2016, Nokia and IIT-Madras announced a three-year partnership to explore
the possibility of using unlicensed radio spectrum to deliver broadband connectivity. Nokia
Corporation has shown its willingness in funding the project through its Corporate Social
Responsibility research programme for rural development. Plus, the MNC would provide
technological expertise to IIT-M’s Centre of Excellence for Wireless Technology (CEWiT).
3)Nestle:-

Nestle is one of the top names in the world of food and beverages across the world. Its focus
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is on providing the very best in healthful and tasty food segment to its consumers all over at each
and every stage of their lives and at any time they please. It has been in existence for more than 140
years and operates in at least 197 countries. In 2014, it earned CHF 91.6 billion in sales. Its
operating income for that year was CHF 10.90 billion and it earned profits of CHF 10.02 in 2013. In
2013, its assets were worth CHF 120.44 billion and its total equity was CHF 64.14 billion. It
employed 3,39,000 people in various capacities in 2014. Its objective is to be the top name in the
world of nutrition, wellness and health.

The company was founded by Henri Nestle, George Page and Charles Page as Anglo-Swiss
Condensed Milk Company in 1866. Its head offices are at Vevey in Vaud, Switzerland. At present,
its Chairman is Peter Brabeck-Letmathe, its CFO is Wan Ling Martello and its CEO is Paul Bulcke.
It has more than 2,000 brands across the world in the following product segments and more:

Product Segments of Nestle

1.Baby Food S.Dairy Products
2.Confectionery 6.Ice Cream
3.Coffee 7-Breakfast'Cereal
4.Bottled Water 8.Pet Food

4) Coca Cola:-

One of the leading global brands in beverages, Coca-Cola offers its complete portfolio of
products in India with drinks, energy drinks; juices, tea, packaged water .and coffee. Coca Cola
offers more than 3,500_beverages around the world. It employs 25,000 people for system-related
operations in India. It-also has 1,50,000 indirect employees. Together with its franchisees, Coca Cola
has 56 bottling plants in India. In addition, it has 21 contract packers that make various products for
the company. In its 35 years of existence in India, Coca Cola has done well financially and played a
major role in the economic growth of India. It has also played a major role in the innovation that has
taken place in the country’s beverage sector.

Coca Cola was founded in 1886. The company was established by Asa Griggs Candler and
Candler and John Pemberton created the beverage. Its head offices are in Atlanta, Georgia. Muhtar
Kent serves as its CEO and Chairman and Ahmet Bozer is its Executive Vice President. In 2013, its
revenues stood at US$ 46.854 billion and its operating income was US$ 10.228 billion. Its net
income in the same year stood at US$ 8.584 billion and its total assets were worth US$ 90.055
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billion. Its total equity stood at US$ 33.44 billion. As of December 2013, the company had 1,30,600
employees.
5) Procter and Gamble:-

Procter and Gamble is one of the top names as far as consumer goods are concerned. It was
founded in Cincinnati, Ohio, on 31st October 1837 by William Procter and James Gamble. Its head
offices are located in Cincinnati. It operates all over the world with the exception of Cuba. Alan
George Lafley is its Chairman, CEO and President.

P&G India is a part of Procter-and Gamble. It is one of the leading FMCG companies in
India in terms of growth. It was started in 1964 and caters to more than 650 million people across the
country. It operates in a wide array of segments such as beauty and grooming, health and well-being

and household care. Its major brands may be enumerated as below:

Major Brands of Procter and Gamble

Vicks Head & Sheulders
Pampers Olay
Ariel Wella
Pantene Gillette
Tide Duracell
Oral-B Ambi Pur
Whisper

P&G has_been-able to carve out a dominant position for itself in most of the product
categories by the dint of its technological innovations and product propositions. It has also professed
a commitment to achieving sustainable growth, social responsibility through community
development and environmental protection in India. At present, it has more than nine contract
manufacturing sites and five plants across India. It has 26,000 direct and indirect employees. It also
has three business entities in India. One of them is the wholly-owned subsidiary of Procter &
Gamble Home Products, which is the parent company based in the U.S. The others are Gillette India
Limited and Procter & Gamble Hygiene and Health Care Limited.

In 2014, Procter and Gamble earned revenues of US$ 83.06 billion and its operating income

stood at US$ 15.29 billion. Its net income for the year was at US$ 11.64 billion and its total asset
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worth was US$ 139.26 billion in 2013. In 2013, it had 1,21,000 employees all over the world.
6) IBM (International Business Machines Corporation):-

IBM or International Business Machines Corporation is a leading name in the world of
computer hardware, software and IT consulting. It was founded by Charles Ranlett Flint in Endicott,
New York. At present, its head offices are in Armonk, New York. It operates across 170 countries.
Ginni Rometty serves as its Chairman, CEO and President. In 2014, it earned approximate revenue
of US$ 92.793 billion and its operating income was US$ 19.996 billion. Its net income in the same
year was US$ 12.023 billion and its total assets were worth US$ 117.53 billion. Its total equity was
worth US$11.868 billion. It has 3,79,592 employees.
7)Pepsi Co :-

One of the top names in the world of beverages, PepsiCo is headquartered in Purchase, New
York. It was founded in 1896 at New Bern, North Carolina by Donald Kendall and Herman Lay. At
present, its products, including its most famous brand Pepsi and its chips, can be found all over the
world including India. Its present CEO and Chairman is Indra Nooyi. In 2013, its revenue amounted
to almost US$ 66.415 billion and its operating income was US$ 9.705 billion. Its net income in the
same year was US$ 6.74 billion and its total assets were worth US$ 77.478 billion. Its total equity in
2013 stood at US$ 24.389 billion."In the same year, it had 2,74,000 employees.
8)Sun Pharmaceutical:-

Sun Pharmaceutical is probably one of.the-leading pharmaceutical companies of India. It was
founded in 1983 by Dilip Shanghvi and its head offices are in Mumbai. At present, its Chairman is
Israel Makov and Dilip.Shanghvi operates as the Managing Director. Apart from pharmaceuticals, it
deals in generic drugs. In the 2013-14 fiscal, it earned revenue of US$ 2.6 billion-and its operating
income was US$ 1.1 billion. In the same period, its net income was US$ 900 million and the
aggregate worth of its assets was US$ 2.2 billion. In the 2013-14 fiscal, its total equity stood at US$
4.7 billion. As of March 2015, it had 32,700 employees.
9)Sony Corporation:-

This multinational conglomerate was founded on 7th May 1946 in Tokyo by Akio Morita
and Masaru Ibuka. At present, its headquarters are in Minato, Tokyo and its European head offices

are in Surrey, England. It operates around the world including locations such as the following:
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Locations of Sony Corporation

1.Yokohama 9.Pottstown
2.Cranston 10.Mount Laurel
3.Toyama 11.Edison
4.Philadelphia 12.Teaneck

5.0saka 13.Berlin

7.6.King of Prussia 14.Huntington Station

8.New York City

At present, its President and CEO are Kazuo Hirai and Osamu Nagayama, the Chairman of
the Board. It operates in a wide range of product and service segments such as the following:

Product and service segments Sony Corporation

1.Consumer Electronics 7.Media/Entertainment
2.Financial Services 8.Credit Finance
3.Semiconductors 9.Computer Hatdware
4.Insurance 10..Advertising Agency
S.Video Games 11.Telecom Equipment
6.Banking

In 2014-15, it earned revenues amounting to ¥8.215 trillion and its operating income stands
at ¥68.5 billion. Its net income in the same fiscal stands at ¥126 billion and its total assets are worth
¥15.834 trillion. Its total equity for the year stands at ¥2.317 trillion. As of 31 March 2015, it had
1,31,700 employees.

10) Citigroup:-

Citigroup is one of the leaders when it comes to financial services and banking. It was
founded on 16 June 1812 and its predecessors were Travelers Group and Citicorp. Its head offices
are in Manhattan, New York. It operates around the world. Its CEO is Michael L. Corbat and its
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Chairman is Michael E. O’Neill. It offers a number of products such as the following:

Number of Products

1.Credit Cards S.Corporate Banking
2.Global Wealth Management 6.Private Equity
3.Consumer Banking 7.Investment Banking

4.Financial Analysis

In 2014, its revenue was US$ 76.88 billion and its operating income was US$ 14.36 billion.
Its net income in the same year was US$ 7.31 billion and its total assets were worth US$ 1.89
trillion. Its total equity for that year stood at US$ 210.5 billion. In the same year, it had 2,43,000
employees. Following are its major subsidiaries:
Major Subsidiaries Of Citigroup

1.Citibank India 7.Citibank
2.Citi Securities:& Banking 8.Salomon BIG
3.Banamex 9.Citi Branded Cards
4.Nikko Citigroup 10.Sedna Finance
5.Citi Mortgage 11.Citi Private Bank
6.Railmark Holdings

Conclusion:-

In this world of Eiberalization, Privatization and Globalization (LPG), it may not be possible
to restrict the goods.as-well the foreign Multinational Companies, instead it is the time to invite these
MNCs to establish in the home countries and to extract the maximum benefits from them to

strengthen the countries’ economies along with the safeguarding of own interest.
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ROLE OF SERVICE SECTOR IN INDIAN ECONOMY

Prof. K. R. Padyvi,
K.A.AN.M.S.Arts, Com. & Sci. College, Satana,
Tal. Baglan, Dist. Nashik.

Introduction :-

The Indian economy has been one of the world’s star growth performers in recent decades
growing to 9.2 percent in 2006-07 and 9.6-percentini2005-06..Growth has been supported by market
reforms, huge inflows of FDI, rising-foreign exchange reserves, both an IT and real estate boom, and
a flourishing capital market (Singh & Cortuk, 2010). Economic development has historically been
associated with structural changes in the national economies. It has, in fact, most often, been defined
as a process combining economic growth with changing share of different sectors in the national
product and labour force. As an economy grows it will undergo some structural changes. The
composition of its GDP and structure of employment will change. This has been the experience of
all the developed and developing economies. Structural changes refer to change in the structure of
the economy means production structure. Production structure refers to the composition of output
i.e. contribution of theprimary, secondary and tertiary sectors of the economy. The most common
structural change that had been observed historically, followed a sequence of shift from agriculture
to industry and then to services.-Thus, a predominant share of agriculture characterizes an
underdeveloped economy. With development the share of industry increases and that of agriculture
declines, and subsequently-after reaching high level of development, the service sector increases in
importance, becoming a major component of the economy. This-pattern-has not only been observed
historically, but also holds across the countries-with-different levels ‘of development (Gangabai,
2011). India greatly lagged behind economically and socially compared to the developed world.
Periodic estimates of national income available since mid-nineteenth century indicate that the per
capita income virtually stagnated in India till independence when world incomegrew several fold
due toindustrial and technological revolution. A large mass of the population was living in abysmal
conditions. The national government formed after independence placed priority on ‘economic
growth with social justice’. Though the pace of the structural transformation was more or less slow
throughout the pre-reform period, it became rapid after the introduction of new economic reforms in
the decade of the nineties. At the time of independence, Indian economy was predominantly rural
and agricultural. At the beginning years of the First Five-year Plan, contribution of the primary
sector (agriculture, forestry and logging, fishing) in GDP at factor cost was largest followed by
tertiary sector and secondary sector. Thereafter, the major drive towards diversification and
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modernization of the Indian economy in the following plans resulted in increased shares of the
secondary and tertiary sectors and declined share of the primary sector in the national product. The
share of the primary sector in GDP at factor cost declined from 54.56% in 1950-51 to 27.87% in
1999-00 while share of the secondary sector was 16.11% in 1950-51 and increased to 25.98% in
1999-00. The share of the tertiary sector increased from around 29% to 46% during this period.
Indian economy also experienced a major structural change within the industrial sector as a result of
the major drive for industrial diversification in the mid-fifties. While the share of the capital goods
industries and the basic goods industries in the total industrial value added increased more or less
rapidly, the share of the consumer goods in total industrial value added declined considerably over

the years.

Objective of the study:-
1. To study the role of service sector in Indian economy.

2. To examine the the role of service sector in. Indian economy.

Data Source & Methodology:-

This study is exclusively based on secondary data. Secondary data were collected from the
RBI bulletin, RBI occasional ‘papers, RBI Annual Reports, Report on Currency and Finance,
Economic Survey, Economic: and Political Weekly (EPW), Finance and Development,
Economic Diary, The Hindu, ICSSR; Economic Times, Asian Economic Review, Indian

Economic Journal, Financial Express, World .Bank Reports, Internet etc.

Service Sector : Pillar of Economy :-
Services play a central role in the economies of both developed and developing countries.

They account for over half of the gross domestic product of all developed economies and constitute
the single largest sector in most developing economies. The service sector comprises Trade, Hotels
& Restaurants, Construction, Electricity, Transport, Storage, Communication,Banking,Insurance,
Education & Research, Medical & Health, Ownership of Dwellings, Real Estate & Business
Services and Other Services (Business Services, Computer & Related Services, Legal Services, Real
Estate Activities, Renting of Machinery & Equipments and Social & PersonalServices). Main
reasons behind the growth of services include rapid urbanization, the expansion of the public sector
and increased demand for intermediate and final consumer services. Access to efficient services has

become crucial for the productivity and competitiveness of the entire economy. The successful
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growth of the primary and secondary activities in the economy, to a large extent, is dependent on
services offered by banking, insurance, trade, commerce, entertainment, maintenance of machinery

and equipment and numerous other services categorized as tertiary activities .

Conclusion :-

The present chapter is an attempt to examine in detail the role of service sector in the growth
of Indian economy. To explain this, aspects related to service sector had been discussed in the
introductory portion of this chapter. Structure.of production for Indian economy since independence
has also been presented by using A. . Holub’s methodology over-the study period. VAR methodology
has been applied to evaluate the determinants of growth of service sector in India by using time-
series data from 2000-01 to 2012-13. The share of service sector in total GDP is increasing over the
years. One of the reasons might be the increasing GNP Per-Capita. In these sectors, FDI inflows are
also rising. As shown in this chapter, the main service sectors attracting FDI in India are
telecommunications, Construction and Hotels and Restaurants. Share of total FDI inflows in service
sectors is rising and now a'days we as Indians arealso known by our growing service sector. The
overall conclusion emerges| from the present analysis is that growth of jper-capita GNP is major
factor behind increasing share of service sector in Indian economy. Domestic investment and
openness also effect positively to the share of service sector in GDP. Further, the effect of net FDI

inflows is negative and insignificant.
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IMPACT OF INSURANCE SECTOR ON INDIAN ECONOMY
Author : Prof. Ramdas Trimbak Tuplondhe,

Assistant Professor, Department of Economics,
M. V. P. Sama’s K.A.A.N.M.S.Arts, Com. & Sci. College,
Satana,Tal. Baglan, Dist. Nashik, Maharashtra, India.

Introduction:-

The insurance industry has grown by 83 per cent since the opening up of the sector. Remarking
on the performance of the insurance industry, C -S Rao, chairman, Insurance Regulatory &
Development Authority, said public sector players have not.suffered with the opening up of the sector.
Insurance premium income has risen to Rs 82,415 crore (Rs 824.15 billion) in 2003-04, against Rs
45,000 crore (Rs 450 billion) in 2000-01. Rao expects premium income in the life insurance sector to
rise further by 15-16 per cent and non-life insurance premium by 14 per cent in 2005-06. The growth
comes on the back of healthy demand from the manufacturing sector. "There has been no reduction in
growth rates as seen in the case of the Life Insurance Corporation of India . It is able to hold on to its
existing share in terms of business growth. Market share is bound to stand reduced as some business
goes to the private players," said Rao. The health and personal line segments are expected to see
maximumgrowth during the current financial year. "The health insurance sector is expected to grow by
10-15 per cent," Rao said at a one-day seminar on 'Growth of Insurance Industry in India' organised by
the Indian Merchants' Chamber in ‘Mumbai on Friday. If the cap on foreign direct investment is
increased to 49 per cent from the current 26 per cent, theindustry can expect greater entry of players.
But this, said Rae; should not be seen as a threat to public sector players.

Insurance has always been a politically sensitive subject in India.-Within less than 10 years of
independence, the Indian government nationalized private insurance companies-in 1956 to bring this
vital sector under government control to raise much needed development funds. Since then, state-
owned insurance companies have grown into monoliths, lumbering and often inefficient but the only
alternative. They have been 163 Any attempt to even suggest letting private players into this vital sector
has met with resistance and agitation from the powerful insurance employees unions. The Narasimha
Rao government (1991-96) which unleashed liberal changes in India's rigid economic structure could
not handle this political hot potato. Ironically, it is the coalition government in power today which has
declared its intention of opening up insurance to the private sector. Ironical because this government is
at the mercy of support from the left groups which have been the most vociferous opponents of any
such move. No policy initiatives have yet been announced, but the government has already clarified it
will not privatize the existing insurance companies. But while the decision has been welcomed by the

big companies who were planning to make a foray into this lucrative business, the move has been
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criticized by trade unions and even some left supporters of the government. In some ways it was
inevitable-all segments of the financial sector had been opened to private players and it was only a
matter of time before insurance followed. The bigger private players claim that opening up insurance
will give policy holders better products and service; the opponents of privatization argue that in a poor
country like India insurance needs to have social objectives and newcomers will not have that
commitment. Many international players are eyeing the vast potential of the Indian market and are
already making plans to come in. But it will take some time before the intent translates into policy-the
unions are not going to give up without a fight and in-that they will get the support of some elements of

the coalition government

Objective of the study:-
1. To study the Insurance Sector
2. To examine the insurance sector in Indian economy.

3. To find out to recent trends in insurance sector in Indian Economy.

Data Source & Methodology:-

This study is exclusively based on secondary data. Secondary data were collected from the
RBI bulletin, RBI occasional ‘papers, RBI Annual Reports, Report on Currency and Finance,
Economic Survey, Economic: and Political Weekly (EPW), Finance and Development,
Economic Diary, The Hindu, ICSSR; Economic Times, Asian Economic Review, Indian

Economic Journal, Financial Express, World .Bank Reports, Internet etc.

Factors Which Affects the Relationship between Insurance Sector and: Economic Growth in
Indian Economy:-
Mobilization of Resources:-

The premium collected is pooled and invested in projects which reduces the transaction cost
of financing and eases the pressure on the financial intermediaries. Countries with strong insurance
industries have a robust infrastructure and strong capital formation. Insurance generates long-term
capital, which is required to build infrastructure projects that have a long gestation period.
Concurrently, insurance protects individuals and businesses from sudden unfavorable events. A well
developed and evolved insurance sector is needed for economic development as it provides long-
term funds for infrastructure development and simultaneously strengthens the risk taking ability. The
bulk funds invested in largeand infrastructure projects promote economies of scale, promoter

economic development and growth and other technological innovation
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Growth in GDP and Household Financial Savings:-

The Life insurance is causally linked to growth only in higher income economies; nonlife
insurance makes a positive contribution in both developing and higher income economies. High
GDS have been strongly supported by savings in thehousehold sector. Overalgrowth in GDP and
household savings has significantly influenced the growth of Indian life insurance business. Reforms
and liberalization are expected to exert a significant impact on income, savings and insurance
purchase;financial reforms are expected to improve allocation of savings. India is one of the few
countries in the world which has maintained higher growth rate in domestic savings in spite of
economic deregulation and increased consumerism due to higher prosperity to saveby the household
sector.GDS in India steadily increased from 306588 crores of rupees in 2001-02 to 1283456 crores
of rupees in 2009-10. Expansion of the insurance market in India, expansion of service sector and

increase in GDS all contributed significantly to the steady growth in economy.

Inflation and Interest Rate:-

An inflation and business recession directly reduces the real purchasing power and network
of the people respectively. Insurance can of companies. Higher interest rates in other alternative
savings and instruments may discourage purchasing life insurance and lower interest rates in other

alternative savings may encourage purchasing life insurance.

Employment:-

Insurance helps create both-direct and indirect employment in the economy. Alongside
regular jobs in insurance, there is always demand for-a range of associated professionals such as
brokers, insurance advisors, agents, underwriters, claims managers and actuaries. The increasing
insurance business has increased the demand for highly skilled professionals as well as semiskilled
and unskilled people.. To ensure continued growth, the need of the hour is trained manpower with
specialized knowledge about insurance. Insurance companies need to invest in-the professional
training of their employees, especially for subjects such as underwriting, claims and risk
management. From the analysis above, it is clear that the insurance subsector within the decade has

shown tremendous positive impact on various Macro-economic variables identified with the industry
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TYPES OF FOREIGN INVESTMENT (FDI)

Dr. M. V. Jagtap,
Arts and Commerce College, Soygaon,
Tal. Malegaon (Nashik).

Introduction

Foreign investment plays a significant role in development of any economy as like India.
Many countries provide many incentives-for attracting the foreign direct investment (FDI). Need of
FDI depends on saving and investment rate in any country. Foreign Direct investment act as a 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 promote efficiency and productivity of the existing production capacity and generate

new production opportunity.

FDI inflow routes:
An Indian company' may receive Foreign Direct Investment under the two routes as given
under:
1. Automatic Route: FDI in sectors /activities to the extent permitted under the automatic route
does not require any prior approval either of the Government‘or the Reserve Bank of India.
2. Government Route: FDI in activities not covered under the automatic route requires prior
approval of the Government which are considered by the Foreign Investment Promotion
Board (FIPB), Department.of Economic Affairs, and Ministry of Finance.
FDI is not permitted in the.following industrial sectors:
¢ Arms and ammunition.
® Atomic Energy,
e Railway Transport.
e (oal and lignite.
® Mining of iron, manganese, chrome, gypsum, sulphur
,® gold, diamonds, copper, zinc. Lottery Business
¢ Gambling and Betting® Business of Chit Fund
e Agricultural (excluding Floriculture, Horticulture,
® Development of seeds, Animal Husbandry, cultivation of vegetables, mushrooms, etc.
under controlled conditions and services related to agro and allied sectors) and

Plantations activities (other than Tea Plantations) .
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¢ Housing and Real Estate business .
e Trading in Transferable Development Rights (TDRs).e Manufacture of cigars,
cheroots, cigarillos and

e  cigarettes, of tobacco or of tobacco substitutes.

Retail sector of India

The Indian retail business is highly fragmented and is almost run by traditional families In
India, lot of departmental stores, super markets and high organized malls are emerging into this retail
sector. India is currently the 3 rd largest emerging markets in the retail segment. The recent changes
brought in the retail sector by the government has made the-retail 'sector to have large number of
retailers for India. This paper tries to highlight the recent issue of Foreign Direct Investment in the
retail segments in both formats of single brand and multi-brand. The foreign investment which has
prohibited entry of investment in multi-brand has now emerged as the main issue The government
recently has announced the foreign investment of 49% stake for the foreign players to enter into the
retail segment. This paper will exhibit the necessity and its impact of foreign investment of retail in
both single brand and as well as multi-brand.

FDI in multi-brand ‘retail generally refers to selling multiple’ brands under one roof.
Currently, this sector is limited to a maximum of 49 percent foreign equity participation . The
growing dominance of multinatienal companies in the country's $200 billion retail business, , the
government will allow FDI in three phases. In the first phase, for€ign multi-brand retail chains will
be allowed in the metros Delhi, Mumbai, Kolkata and Chennai. In the second phase other metros
like Bangalore, Hyderabad and Pune will be included Conditions for investment in multi branding
1. Minimum investment-of $100 Million.

2. 50% of investment to-be borne by infrastructural

Advantages of FDI in Retail

1. Emerging Opportunities

2. Benefits for the farmers

3. Improved technology and logistics
4

Impact on real estate development

Disadvantages of FDI in retail
1. Killing local shops and millions of jobs.

2. Reduction of monopolistic power Entry Options to Foreign Players in retail
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Conclusion

The foreign investment in retail which was once a prohibited sector, now became the FDI in
retail has now gained momentum in both single brand retail and multi brand retail. The very
prohibited sector has got so much of momentum The single brand retail has allowed 100% FDI. The
foreign direct investment and politically sensitive multi brand retail have been facing a lot of trouble.
, yet policies are to be changed and should allowed in a phased manner. This will make the retail
industry to be tapped and the growth will be well developed in encouraging the GDP growth of the
country. The small retail stores should also function in.a smooth manner even if the foreign players
dominate the segment. To Conclude, The growth of retail industry will be tapped which will allow

foreign players to play a major role'in upbringing this industry.as an‘emerging sector.
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ROLE OF FDI IN AGRO PROCESSING INDUSTRY IN INDIA
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Introduction

Agriculture is a critical sector of the Indian economy.. Though its contribution to the overall
Gross Domestic Product (GDP) of the country has fallen from about 30 percent in 1990-91 to less
than 15 percent in 2011-12, a trend that is expected in the development process of any economy,
agriculture yet forms the backbone of development. An average Indian still spends almost half of
his/her total expenditure on food, while roughly half of India’s work force is still engaged in
agriculture for its livelihood. Being both a source of livelihood and food security for a vast majority
of low income, poor and vulnerable sections of society, its performance assumes greater significance
in view of the proposed National Food Security Bill and the ongoing Mahatma Gandhi National
Rural Employment Guarantee ‘Act (MGNREGA) scheme. The experience from BRICS countries
indicates that a 1% growth in agriculture is at least two to three times more effective in reducing
poverty than the same growth emanating from non-agriculture sectors. Given that India is still home
to the largest number of poor and malnourished people.in the world, a higher priority to agriculture
will achieve the goals of reducing poverty and malnutrition as well as of inclusive growth. Since
agriculture forms the resource base for a number of agro-based industries and agro-services, it would
be more meaningful to_view agriculture not as farming alone but as a holistic. value chain, which
includes farming, wholesaling, warehousing (including logistics), processing, and retailing. Further,
it may be noted that in the last two Five Year Plans, it is clearly mentioned that for the economy to

grow at 9%, it is important that agriculture should grow at least by 4% per annum.

Methodology : The research paper is based on the secondary data source.

Agro Processing industry : is regarded as the sunrise sector of the Indian economy in view of its
large potential for growth and likely socio economic impact specifically on employment and income
generation. Some estimates suggest that in developed countries, approximately 14 per cent of the
total work force is engaged in agro-processing sector directly or indirectly. However, in India, only
about 3 per cent of the work force finds employment in this sector revealing its underdeveloped state
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and vast untapped potential for employment. There is no denying that India has to live with the
problem of unemployment for many years to come. Therefore need arises to make all over

development among all sections of the society especially in rural agro based industrial units.

Concept of Agro Processing Industry

Agro Processing industry would mean any activity involved in cultivation, under controlled
conditions of agricultural and horticultural crops, including floriculture and cultivation of vegetables
and post-harvest operation on all fruits and vegetables. The development of agro-industries has
assumed crucial importance in the economic planning as well as progress of the country

According to United Nations Industrial Development Organization (UNIDO), the term agro-
industry signifies those industries, which use raw materials from agriculture as main material from
that manufactured goods are produced on commercial scale. The term also applies to those
industries, which are contributing for the development of agriculture including agriculture produce.
Thus, agro-based industries can be broadly defined as those industries that are dependent upon

agriculture for their raw material and other basic inputs.

Indian Agro Food Processing Industry:

The food processing industry is one of the largest industries in India and ranks fifth in size.
The Indian food processing industry has an estimated size of $70 bn(Ministry of Food Processing,
Government of India). The industry’s centribution to the country’s GDP in 2005 was about 7.3%
and had a share of 7% in the total industrial production. It employs 1.6 million workers directly.
India is endowed with the second largest arable land, second largest irrigated-land under cultivation

in the world and advantage of diverse agro-climatic zones across its geographical spread.

The country’s world ranking as a producer vis-a-vis other nations is indicated in table below.

No. | Product Production (MMT) | India’s Rank
1 Wheat 72 2
2 Rice, Paddy 124 2
3 Coarse grains (including maize) 29 3
4 Milk 97 1
5 Fruits 60 2
6 Vegetables 115 1
7 Edible Oilseeds 25 3
8 Pulses 15 1
9 Sugarcane 245 2
10 | Tea 0.85 1

( Source: www.apeda.com)
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India can become the leading food supplier to the world and at the same time it has vast
growing domestic market with over a billion people and population growing at a rate of 1.6% per
annum with food being the single largest component of private consumption expenditure accounting
for 53% of the total expenditure. India’s large market size, ravenous appetite for food with growing
incomes and changing life styles create incredible market opportunities for food producers, Food

processors, machinery makers, food technology and service providers

Agro based Food Processing Industry - Key Segments

The food processing industry in India is large and includes segments such as agriculture,
horticulture, plantation, animal husbandry and fisheries. These segment also incorporate other
industries that use agricultural inputs for manufacturing edible products.

As per Ministry of Food Processing Industries indicates the segments within the food

processing industries as listed in the table below.

Segment Products

Dairy Pasteurized and packed milk, Whole milk powder, Skimmed milk
powder, Condensed milk, Ice cream, Butter, Ghee and Cheese etc

Fruits and | Beverages, Juices, Concentrates, Pulps, Slices, Frozen and Dehydrated

Vegetables products, Potato Wafers/Chips, etc.

Flour, Bakeries, Starch Glucose, Cornflakes, Malted Foods, Vermicelli,

Beer, Grain based alcohol

Grains and Cereals

Fisheries Frozen and Canned products mainly in fresh form

Meat and Poultry Frozenand packed-mainly fresh form
Snack food, Namkeens, Biscuits, Ready to eat food, Alcoholic.and Non-

alcoholic beverages

Consumer Foods

( Source: www.apeda.com)

Foreign Direct Investment(FDI) is direct investment into production in a country by a company
located in another country, either by buying a company in the target country or by expanding
operations of an existing business in that country. Foreign direct investment is done for many
reasons including to take advantage of cheaper wages in the country, special investment privileges
such as tax exemptions offered by the country as an incentive to gain tariff-free access to the markets
of the country or the region. Foreign direct investment is in contrast to portfolio investment which is

a passive investment in the securities of another country such as stocks and bonds.
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Foreign Direct Investment In Agro Food Processing Sector

The Indian food processing market is one of the largest in terms of production, consumption,
and export and import prospects. Since, India is one of the major food producers worldwide, with
new reforms ruling the roost, it encourages commercialization. The country's food processing market
is opening up to a wide range of investors across the globe. In fact, in the last decade, India moved
from an era of scarcity to surplus, in the area of food production. Consequently, analysts are of the
opinion that the Food Processing Industry in India is on an assured track of growth and profitability
over the next five years. It is also estimated that food-processing market in India will attract a
phenomenal investment, in the form of capital, human, technological, and financial, of over US$32.1
million by 2010.

Food processing sector has been attracting substantial FDI and is among the top ten sectors
getting FDI equity. FDI up to 100% equity is permitted under the automatic route in food and
infrastructure like food parks and cold chains. There are many areas for investment in this sector
which include mega food parks, agri-infrastructure, supply chain aggregation, logistics and cold
chain infrastructure, fruit and vegetable products, animal products, meat and dairy, fisheries and
seafood cereals, consumer foods/ready to eat foods, wine and beer, machinery/packaging. Though
India has a strong raw material base, it has been unable to tap the potential for processing. Only
about 2 % of the fruits and vegetables in India are processed, which is much lower when compared
to countries like USA (65 %), Philippines (78%) and China (23)%.

Why Investment In Indian Agro Food Processing Sector?

1) It is the seventh largest country, with extensive administrative structure and independent
judiciary, a sound financial & infrastructural network and above all a stable and thriving
democracy.

2) Due to its diverse agro-climatic conditions, it has a wide-ranging and large raw material base
suitable for food processing industries. Presently a very small percentage of these are
processed into value added products.

3) It is one of the biggest emerging markets, with over1200 million population and a 350
million strong middle class.

4) Rapid urbanization, increased literacy and rising per capita income, have all caused rapid
growth and changes in demand patterns, leading to tremendous new opportunities for
exploiting the large latent market. An average Indian spends about 50% of household
expenditure on food items.

S) Demand for processed food is constantly on the rise.

6) India's comparatively cheaper workforce can be effectively utilized to setup large low cost
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production bases for domestic and export markets.

7) Liberalized overall policy regime, with specific incentives for high priority food processing
sector, provide a very conducive environment for investments and exports in the sector.

8) Very good investment opportunities exist in many areas of food processing industries, the
important ones being: fruit & vegetable processing, meat, fish & poultry processing,
packaged, convenience food and drinks, milk products etc.

9) No industrial license required for food and agro processing industries except for alcoholic
beverages and items reserved for small scale sector, which are: Pickles & Chutneys, Bread,
Pastry, Hard boiled sugar candy, Rapeseed Oil, Mustard Oil, Sesame Oil, Ground nut Oil,
Sweetened Cashew nut products, Ground and" processed spices other than spice oil and
Oleoresin spices, Tapioca sago and flour

10)  Automatic approval (including foreign technology agreements within specified norms) is
permitted for FDI up to 100 percent equity of Indian companies, for all food and beverages
except for alcoholic beverages and items reserved for small scale sector

11)  Foreign equity ownership of up to 24 percent is allowed even in items reserved for small-
scale sector. An industrial license carrying a mandatory export obligation of 50% would be
required for equity beyond 24% equity

12)  Food processing industry declared a priority sector. New Exim Policy places greater thrust
on Agro based Industries

13)  Exclusive Agro Export Zones set up for end to end development for export of specific
products from geographically contiguous areas

14)  Setting up.of food parks to enable food and beverage units to use capital intensive facilities,
such as cold storage, warehouse, quality control labs, effluent treatment plant etc

15)  Agro based 100% Export Oriented Units allowed sales up to 50% in Domestic Tariff Area.

16)  Imports of capital goods and raw materials permitted at zero percent import duty for 100%
Export Oriented Units.

17)  Import of food processing machinery allowed freely with low level of duties (25-30%).
Custom duty under Export Promotion Capital Goods (EPCG) Scheme with specific export
commitments is only 5%

18)  Liberal corporate tax policy for export earnings as well as for domestic sale. Fruits and
vegetables products completely exempt from Central Excise Duty

19) 10 year tax holiday for Industrial Parks having Food Processing activities during initial 15
years

20)  Quantitative Restrictions on all food products removed. Customs duty on majority of the
products at 35%
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In general the following points can be mentioned against the need of FDI in India.

1). India already has all the requirements for a head-start in the food-processing industry. Basic
raw materials such as foodgrains, pulses, vegetables and meats can be sourced locally or
easily imported if local availability is inadequate.

2). Diversification from conventional farming of food grains to horticulture, ornamental crops,
medicinal and aromatic plants, spices, plantation crops is one of the main reasons of
attracting FDI in India

3). India's comparatively cheaper workforce can-be effectively utilized to setup large low cost
production bases for domestic and export markets,

4). Many Indian firms are eagerly seeking foreign' partners. for.joint-ventures to avail of their
technological advantage.

5). No industrial license required for food and agro processing industries except for alcoholic beverages

and items reserved for small scale sector.

Flow Of FDI In Agro Food Processing Sector:

Ministry of Food Processing Industries have taken many steps to give impetus to this sector
which include virtual deli censing-of the sector, inclusion in the priority sector for lending, allowing
100% FDI , several duty and tax reliefs, financial assistance for infrastructure building, setting up of
food processing units etc. In case of export-oriented units, foreign investment is permitted even in
case of items reserved for small ‘scale sector. In addition, the export oriented units are given a
number of incentives and concessions under the Export-Import Policy, such as, duty free import of
capital goods, raw.materials and intermediates;-etc.“EDI inflow in food processing is becoming
stronger. Sensing enormous_unexploited, potential, foreign players are increasingly showing their
interest to be a part of this rapidly rising sector. It attracted around INR 45:19 billion FDI during
1991- 2005 which is 3.3% of total FDI inflow in India, and ranked as the 7™ sector attracting largest
FDI in India. Foreign direct investment of around US$1 billion has already been approved in India's
food processing industry since 1991. The government of India has set a target of US$ 25.07 billion
of FDI Inflows to Food Processing Industries to be achieved by 2015 which will increase India's
global food trade from 1.6% to 3 % along with a rise in perishable processed food items from 6% to
20%. The national policy on food processing aims at increasing the level of food processing from 10
% during 2010 to 25% by 2025. The Foreign Direct Investment (FDI) in food processing sector in
India during the financial year 2010-11 up to November 2010 is Rs. 576.50 crores as compared to
total FDI of Rs. 5344.22 crores- marking around 11% of the overall FDI in the country.
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a1 &1 fAmrTar R 3R,
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SEURTTET 3778 UH.SL3M3. AT FIHRIT 91 SFb i dTe Slielell 3MTe.
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fafder &=ien e
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Introduction :

In India, education is the key to nation-building. It is also a well-accepted truth that providing
the correct knowledge and skills to the youth can ensure the overall national development and
economic growth. The Indian education system recognizes the role of education in instilling the
values of secularism, social equality, respect for democratic traditions and civil liberties and hunt for
justice. The education sector'in India is developing and has emerged as a strong potential market for
investments in training and education sector, due to its positive demographics (young population)
and being a services-driven economy. Further, India’s expanding position in sectors such as software
development, generic pharmaceuticals and healthcare, would .require the country to invest into
learning and training segment as well. The ‘education sector in India is also measured as one of the
major areas for.investments as the entire education system-is going through a process of overhaul.

India,” which has the third largest higher education. system in the world in terms of
enrolments, after*China and the US. The Government spending for Education sector. accounts for
3.8% of the GDP of the country and it is estimated that it requires an investment of Rs 20000 crore
over the next five years to expand and increase access. The Education in India a U.S. $100 billion
business. The FDI inflows between April 2000 to June 2015 for Education section is US$ 1,171.10
million. With the constant pace of reforms, FDI up to 100% is allowed under the automatic route in
many sectors of the Indian economy. Indian economy has scripted its presence as one of the fastest
growing economies of the world economic structure and has emerged as a key destination for

attracting FDI in the recent years.

Objectives :

1) To analyze Advantages & Disadvantages of FDI in education sector in India .
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2) To trace the recent development in education sector through FDI.
3) To review the government initiatives in education sector through FDI.
4) To make suitable suggestions for attracting more FDI inflow to India.

Methodology :
The present study is based on secondary data and the data were collected from journals,

books, news papers and websites.

Review of Literature :

Devajit Mahanta conducted the study to find out the impact of foreign direct investments on
Indian economy and concluded in his paper “ Impact of foreign direct investments on Indian
economy’”’ that Foreign Direct Investment (FDI) as a strategic factor of investment is needed by India
for its sustained economic growth and development through formation of jobs, development of
existing manufacturing industries, short and long term project in the field of healthcare, education,
research and development.

Singh (2009) stated in their study that foreign direct investment (FDI) policies play a most
important role in the economic growth of developing countries around the world. Attracting FDI
inflows with conductive policies has therefore become a key battleground in the emerging markets.

The paper highlighted the trend of FDLin India after the sector-wise economic reforms.

Present Scenario of Education sector in India :

India holds an important position in the global education industry. The country has more than
1.4 million schools with over 227 million students enrolled and more than 36,000 higher education
institutes. India has one of the largest higher education systems in the planet. However, there is still
a lot of potential for further development in the education system.
India has turn into the second largest market for e-learning next to US. The sector is currently
pegged at US$ 2-3 billion, and is expected to touch US$ 40 billion by 2017. The distance education
market in India is likely to raise at a Compound Annual Growth Rate (CAGR) of around 34% during
2013-14 to 2017-18.

The education sector in India is on the edge to witness major increase in the years to come as
India will have world’s largest tertiary-age population and second largest graduate talent pipeline
globally by the end of 2020. In FY 2015-16, the education market was worth about US$ 100 billion
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and is expected to reach US$ 116.4 billion in FY 2016-17. At present, higher education contributes
59.7 per cent of the market size, school education 38.1 per cent, pre-school section 1.6 per cent, and
technology and multi-media the remaining 0.6 %.

India’s IT firms are working with academic institutions and setting up in-house institutes to groom
the right talent as these companies move to Social Media, Mobility, Analytics and Cloud (SMAC)

technologies.

Issues related to FDI in education sector :

Despite allowing 100% FDI in the education sector, there has hardly been any investment in
this sector and the response from foreign investors has been very lukewarm, to say the least.
The major issue behind the short of investment is a not-for-profit entity. This not-for-profit
requirement has become a major bottleneck for attracting investments. Another issue related to FDI
in education sector is a Trust or a Society is also not qualified to receive foreign investments under
the automatic route. Even if investments are to be permitted, the entities being of a non-profit nature
would not be able to distribute any returns on the investment. A Section 8 Company is of a
charitable nature and hence would need applying its profits or other income towards the promotion

of its objects.

Advantages FDI in Education :
1) There will be increase in number of universities & Institutions, building of infrastructure

shall generate employment.

2) Opportunities of International degree
3) It will build Competition within the institutions leading to quality improvements.
4) Syllabus and Technological innovation.

Disadvantages of FDI in Education :

1) FDI in education sector would lead to unhealthy rivalry among differing institutions. Since
competition requires reduction in costs, infrastructure, laboratories and libraries would search
for least investment and the teaching staff would be appointed without necessary
qualifications and on such terms which would be unfair.

2) Foreign educational institutions will be interested in starting high demand courses this will

side line the national agenda and needs. The courses that will be introduced will focus on
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making quick money.
3) Superficial Curriculum Innovation with insistent Marketing will further mislead students.
4) Further FDI in education would hamper the development of indigenous and critical research

within our University education system.

FACTORS FAVOURING PROMOTION OF FDI :

Increased Investment in higher education will lead to:

a) Increased Institutions.

b) Enhanced Access to the best-universities of the world.
c) Opportunities of International Qualification.

d) World class labs and libraries.

e) Competition leading to quality improvements.

f) Curriculum and Technological innovation.

g) Research & development.

Recent developments :

. The Government of India aims to boost digital literacy to at least 50 per cent of Indians from
currently 15 per cent over a period of next three years.

. India and Germany have signed an conformity on vocational education and skill
development with a budget of US$ 3.37 million, which will help generate and improve
cooperative workplace-based vocational training in India’s industrial clusters.

. Cisco Systems plans to invest US$ 100 million in India over the next 2 years, will be used to
finance early-stage and growth-stage companies in the country, launch six new innovation
labs, three centres of expertise and train around 250,000 students by 2020.

. BRS Ventures & Holdings Ltd, owned by Abu Dhabi-based billionaire Mr. B R Shetty,
plans to invest US$ 1.8 billion in Amaravati in the state of Andhra Pradesh across projects in
healthcare, tourism, hospitality, infrastructure, and education sector.

. Tata Trusts, part of the Tata Group, has entered in to a strategic partnership with web-based
free learning portal, Khan Academy, and seeks to use technology to provide free education to
anyone, anywhere in India.

. The Central Board of Secondary Education (CBSE) has mandated the appointment of a

special educator for children with learning disabilities so that they could be assimilated with
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other students. This directive came as a part of “inclusive practices” philosophy of CBSE and
strict guidelines of ‘Right to Education™ Act.

. In an attempt to improve health care infrastructure in West Bengal, nine new medical
colleges will be opened, out of which five will be government-run while the other four will
be set up under the Public Private Partnership (PPP) model.

Government Initiatives :

Some of the other major initiatives taken by the Government of India are:

. The Union Budget 2016-17 has made the following provisions for the education sector:
o 10 public and 10 private educational institutions to be made world-class
o Scheme to get Rs 500 crore (US$ 73.36 million) for promoting entrepreneurship

among Schedule Caste/Scheduled Tribe (SC/ST)
o Rs 1,000 crore (US$ 146.72 million) allocated for higher education financing
o Rs 1,700 crore (US$ 250 million) allocated for 1500 multi-skill development centres
o 62 new Jawahar Navodaya Vidyalayas (JNV) to provide quality education

o Digital literacy scheme to be launched for covering six crore additional rural households

o Objective to skill one crore youth in the next three years under the Pradhan Mantri Kaushal
Vikas Yojna (PMKVY)

. The Government of India has announced plans to digitise academic records such as degrees,

diplomas, mark sheets, migration certificate, skill certificate, etc from secondary to tertiary-
level institutions into a National Academic Depository (NAD).

o Prime Minister Mr Narendra Modi launched the Skill India initiative — ‘Kaushal Bharat,
Kushal Bharat’. Under this plan, the government has set itself a target of training 400 million
citizens by 2022 that would enable them to find jobs. The initiatives launched include various
programmes like: Pradhan Mantri Kaushal Vikas Yojana (PMKVY), National Policy for
Skill Development and Entrepreneurship 2015, Skill Loan proposal, and the National Skill
Development Mission.

o National Policy for Skill Development and Entrepreneurship 2015 is India’s first integrated
program to develop skill and promote entrepreneurship simultaneously. The vision of this
programme is to skill the Indian youth rapidly with high standards and at the same time
promote entrepreneurship thus creating wealth and gainful employment for the citizens.

o The National Skill Development Mission is developed to expedite the implementation of

skilling activities in India by providing robust institutional framework at the centre and the
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state.
. India and Australia have signed a Memorandum of Understanding (MoU) to advance

partnerships between the two countries in the fields of higher education and research,
including technical and professional education, schools, vocational education and training.

. The National Skill Development Corporation of India (NSDC) under a Public Private
Partnership promoted by the Ministry of Finance, Government of India signed a
Memorandum of Understanding with Center for Research & Industrial Staff Performance
(CRISP), India to explore national and international opportunities for strengthening skills

development in India

Conclusion :

FDI has been a flourishing factor that has strengthened the economic life of India. “Investor
friendly” environment will help India establish itself as a favoured destination of foreign investors.
Education sector has seen a host of reforms and improved financial outlays in recent years that could
possibly transform the country into a knowledge haven. Furthermore, with online modes of
education being used by several educational organisations, the higher education sector in India is set
for some major changes and developments in the years to come. FDI in Education should be
channelled properly to raise the quality of education. There should be a suitable regulatory
framework that would ensure quality and standards in curriculum, courses, teachers, evaluation and
assessment systems etc..There should be effective registration and certification system, which will
prevent unapproved institutions from-partnering, and.-good-quality institutes can enter into Indian
education hub, which will create a good platform for“domestic and foreign institutions for the
exchange of technology and talents, so that the former can compete effectively in a global
environment. A regulatory body should be framed otherwise India might face some bad
consequences in context of culture and autonomy of foreign education providers.

We need to establish institutes which can bring new culture and infrastructure for creating
better talent pool There should be effective registration and certification system, which will prevent
unapproved institutions from partnering, and good quality institutes can enter into Indian education
hub, and which will create a level playing field between domestic and foreign institutions so that the

former can compete effectively in liberalised environment.
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ABSTRACT :

This paper explores the role of FDI on Agriculture Sector of Indian economy and
examines the expected benefits of FDI in Indian Agriculture Sector. FDI is one of the significant
tools to increase job opportunities through the Commercialization and Modernization in
Agriculture Sector. Since the sector provides employment opportunities to fifty two percent
workforce. Agriculture plays an important role in economic development of any nation including
India. The contribution of Agriculture Sector to national GDP (Gross Domestic Product) has
continued to decline over the years. To improve agriculture productivity and streamline it with
manufacturing and service sector, there is a strong need to adopt many measures, out of which,
promote FDI inflow in agriculture sector in Indian economy.

KEYWORDS : FDI, Agriculture Sector, expected benefits of FDI and Indian economy.

INTRODUCTION:

After globalization almost every country in Asia welcomes foreign direct investments in
many sectors. Being an agrarian developing country India is not a exception, like all other countries
India also allowed FDI in various sectors including agriculture. FDIs have been playing an important
role in promoting economic growth. Performance of Indian economy is dependent upon the growth
of agricultural sectors. So there is a strong need to promote FDI inflow in agriculture sector in Indian

economy.

DATA SOURCES:
The present study is based on secondary data which has been collected from the various issue

of Articles, websites, books, statistical data etc. the present data has been processed and presented in

www.goeiirj.com ISSN : 2278 — 5639 Page 80




Impact Factor (II1JIF)

izt"irv":iiﬂufna' Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 - 5639

Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

the form of different figures and suitable tables.

OBJECTIVES:
1. The objective of present paper is to study FDI policy in India.
2. The second main objective is to study FDI in Agriculture Sector: how good is it for an

Agrarian Economy.

MEANING OF FDI:

“It means a foreign company makes an active investment in local business.”

“It is a direct investment-into production or business.in“a country by an individual or
company in another country.”

“FDI is direct investment into production in a country by a company located in another
country, either by buying a company in the target country or by expanding operations of an existing

business in that country.”

FDI POLICY IN INDIA:

The main governing bodies that define the “future role of agriculture in India are the Ministry
of Agriculture, the Ministry of Rural Infrastructure and the Planning Commission of India. It aims at
developing agricultural sector of India. The latest developments in-FDI in Indian agriculture sector
are as follows.

FDI up to.100% is permitted under the automatic route in activities such as development of
seeds, animal-husbandry,-cultivation of vegetables, vegetables and mushrooms etc., under controlled

conditions and services Telated to agro and allied sectors.

WHAT MEANS AGRICULTURE FOR INDIA:

Agriculture, and its allied services, has substantial part in India’s nationalincome, since
independence, and major job providing sector (almost 52% of the population). This sector
contributes a major share in country’s GDP.

It may be said that “agriculture from India and India for agriculture”, as agriculture forms an
important identity for India.

This sector contributes a major portion in country’s GDP. This can be observed from

following table.
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TABLE: SHARE OF AGRICULTURE AND ALLIED SERVICES IN INDIA’S GDP (FROM

2001-02 TO 2011-12)

. . Gross Domestic Agriculture & Allied . .
Financial . . . Agriculture (in Rs.
Product (in Rs. Cr) at Services (in Rs. Cr) at .
Year . . Cr) at 2004-05 Prices
2004-05 Prices 2004-05 Prices

2001-02 24,772,052 (100) 5,54,157 (22.42) 4,67,815 (18.92)

2005-06 32,53,073 (100) 5,94,487(18.27) 5,02,996(15.46)

2009-10 45,16,071 (100) 6,60,987(14.64) 5,57,715(12.35)

2010-11 49,97,006(100) 7,13,477(14.45) 6,06,848(12.29)

2011-12 52,43,582(100) 7,39,495(14.10) 6,30,540(12.02)

Figures in bracket represent the percentage as compared to GDP

Agriculture sector has a good sharing in India’s GDP in various time periods. But the share
of this sector has been continuously declining because of heavy investments that are being made in
industrial sector and services sector as, comparatively, fast and big profits which results from these
(industry and service) sectors have attracted the capital investors and labour forces of the country.
Besides being an agrarian economy, India also needs to import several bulk consumption goods
(cereals and cereal preparations,-edible oils, pulses and sugar etc.) to fulfil the demand of the

population.

FDI IN AGRICULTURAL SECTOR:

In India (with effect from 5 April,.2013) 'FDIL is_permitted, in order to-promote private sector
participation, in-agriculture sector is permitted, through automatic route up to 100% 1in the following
works:

¢ Development and production of seeds and planting material

e Services related to agro and allied sectors.

UNDER CONTROLLED CONDITIONS:

» Floriculture
Horticulture
Apiculture
Cultivation of vegetables & mushrooms

Animal husbandry

YV V V V VY

Aquaculture
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EXPECTED BENEFITS OF FDI IN AGRICULTURE SECTOR:

Population over 120 crores will always needs:

» Food &

» Income earning opportunities.

Agriculture is old and most important practiced profession of the country. A large workforce
is skilled enough to practice agriculture. But both, the workforce and investor, in huge numbers, are
showing disinterest in giving their contribution to this sector, as eagerness is shown towards
industrial and service sector.

It is also true that a big part of country’s land (including cultivable) is being taken over
industrial sector, year by year, in‘ordet to utilise and flourish .the investments made in industrial
sector.

Home country’s investor and intellectuals do not care more about agriculture sector and
hence the sector lack:

1. Financial assistance (e.g. credit and banking services etc.)

2. Technical assistance (e.g. irrigation and techniques such as multi crop farming etc.)

3. Marketing assistance (Indian farmers are good producers but not good marketers).

So, FDI can be better way to finance the agriculture sector and gain more investment
injected, especially through private sector. Some of the benefits which FDI can provide are:

o FDI is expected to greatly benefit Indian farmers as a majority-of them engage in small scale
businesses and earn less profit;

o FDI can be used to propagate agriculture R&D, develop technologies for energy savings, and
protect the environment, which could help increase yield.

o FDI along with the domestic corporate effort and investment can resolve back end issues
relatéd to modernising agricultural markets (12" Five Year Plan) FDI has an‘added potential
to link farmers to wider markets by expanding export.

It is also not such that, in the area of agriculture, wherein, FDI is permitted, India is not
having any good standing in home or at global level. In fact, India do hold an important position in
producing those commodities, and FDI will increase the exiting strength and provide good returns to
the investors, for example:

1. As per the Indian Horticulture Database (2010) given by National Horticulture Board (GOI),
the export of output of horticulture sector have been showing increasing trend. India was the
second largest producer (next to China) of the fruits in the world during 2009-10.

2. The importance of apiculture (bee-keeping) has been explained by Director of General of
Employment and Training, Ministry of labour and Employment (GOI), in course curricula

for modular employable skills, as India produces about 70,000 tonnes of honey every year of

www.goeiirj.com ISSN : 2278 — 5639 Page 83




a() Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 — 5639
Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

which 25-27,000 tonnes is exported to more than 42 countries.

3. Even Indian flowers for example Dutch roses, are also demanded by many countries
including European countries & Japan. Bangalore is considered as export hub with much
export oriented units in nearby regions.

To solve the problem related to finance, technology and marketing skills, the injections of
more investment through FDI, in agriculture sector will be of great help. And profit resultant by
these investments can attract the Indian investor (who are able to invest presently, but hesitates to
invest, and also the prospective investors)-to thinksseriously about investing in the agriculture sector
and let India be remain proud on being an agrarian economy.

CONCLUSION:

The subsequent development of the Indian agriculture through FDI is predicted to have a
significant positive impact on the million strong rural populations living in about 600,000 small
villages of India. Rapid investment in technology development, irrigation infrastructure, emphasis
on modern agricultural practices and provision of agricultural credit and subsidies are the major
factors contributed to agriculture growth. FDI in India agriculture sector increase employment
opportunities. FDI remains ‘permanent in the host country because ofthe development in the
infrastructures of the host country.
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FDI IN INDIAN SERVICE SECTOR

Dr. S. R. Nikam, Kishori Deshmukh,
Head — Department of Economics, Research Scholer,
KRT Arts & Commerce College, Vani. KTHM College, Nashik.
Introduction

The services sector is not only the dominant sector in India’s GDP, but has also attracted
significant foreign investment flows, contributed significantly‘to exports as well as provided large-
scale employment. India’s services sector covers a wide variety of detivities such as trade, hotel and
restaurants, transport, storage and communication, financing, insurance, real estate, business
services, community, social and personal services, and services associated with construction.

Market Size

The services sector is the key driver of India’s economic growth. The sector contributed
around 66.1 per cent of its Gross Value Added growth in 2015-16, thereby becoming an important
net foreign exchange earner and the most attractive sector for FDI (Foreign Direct Investment)
inflows.!

According to a report_by leading research firm Market Research Store, the Indian
telecommunication services market is expected to grow by 10.3 per‘cent year-on-year to reach US$
103.9 billion by 2020.

The Indian digital classifieds industry-is-expected to grow three-fold to.reach US$ 1.2 billion
by 2020, driven by growth in horizontal classifieds like online services, real‘estate and automobiles.”
Out of overall services sector, the sub-sector comprising financial services, real estate and
professional services contributed US$ 305.8 billion or 20.5 per cent to the GDP. The sub-sector of

community, social and personal services contributed US$ 188.2 billion or 12.6 per cent to the GDP.

Market size of IT industry in India (US$
billion)

FY2010 FY2011 FY2012 FY2013 FY2014 F¥2015 FY2016E

mDomestic WExport

Source: Nasscom, TechSci Research
Mote: E - Estimates
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Investments

The Indian services sector has attracted the highest amount of FDI equity inflows in the
period April 2000-March 2016, amounting to about US$ 50.79 billion which is about 17.6 per cent
of the total foreign inflows, according to the Department of Industrial Policy and Promotion (DIPP).
Some of the developments and major investments by companies in the services sector in the recent
past are as follows:

e Gadgetwood, an on-demand repair services & refurbishment company, has raised US$ 6
million from private equity fund CarpediemsCapital;. which will be used for expanding its
presence to other geographies, starting ‘with  the metros and moving to set up a presence
across 10 cities by 2017, and broaden the scope of its repairs capabilities to include, laptops,
wearable tech and LEDTVs.

e Online food ordering and delivery service firm Swiggy, owned by Bundl Technologies
Private Limited, has raised US$ 15 million in a fresh funding round led by Bessemer Venture
Partners along with existing investors SAIF Partners, Norwest Venture Partners, Accel
Partners, and Apoletto Asia.

e Factset, a US-based financial data and analytics firm, plans set up‘its largest global office at
Divyasree Orion Special Economic Zone (SEZ) in Gachibowli, Hyderabad.

e LogixHealth Private Limited, a wholly-owned subsidiary of LogixHealthInc, USA, plans to
invest around US$ 15 million and hire 1,000 people for its upcoming facility in Coimbatore.

e Meru Cab Company Pyt Ltd, the Mumbai-based radio cab service, has raised Rs 150 crore
(US$ 22:37 million) from Brand. Capital, the investment.arm.of-Bennett Coleman and Co,
which will be used to fund advertising and-provide user incentives including discounts and
loyalty schemes.

e SSG Capital Management Group, a Hong Kong based Private Equity (PE) investor, has
acquired a 40 per cent stake in the logistics company Future Supply Chain Solutions (FSC),
for Rs 580 crore (US$ 86.5 million) from existing shareholders including Future Retail
(FRL) and Fung Group, promoted by billionaire Victor Fung.

e Vistra Group Ltd, a Hong Kong-based professional services provider, has acquired IL&FS
Trust Company Ltd, India’s largest independent corporate trust services provider, which will
enable Vistra to expand the platform to provide a broader suite of corporate and fiduciary
services and thereby gain a foothold in the Indian corporate services market.

e Pink Blue Supply Solutions Pvt. Ltd, a clinical supplies provider, has raised Rs 1.5 crore
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(US$ 0.22 million) in a seed round of funding from TermSheet.io, a transaction-focused

service provider for start-ups and investors, which will be used to ramp up technology,

improve customer experience and operational capabilities, put in place smart supply chain
management across hospitals and clinics, and hire larger teams.

e IcertisInc, a contract management software maker for enterprises based out of Pune and
Mumbai in India, has raised US$ 15 million in series B round of funding from Ignition
Partners and Eight Roads Ventures, which will be used to invest in marketing and expand its
global operations.

e OfBusiness, an online marketplace for business-to-business (B2B) commerce, has raised
USS$ 5 million in series A funding round led by Matrix Partners India, which will be used to
expand the team and build a technology platform for small and medium enterprises (SME:s).

Government Initiatives

The Government of India recognises the importance of promoting growth in services sectors
and provides several incentives in wide variety of sectors such as health care, tourism, education,
engineering, communications, transportation, information technology, banking, finance,
management, among others.

Prime Minister Narendra Modi has stated that India's priority will be to work towards trade
facilitation agreement (TFA) forsservices, which is expected to help in the smooth movement of
professionals.

The Government of.India has adopted a-few initiatives in the recent past. Some of these are
as follows:

e The Government of India plans to significantly-liberalise its visa regime, including allowing
multiple-entry tourist and business visas, which is expected to boost India's services exports.

e Mr Ravi Shakar Prasad, Minister of Communication and Information Technology,
announced plan to increase the number of common service centres or e-Seva centres to
250,000 from 150,000 currently to enable village level entrepreneurs to interact with national
experts for guidance, besides serving as a e-services distribution point.

e The Central Government is considering a two-rate structure for the goods and service
tax(GST), under which key services will be taxed at a lower rate compared to the standard
rate, which will help to minimize the impact on consumers due to increase in service tax.

e By December 2016, the Government of India plans to take mobile network to nearly 10 per

cent of Indian villages that are still unconnected.

www.goeiirj.com ISSN : 2278 — 5639 Page 90




a() Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 — 5639
Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

e The Government of India has proposed provide tax benefits for transactions made
electronically through credit/debit cards, mobile wallets, net banking and other means, as part
of broader strategy to reduce use of cash and thereby constrain the parallel economy
operating outside legitimate financial system.

e The Reserve Bank of India (RBI) has allowed third-party white label automated teller
machines (ATM) to accept international cards, including international prepaid cards, and has

also allowed white label ATMs to tie up with any commercial bank for cash supply.

Conclusion

Services sector growth is” governed by both domestic- and. global factors. The sector is
expected to perform well in FY16. The Indian facilities management market is expected to grow at
17 per cent CAGR between 2015 and 2020 and surpass the $19 billion mark supported by booming
real estate, retail, and hospitality sectors. The performance of trade, hotels and restaurants, and
transport, storage and communication sectors are expected to improve in FY17. Loss of growth
momentum in commodity-producing sectors had adversely impacted transport and storage sectors
over the past two years. The financing, insurance, real estate, and business services sectors are also

expected to continue their good.run in FY17.
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IS YOUR TOP ALIGNED
Mr. Pankaj S Aher,
BE., MBA, pursuing Ph.D.

The Need

At times we wonder how come few plants or divisions or business units in big Organisations
with best in class processes fail to deliver the goals while few plants, divisions succeed to deliver
short term results even in absence of good processes.

Both the situations are obvious than surprise.

The people working in such organisations can explain the reasons easily than the outsiders
because they see it happening daily. However most of the times the situations are analysed as
autopsy than biopsy.

Hence the need arises to analyse and understand the direction of the organisations where

thaey are heading to before the crisis hits !!

The reality

In many world class organisations the business processes , functional KPIs ,operating
procedures are defined and are well understood from top to bottom.and they have highly capable and
talented management teams . Ideal these organisations are best suitable to produce higher results
beyond doubth Then why do we find that many times its not so. The reasons are beyond the
processes, KPIs and strategies and the talent level of the people. The reasons are more associated
with how people-at-top are aligned with each other , how they collaborate with each other and what
smell ( feeling of trust or distrust in each other) they percolate in the organisation !

The reality is that the people at the centre or bottm of the pyramid knows there business very
well , they know what works and what does not for their business. Normaly who messes it up or can
reorient is absolutely the Top .

The alignement of people is a soft issue and does not reflect in internal audits ,operational
performance evaluation or documentation .

Based on the senior leadership alignment and the organisational processes clarity to the people

downline , these can be broadly catogarised in 4 ways .
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(Trust with low clarity)
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(Blame.Clagitx.Speed )
High mediuvm term results

Knowledgeable self-
centered teams.

(Blame low clarity )

Failed Organisations
(Confused teams)
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TCS (Trust ,Clarity and Speed) :

These plants and divisions are highly successful in their results , speed of execution .People
in such organisations are very clear about what is to be achived and where are they heading to .The
top leadership are so aligned that the whole organisation gets the comman message , comman
language and the teams are aware that they can neither take short cuts or fool around . All the top
leadership is on one page in understanding the topics ,issues or challenges and find most comman
solutions to approach the problems.

The teams feel very comfortable , confident and enjoy the open culture with out fear .There
are basicaly very healthy organisations .The speed of the execution is also faster as the decisions at
the top are made in one go andsthere are no counters once the decisions are made.Even if they
disagree for certain decisions , they align considering the comman final goal and work togather for it
.The risk taking ability of the growth of the organisation is high .Surely the risks are well calculated
and people are ready to share the success as well as the failures.

They believe in giving freedom to there teams below them for deciston making rather than
escalations .
The leader ship has a strong trust ,bonding and personal respect for each other and challenge each

other with a clear vision to achive comman agenda.

BCS (Blame, Clarity, Speed) :

These plants or divisions are very strong in the functions as per organisation structures or
Business line orientation .Functionaly the results may sound strong however business as a whole
can not leverage the synergy due to strong walls formed between the functions or divisions.

People at the center or bottom of the pyramid knows there jobs, processes very well, however

gets self centered approaches due to strong functional barriers.
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The leaders are more focused on functional targets ,strategies and the bigger picture may get
ignored or even if its known, its seen by individuals and not as the management team . This can lead
to ego issues, driving decisions as strong individuals than the organisation.This happens due to the
strong knowledge based leadership with lack of expected maturity at that level .Hence the opinions
are conflicting and hence all not necessarily follow the declared dotted leader .

They believe in solving issues by escalations than decentralising the decision making powers
to lower level teams .

The results are also achived with-speed.gshewever they are short term and hence can not
sustain due to clash of priorities and cross communications ,politics_at higher level . The lower level
teams start blaming each other to pass on the. failures -to other functions and the culture of the
organisation gets spoiled , the trust is lost in order to prove who is right and who is wrong or who is
more powerfull than other .Even the successes are not celebrated toagather .The teams celbrates their
successes in isolation than as a whole organisation togather .In such scenario few functions may
achieve the targets but the organisation as a whole is not able to deliver the expectations.

The growth of the business is hampered as the overall risk taking ability of the organisation
goes down due to lack of trust on each other .Normaly successe are shared hesitantly and failures are
disowned.

Its very difficult to find out exactly what is the real problem as its not seen on the surface as

its an undercurrent which affect the organisation adversely for longrun.

TLC ( Trust , Low clarity )

These organisations are 'based on'strong leadership and functional /divisional collaboration.
However they are not run with strong written down , well understood policies / process and
strategies .The results come for short term due to the effective leadership and trust between
functional leaders.

The trust fosters the short growth and risk taking ability. However due to lack of strong
foundation of policies and strategies the risks are heroic in nature than calculated ones. The
performance management is poor due to too much of people orientation ignoring the priorities and
policies. The people at lower level are not developed in knowledge due to lack of processes and too
much dependency on leadership. Normaly the second and third layers are weak. Hence can lead to
disasters particularly when the markets are not growing.

When the leadership changes, people find it very difficult to adopt to the new culture and the
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moral of the organization goes down. People find it very difficult to adjust with the new norms,

processes and the overall culture.

The Solution

The best solution to improve Trust is to make leaders understand that the “’success is to be

measured for worthy goal’’ then the self-realization of leadership will change . This does not happen
unless people go deep inside themselves.
People at senior leadship will work for largensthan life -goals. The personal egos , priorities,
ambitions will not take over the-organizational -and people deyelopment priorities .They will
demonstrate maturity not only for functional or divisional business-decisions but also for larger
purpose ,customer centric ,social and environmental cause .

The whole management team should always visually appear together whenever possible to
the larger forums in the organization. They must make purposeful attempts to show togetherness to
the teams. They must encourage escalations for support purpose only rather than for blames or
complaints.

The employees surveys in organizations should not only focus on people engagement but
should also aim at collecting information of leadership alignment. How teams see their leaders
interacting ? Are conflicting singles coming down the line ? Do they get common messages from
senior leaders? Are the successes shared with Divisions, functions? Are failures owned together?

The Clarity in_the-organization will come by ensuring development of strong second line,
imparting best in class processes and not.compromising the-business-ethics and practices. It needs to
be ensured that the rules, procedures should not change-drastically due to change in leadership as it
confuses the teams .

May it be a Business organization, political organization or a NGO the issues are similar in

nature and the solutions are also obviously the same ....... in the hands of people!!

www.goeiirj.com ISSN : 2278 — 5639 Page 95




izt"irv":iiﬂufna' Impact Factor : 3.541 Peer-Reviewed Journal ISSN : 2278 - 5639

Impact Factor (II1JIF)

Global Online Electronic International Interdisciplinary Research Journal (GOEIIR])

Theme : Foreign direct investment and Indian economy

{Bi-Monthly} Volume - V Special Issue — 111 January 2017

FDI (FOREIGN DIRECT INVESTMENT)

Shivani Pagariya,

Arts and Commerce college vani, Tal. Dindori Dist. Nashik.

1 INTRODUCTION :

Foreign Direct investment refers to the investment made by foreigners in the country it
include all investment made by foreign individual .institutional and government. The foreign
investment can be divided into two categories;i.e. private and public. Foreign Direct Investment is
the part of private foreign investment. FDI is treated as an important mechanism for channelizing
transfer of capital and technology and thus perceived to be a potent factor in promoting economic
growth in the host countries.Moreover, MNCS consider FDI as on important means to recognize
their production activities across borders in accordance with their corporate strategies and the
competitive advantage of host countries.

FDI can be defined as a cross border investment, where foreign assets are invested in to
organizations of the domestic market excluding the investment in stock. It/brings private funds from
overseas into products or service. The domestic ‘market company in which foreign currency is
invested is usually being controlled by the investing foreign company_. To put in simple words, FDI
refers to capital inflows from abroad that are invested into change the production capacity of the
economy.

Foreign direct investment in india has played an important role in the.development of the
indian economy. FDI in_india has in a lot of ways enabled india to achieve of certain degree of
financial stability, growth and development. Foreign direct investment inflow in.to the core sectors
is assumed to play a vital role as a source of capital, management and technology in countries of
transition economies. It implies that FDI can have positive effects on the host economy’s
development effort. As a whole, FDI have a become the major economics driver of globalization in

recent times.

2 OBJECTIVES OF THE STUDY:
1) To know and understand the concept of foreign direct investment.
2) To evaluate the impact of FDI in retail sector on the economy.
3) To study the SWOT analyses of retail sectors.

4) To know the advantages and disadvantages of FDI in retail sector.
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3 Need For FDI :

India needs FDI for following reasons

1) Sustaining high level of investments: being a developing country, india need certain amount
saving to invest for its development. This gap between investment and saving is filled by
foreign capital.

2) Technological Gap: India has lower level of technology as compare to developed countries
which is very necessary for indusrial and other development so it needs technology
transfer which comes with FDI-when itssassumes the form of private foreign investments.

3) Exporitation of Natural Resoureces: India 1s full with natural resources but it has no required
technical skill and expertise to exploit it so India need foreign capital to undertake the
exploitation of its mineral health.

4) Development of Economic Infrastructure: Domestic capital of developing countries like
India its too low to built up its economic infrastructure, so its need some foreign capital

to develop its economic infrastructure.

There are four mian working pillars of FDI they are financial® collaborations, technical
collaborations & joint ventures, capital markets, via Euro issues and private placements or

preferential allotments.

4 Research Methodology:
The present study is based on secondary source of date secondary data:is collected through

various books; Journals, Websites and Internet.

5 FDI in Multi-Brand Retail:

The government has also not defined the term Multi Brand FDI in Multi Brand retail implies
that a retail store with a foreign investment can sell multiple brands under one roof. In July
2010,Department of Industrial Policy and Promotoin (DIPP). Ministry of Commerce circulated a
discussion paper on allowinig FDI in multibrand retail. The parer doesn’t suggest any upper limit on
FDI in multi-brand retail. If implemented, it would open the doors for global retail giants oto enter
and establish their footprints on the retail landscape of India Opening up FDI in multi-brand retail
will mean that global retailers including Wal-Mart, Carrefour and Tosco can open stores offering a
range of household items and grocery directly to consumers in the same way as the ubiquitous

“Kirana” store.
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After the economy has been opened up,globalization has taken root. The Indian investment
climate has changed, opening up many opportunities in the retail industry. According to the Globla
Retail Development Index 2012, India ranks Fifth among the to 30 emerging markets for retail. The
rcent announcement (September 2012) by the Indian government of allowing 51% foreign
investment in multi-brand retail sector has created positive sentiments. In spite of widespread

protests against FDI, allowing FDI in the retail sector will result in a lot of benefits.

6 FDi in retail sector in India :

The retail industry is the sector of.economy . which is consisted of individuals,stores,
commercial complexes,agencies,companies,and organizations-ete, involved in the business of selling
or merchandizing diverse finished products or goods to the end-user consumers directly and
indirectly. Goods and product of the retail Industry or sector are the finished final objects/products
of all sectors of commerce and economy of a country. The retail sector of India is vast and huge
potential for the growth and development, as the majority of its constituents are unorganized. The
retail sector of India handles about 250 billion every year, and is expected by economists to reach to
660 billion by the year 2015. The business in the organized The retail sector of India, is to grow
most and faster at the rate of 15-20% every year and can reach the level of billion by the year 2015.
Here it is not worthy that retail the sector of India contributes-about 15% to the national GDP, and
employs growing economy with a-rate approximatgely 8% per year makes its retail sector highly
fertile and profitable to the foreign investors of all the secotrs 6f commerce and economy of all over
the world. Global+jurix, a full fledged legal lorganization prominent werldwide, provides all
encompassing service and advice for most lucrative and secured FDI in Indian retail sector.

As per .the current regulatory regime, retail trading (expect under single-brand product
retailing-FDI upto 51 percent, under the government route) is prohibited in India. Simply put, for a
company to be able to get foreign funding, products sold by it to the general public should only b to

a ‘single-brand’; this condition being in addition to a few condition to be adhered to.

7 Advantages of FDI
1) Increase economic growth by dealing with different international products.
2) 1 million (10 lacks) employment will create in three years-UPA Government.
3) Billion dollars will be invested in Indina markets.
4) Spread import and export business in different countries.

5) Agriculture related people will get good price of their goods.
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8 Disadvantage of FDi

1) Will affect 50 million merchants in India

2) Profit distribution, investment ratio are not fixed.

3) An economical backward class person suffers from price raise.

4) Retailer faces loss in business.

5) Market places are situated too far which increases traveling expenses.

6) Workers safety and policies are not mentioned clearly.

7) Inflation may be increased.

FDI would be introduced only in 18 states-and state government could choose whether or not

to implement it.

FDI would be introduced only in 53 cities had a population clearly.

9) Opprtunities:

There will be more organization in the sector: Organized retail will need more workers.
According to findings of KPMG, in China, the employment in both retail and wholesale trade
increased from 4% in 1992 to about 7% in 2001, post reforms and innovative competition in retail
sector in that country.

Healthy Competition will be boosted and there will be a chekck on the prices (inflation):
Retail giants such as walmart, Carrefour, tesco, Target and other-global retail companies already
have operations in other countries for over 30years. Until"now, they have not at all become
monopolies rather-they have managed to keep a check on the food inflation through their healthy
competitive practices.

Create transparency in the system: The intermediaries operating as per mandi norms do not
have transparency in their pricing According to some of the reports, and average Indian farmer
realizes only one-thired of the price, which the final consumer pays.

Heavy flow of capital will help in building up the infrastructure for the growing population:
India is already operating in budgetary deficit. Neither the government of India nor domestic
investors are capable of satisfying the growing needs(School, hospitals, transport etc.) of the ever
growing Indian population. Hence foreign capital inflow will enable lus to create a heavy capital
base.

There will be sustainable development and may other economic issues will be focused upon:
many Indian small shop. Owners employ workers, who are not under any contract and also under

aged workers giving rise to child-labour. It. Also boots corruption and black money.
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THE INFRASTRUCTURE SECTOR IN INDIA - PAST, PRESENT AND
FUTURE

Ashok Sonawane,
Ph.D Scholer.

Introduction

The infrastructure sector in India has evolved from purely Government funded projects to
newer business models involving partial or complete ownership of the private sector. Currently, the
infrastructure sector is in a state of flux, with the sector being hit by slowdown in the economy and
strain being faced by various infrastructure developers. Going ahead, the sector is poised to bounce

back with new opportunities.

Infrastructure development — Past versus Present

There has been a growing emphasis on infrastructure development in the post liberalisation
era. This is in stark contrast to previous years where there was little emphasis on infrastructure asset
creation, with government being both facilitator and provider of infrastructure. But this situation has
undergone a change in recent years, with an increased focus on infrastructure development. The start
of the last decade has witnessed increased investments in infrastructure sector, accompanied by a
transformation in the business models with more proactive participation from private sector in the
form of Public-Private-Partnership (PPP) projects, particularly in roads and power sector.

The Gross Capital Formation (GCF) (as an indicator of investment in infrastructure) grew
from 5.6% of GDP in FY07 to 6.5% of GDP in FY12. Overall share of investment in infrastructure
(as a share of GDP) over the XIth Plan period was 7.1%, up from 5% in Tenth Plan. The share of
private sector participation in the XIth plan, envisaged at ~ 30% at the start of the plan, was ~ 37%
during the Plan duration.

Risks / Current challenges in infrastructure development in India But the progress of
infrastructure development has not been smooth in the recent years, with significant shortfalls in
planned investments. This problem is compounded by the fact that many of the announced projects
are yet to be completed, with large time and cost overruns. Figures sourced from Government
reports reveal that nearly 276 projects out of 566 projects tracked by Ministry of Statistics and
Programme Implementation have been delayed. Some estimates of Ministry of Finance peg the

worth of delayed projects, due to pending approvals, at ~ INR 1 lakh Crore.
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Some of the key issues outbreak the sector are:

1. Land acquisition and environmental clearance
2. Lack of coordination between various Government agencies
3. Inappropriate structuring of the projects, particularly of demarcation of risks and rewards

between Government and private sector

4. Lack of a proper dispute resolution mechanism between private players and government
agencies

5. Debt burden of infrastructure developers, as a consequence of execution delays and irrational
bidding

A number of firms have had their debt recast by corporate debt restructuring cell, with some
firms resorting to sale of BOT assets to reduce their debt burden, post award of the project. This has
also delayed project implementation. The order inflows for large infrastructure firms have declined
over the past 1-2 years. The appetite of infrastructure developers for new projects has significantly
reduced. This has resulted in very lukewarm response to bids from the government agencies like
NHALI in the PPP route. Banks are also being cautious in lending to infrastructure sectors, where

exposure limits have already been reached.

Future growth areas for the sector

The proposed investment over the next five years are ~ INR 56,00,000 Cr, with nearly half
expected to come from private players. While sectors like road and power are expected to attract a
large share of the proposed investments, newer opportunities are likely to appear over the next few
years. One of the examples of a large planned infrastructure development is the Delhi-Mumbai
Industrial Corridor, envisaged to accommodate large industrial zones, development of smart cities
and creation of logistics network. Opportunities are also expected to arise in the area of urban
infrastructure development, such as large urban transport and water supply projects in urban cities,

driven by the rapid pace of urbanization.

Imperatives for Future Infrastructure Development

But for the aforementioned forecasts to materialize, the sector requires significant
intervention accompanied by an overhaul of the current way of doing business across the various
participants — Developers, EPC players, Government etc. Although the current economic scenario

has slowed down the development of the sector, government would need to explore ways of keeping
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the sector moving. Government has made some progress on key issues, but much still needs to be
done. There have been mixed reactions to Land Acquisition Bill, with some viewing it as potential
cost escalation, while others treating it as a tool for improved transparency on the subject. Another
area that needs urgent Government action is the need for improved access to key natural resources
like coal and iron. But for the sector to rebound in the coming years, there is a need for decisive
action and support over four broad areas.

I. Reduction of regulatory uncertainty and delays —

The Government needs to create a mechanism for single window clearance for various
approvals. This would require a proper regulatory body overseeing the progress of approvals and
coordinating with various Government bodies. Efforts are also required to ensure enforcement of
contracts in a time bound and transparent manner to attract private investment and FDI. Bodies like
the Cabinet Committee for investment (CCI) need to become more proactive to clear backlog of
delayed projects
II. Appropriate Structuring of projects —

Current mechanism of structuring a project as an EPC or PPP or 100% private ownership
needs to be relooked to account for varying risk profiles of projects. As private players have become
wary about risk-return of projects, Government needs to put in adequate thought on the appropriate
mode of project execution. There is a need for creation of a dispute resolution mechanism for the
PPP projects. Adequate care also needs to be put in developing contract terms to provide sufficient
safeguards for private players from extraneous circumstances.

III. Developing financing mechanisms to suit the sector’s needs —

Infrastructure companies are finding it difficult to raise funds, as banks have restricted
exposure to the sector while funds from abroad are not finding a suitable avenue to invest in the
sector. In this regard, long term debt instruments such as international pension funds will reduce the
cost of debt and thereby viability gap for infrastructure projects. The proposed new investment
vehicles like Infrastructure investment trusts (for securitization of assets) and Infrastructure Debt
Funds (being explored by institutions like IL&FS, IIFCL etc.) need to be hastened to provide a fillip
to the sector.

IV. Efficient project management (from bid to execution) —

Private companies need to evolve their processes to employ best-in-class project

management tools and techniques. The bidding and estimation process needs to be tempered with

greater emphasis on proper revenue estimates and identification of project risks. Companies need to
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address issues related to lack of skilled manpower and improve their current sourcing & project
management practices, to reduce the incidence of cost and time overruns during execution.

It is now a well-established and acknowledged fact that creation of infrastructure assets is
critical for India’s economic development. The opportunities for future growth of the sector are
enormous but there are also significant challenges that need to be overcome in order to make this

infrastructure dream a reality.
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Dr. D. G. Ushir,
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Abstract:

Foreign Direct investment plays a very important role in the development of the nation.
Sometimes domestically available capital-is inadequate for the-purpose of overall development of the
country. Foreign capital is seen as a‘way of filling in gaps between domestic savings and investment.
India can attract much larger foreign investments than-it has done in the past. The present study has
focused on the trends of FDI Flow in India during 2000-01 to 2014-15 (up to June, 2015). The study
also highlights country wise approvals of FDI inflows to India and the FDI inflows in different
sector for the period April 2000 to June 2015: The study based on Secondary data which have been
collected through reports of the Ministry of Commerce and Industry, Department of Industrial
Promotion and Policy, Government of India, Reserve Bank of India, and World Investment Report.
The study concludes that Mauritius emerged as the most dominant source of FDI contributing. It is
because the India has Double Taxation Avoidance Agreement (DTAA) with Mauritius and most of

the foreign countries like to invest.in service sector.

Introduction

Foreign Direct Investment (FDI) is a type of investment in to_an enterprises in a country by
another enterprises located in another country by buying a'company in the target country or by
expanding operations of an existing business in that country. In the era of globalization FDI takes
vital part in the development of both developing and developed countries.

FDI has been associated with improved economic growth and development in the host
countries which has led to the emergence of global competition to attract FDI.

FDI offers number of benefits like overture of new technology, innovative products, and
extension of new markets, opportunities of employment and introduction of new skills etc., which
reflect in the growth of income of any nation.

Foreign direct investment is one of the measures of growing economic globalization.
Investment has always been an issue for the developing economies such as India. The world has
been globalizing and all the countries are liberalizing their policies for welcoming investment from

countries which are abundant in capital resources. The countries which are developed are focusing
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on new markets where there is availability of abundant labors, scope for products, and high profits
are achieved. Therefore Foreign Direct Investment (FDI) has become a battle ground in the
emerging markets.

Foreign investment plays a significant role in development of any economy as like India.
Many countries provide many incentives for attracting the foreign direct investment (FDI). Need of
FDI depends on saving and investment rate in any country. 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 savingsconstraint and provide access to the superior
technology that promote efficiency and productivity of the existing-production capacity and generate
new production opportunity.

India’s recorded GDP growth throughout the last decade has lifted millions out of poverty &
made the country a favoured destination for foreign direct investment. A recent UNCTAD survey
projected India as the second most important FDI destination after China for transnational
corporations during 2010-2015. Services, telecommunication, construction activities, computer
software & hardware and automobile are major sectors which attracted higher inflows of FDI in
India. Countries like Mauritius, Singapore, US & UK were among the leading sources of FDI in
India.

FDI inflow routes:

An Indian company may receive Foreign Direct Investment under the two routes as given

under:

1. Automatic Route: FDI in sectors /activities.-to-the extent-permitted.under the automatic route
does not require any prior approval either of the Government or the Reserve Bank of India.

2. Government Route: FDI in activities not covered under the automatic route requires prior

approval of the Government which are considered by the Foreign Investment Promotion

Board (FIPB), Department of Economic Affairs, and Ministry of Finance.

FDI is not permitted in the following industrial sectors:
'] Arms and ammunition.

] Atomic Energy,

| Railway Transport.

] Coal and lignite.

] Mining of iron, manganese, chrome, gypsum, sulphur, gold, diamonds, copper, zinc.
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] Lottery Business

'] Gambling and Betting

" Business of Chit Fund

'] Agricultural (excluding Floriculture, Horticulture, Development of seeds, Animal Husbandry,
Pisciculture and cultivation of vegetables, mushrooms, etc. under controlled conditions and services

related to agro and allied sectors) and Plantations activities (other than Tea Plantations) .

Problems For Low FDI Flow to India:-

India, the largest democratic country with the second largest population in the world, with
rule of law and a highly educated“English speaking work force, the*country is considered as a safe
haven for foreign investors.

Yet, India seems to be suffering from a host of self-imposed restrictions and problems
regarding opening its markets completely too global investors by implementing full scale economic
reforms. Some of the major impediments for India’s poor performance in the area of FDI are:
political instability, poor infrastructure, confusing tax and tariff policies, Draconian labour laws,
well entrenched corruption and goyernmental regulations.

1. Lack of adequate infrastructure:

It is cited as a major hurdle for FDI inflows into India. This bottleneck in the form of poor
infrastructure discourages foreign- investors in investing in India. India’s age old and biggest
infrastructure problem is the supply of €lectricity. Power cuts ‘are considered as a common problem
and many industries‘are forced to close their business.

2. Stringent labor laws:

Large firms in India are not allowed to retrench or layoff any workers, or-close down the unit
without the permission of the state government. These laws protect the workers and thwart
legitimate attempts to restructure business. To retrench unnecessary workers, firms require approval
from both employees and state governments-approval that is rarely given. Further, Trade Unions
extort huge sums from companies through over-generous voluntary retirement schemes.

3. Corruption:

Corruption is found in nearly every public service, from defense to distribution of subsidized
food to the poor people, to the generation and transmission of electric power. The combination of
legal hurdles, lack of institutional reforms, bureaucratic decision-making and the allegations of

corruption at the top have turned foreign investors away from India.
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4. Lack of decision making authority with the state governments:

The reform process of liberalizing the economy is concentrated mainly in the Centre and the
State Governments are not given much power. In most key infrastructure areas, the central
government remains in control. Brazil, China, and Russia are examples where regional governments
take the lead in pushing reforms and prompting further actions by the central government.

5. Limited scale of export processing zones:

India’s export processing zones have lacked dynamism because of several reasons, such as
their relatively limited scale; the Government’spsgeneral ambivalence about attracting FDI; the
unclear and changing incentive packages attached to the zones; and the power of the central
government in the regulation of the zones. India which established its first Export Processing Zone
(EPZ) in 1965 has failed to develop the zones when compared to China which took initiative for
establishment only in 1980.

6. High corporate tax rates:

Corporate tax rates in East Asia are generally in the range of 15 to 30 percent, compared with
a rate of 48 percent for foreign companies in India. High corporate tax rate is definitely a major
disincentive to foreign corpotrate investment in India.

7. Indecisive government and political instability:

There were too many anomalies on the government side during past two decades and they are
still affecting the direct inflow of FDI in India such as mismanagement and oppression by the
different company, which-affect the image of the country and also deject the prospective investor,

who is very much conscious about safety.and constant.return-on their-investment.

Determinants of FDI:-

The determinant varies from one country to another due their unique characteristics and
opportunities for the potential investors. In specific the determinants of FDI in India are:
1) Stable policies:

India stable economic and socio policies have attracted investors across border. Investors
prefer countries which stable economic policies. If the government makes changes in policies which
will have effect on the business. The business requires a lot of funds to be deployed and any change
in policy against the investor will have a negative effect.

2) Economic factors:

Different economic factors encourage inward FDI. These include interest loans, tax breaks,
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grants, subsidies and the removal of restrictions and limitation. The government of India has given
many tax exemption and subsidies to the foreign investors who would help in developing the
economy.

3) Cheap and labour:

There is abundant labour available in India in terms of skilled and unskilled human
resources. Foreign investors will to take advantage of the difference in the cost of labour as we have
cheap and skilled labours. Example: Foreign firms have invested in BPO’s in India which require
skilled labour and we have been providing-the same:

4) Basic infrastructure:

India though is a developing country, it has developed special economic zone where there
have focused to build required infrastructure such as roads, effective transportation and registered
carrier departure worldwide, Information and communication network/technology, powers, financial
institutions, and legal system and other basic amenities which are must for the success of the
business.

A sound legal system and modern infrastructure supporting an efficient distribution of goods
and services in the host country.

5) Unexplored markets:

In India there is large scope for the investors because there isya large section of markets have
not explored or unutilized. In India there is enormous potential.customer market with large middle
class income group who would be target group for new-markets.

Example: BPO was one sector where-the investors had large scope exploring the markets where the
service was provided with just a call, with almost customer satisfaction.
6) Availability of natural resources:

As we that India has large volume of natural resources such as coal, iron ore, Natural gas etc.

If natural resources are available they can be used in production process or for extraction of mines

by the foreign investors.

Need for FDI in India

As India is a developing country, capital has been one of the scare resources that are usually
required for economic development. Capital is limited and there are many issues such as Health,
poverty, employment, education, research and development, technology obsolesce, global

competition.
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The flow of FDI in India from across the world will help in acquiring the funds at cheaper cost,
better technology, employment generation, and upgraded technology transfer, scope for more trade,
linkages and spillovers to domestic firms. The following arguments are advanced in favour of
foreign capital.

1) Sustaining a high level of investment:

As all the under-developed and the developing countries want to industrialize and develop
themselves, therefore it becomes necessary to raise the level to investment substantially. Due to
poverty and low GDP the saving are low. Thereforesthere is-a need to fill the gap between income
and savings through foreign investment.

2) Technological gap:

In Indian scenario we need technical assistance from foreign source for provision if expert
services, training of Indian personnel and educational, research and training institutions in the
industry. It only comes through private foreign investment or foreign collaborations.

3) Exploitation of natural resources:

In India we have abundant natural resources such as coal, iron_and steel but to extract the
resources we require foreign collaboration.
4) Understanding the initial risk:

In developing countries astcapital is a scare resource, the risk,0f investments in new ventures
or projects for industrialization is high. Therefore foreign capital helps in these investments which
require high risk.

5) Development of basic economic infrastructure:

In the recent years foreign financial institutions-and government of advanced countries have
made substantial capital available to the under developed countries. FDI will help in developing the
infrastructure by establishing firm’s different parts of the country.

There are special economic zones which have been developed by government for improvising the
industrial growth.
6) Improvement in the balance of payments position:

The inflow FDI will help in improving the balance of payment. Firms which feel that the
goods produced in India will have a low cost, will produce the goods and export the same to other
country. This helps in increasing the exports.

7) Foreign firm’s helps in increasing the competition:

Foreign firms have always come up with better technology, process, and innovations
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comparing with the domestic firms. They develop a completion in which the domestic firms will

perform better it survive in the market.
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Introduction:

In modern era FDI plays a vital role (as-lifeblood)-in Economic Development of our country
since the Structural Adjustment Programme (SAP) were implemented in 1991. The Department of
Industrial Policy & Promotion (DIPP) is the nodal Department for formulation of the policy of the
Government on Foreign Direct Investment (FDI). It is also responsible for maintenance and
management of data on inward FDI into India. The FDI inflows are permitted by two routes in
various sectors of India i.e. Automatic routes and Govt. routes. Under Automatic route any person
(resident of India or Outside the India), Company (Joint stock, Limited liability Company (LLC) or
Foreign Venture Capital Institute (FVCI) which is registered under Indian Company act 1956), Bank
& MNC’s (Registered under statutory banking or corporation act) does not require any prior
approval from the RBI or Govt. of India for the investment. Under the govt. route the foreign or
Indian entity should obtain prior, permission form the Govt. of Indias(which means From FIPB on
behalf of Govt. of India).In a 1991 to 2016 India become Most Sustainable & attractive country in
the world for FDI, says world Development-Report.

Objectives of Study:

1) To study the legal aspects regarding FDI'in India:

2) To study the trends of FDI inflows in several sector of India.
3) To study the crucial issues on FDI about Indian experience.

Legal Aspects regarding FDI:

‘FDI’ means investment by non-resident entity/person resident outside India in the capital of
an Indian company under Schedule 1 of Foreign Exchange Management (Transfer or Issue of
Security by a Person Resident outside India) Regulations, 2000.

1) Which entities can invest in India?

° A non-resident entity can invest in India, However, a citizen of Bangladesh or an entity
incorporated in Bangladesh can invest only under the Government route. Further, a citizen of

Pakistan or an entity incorporated in Pakistan can invest, only under the Government route, in
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sectors/activities other than defense, space and atomic energy

®  NRIs resident in Nepal and Bhutan as well as citizens of Nepal and Bhutan are permitted to

invest in the capital of Indian companies

®  Only registered FIIs/FPIs and NRIs as per Schedules 2, 2A and 3 respectively of Foreign
Exchange Management (Transfer or Issue of Security by a Person Resident Outside India)
Regulations, 2000, can invest/trade through a registered broker in the capital of Indian

Companies on recognized Indian Stock Exchanges

® A SEBI registered Foreign Venture Capital Investor (FVCI) may contribute up to 100% of the
capital of an Indian Venture Capital Undertaking (IVCU) and may also set up a domestic asset
management company to manage the fund. All such" investments can be made under the

automatic route in terms of Schedule 6 to Notification No. FEMA 2000

®  The Minister of Finance who-is in-charge of FIPB would consider the recommendations of

FIPB on proposals with total foreign equity inflow of and below Rs.1200 crore.

®  The recommendations of FIPB on proposals with total foreign equity inflow of more than Rs.
1200 cr. would be placed for consideration of Cabinet Committee on Economic Affairs
(CCEA).

®  An Indian company receiving investment from outside India-for issuing shares/convertible
debentures/preference shares under the FDI Scheme, should report the details of the amount of
consideration to the Regional Office concerned .of the Reserve Bank not later than 30 days

from the date of receipt.

2) FDLis prohibited in:
(a) Lottery Business including Government/private lottery, etc.
According to (b) Gambling and betting including casinos etc.
Consolidated (c) Chit funds
FDI Policy (d) Nidhi company
Dated 17-04-2014 (f) Real Estate Business or Construction of Farm Houses

3) FDI is permitted in:
—(a) Agriculture -100% by Automatic

According to (b) Mining -100% by Automatic
Consolidated (c) Infrastructure -100% by Automatic
FDI Policy /™ (d) Service -100% by Automatic

Dated 17-04-2014 (e) Communication - 100% by Automatic

(D) Export Oriented Industry -100% by Automatic
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Above all legal provisions are made regarding FDI in India which is applicable to all foreign
Investors as well as Indian investors. The foreign Exchange management act -2000 had laid down
some provisions regarding prohibition and Permission of FDI in India according to social health, &
security. The foreign investors could invest in RBI permitted sectors on behalf of Indian Govt.
Therefor the inflow of FDI in India increases over the year gradually. The FDI includes various
factors i.e.

1) Reserve fund with RBI

i1) Gold reserves with RBI

iii) SDR’s

iv) Reserve tranche with IMF

In an aggregate these is called Total FDI

Trends in FDI Inflows:
Above all factors are shown. the FDI inflow of our country. In 2014 India becomes an 8"
largest foreign currency holder in the world. (1* rank- China, 2" rank- J apan, 3" rank- Switzerland).

So the researcher is tried to find the trend of inflow of FDI in India.

Table no: 1 Country wise & financial year-wise FDI inflows data

EDI Inflows Data (Up to March 2014)
Country wise Financial year wise
. age with : . Total FDI | %age groyvth
Sr. Name of Amt .1n.US $ Total FDI Financial Inﬂgws over previous
no Country Million InflBls—c) Year (Amt. in US | Year (inUS$
$ Million) Term)
1 Mauritius 78524.54 36.09 2001-02 6130 +52 %
2 Japan 16268.05 7.48 2002-03 5035 -18%
3 US.A 11927.46 5.48 2003-04 4322 -14%
4 Russia 493.74 0.22 2004-05 6051 +40%
5 China 402.31 0.18 2005-06 8961 +48%
6 Brazil 22.54 0.01 2006-07 22826 +146%
7 New Zealand 41.74 0.02 2007-08 34843 +53%
8 Sri lanka 30.37 0.01 2013-14 36396 +6%

Ref: Fact Sheet on FDI from April 2001 to 2014.
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Crucial Issues about Indian experience:

The inflows of FDI create several Opportunities as well as threats in Indian Economy.
Basically the impact of FDI depends upon the capacity of adaptation of changing Global
environment especially Financial of such country. Those are enable to adopt changes can survive in
tense global competition. But in the 21* century no any country can far away from the FDI and tense
competition because the FDI inflows become lifeblood for each country & FDI keeps with them the
principles of competition. So the researcher intends to analyze the inflows of FDI with some
comparative critics. The comparative crities of FDIas:follow:

The FDI helps to increase~the_foreign reserves so the eurrency exchange rate becomes
moderate & favorable to the particular country. The bargaining power of such Country could be
increase gradually. It reflects in the strengthening of power & position in the International Trade.
Not only such countries are able to fulfill their needs of foreign currency but also they can advance a
loan & advances to other countries in form of foreign currency thus the nation could be transform
from borrower to lender. The most populated countries are required to focus on attracting the FDI
essentially because of high rate of demand of foreign goods and services. In India out of total FDI
near about 45% foreign currency being used for Importing the Petroleum products. It shows us the
essentiality of foreign reserves on behalf of developmental & underdeveloped countries.

The rate of unemployment.is very much high especially the disguised employment rate in the
developmental countries. The FDI may be useful to reduce it or channelized it in proper manner &
way. The natural resources_are abundant but the absence of technology, Information and the
Infrastructure the less developed countries are unable-to usesit atzoptimum level. The FDI not only
offers them to utilize it at optimum level but also-channelized it towards the development of such
country. In a nut shell the FDI inflows offers them the range of Opportunities of Development. The
Indian experience about FDI & related issues is very much positive & favorable. Predominantly
Since 1991 whiles the programme of Liberalization where implemented in India, the FDI plays a

vital role in the development of our country. It’s very beneficial towards the country.

Conclusion:

The FDI inflow helps to eradicate fundamental problems of our Economy like high rate of
poverty & unemployment, bridges the lack of technicalities and technologies, helps to utilize natural
resources at optimum level, helps to utilize the Human capital towards Development of the country,
Channelized the financial assets & resources towards healthy financial health etc. In this way the

FDI contributes in the comprehensive Development but it should be regulate by specific statutory
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authorities i.e. some strong & effective legal provisions should be made in respect of FDI inflow. In
our country there are various institutions are regulate the FDI inflows on behalf of Govt. In a nut

shell it’s very beneficial to the country.
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Introduction

Agriculture plays a vital role in India’s economy. Over 58 per cent of the rural households
depend on agriculture as their principal means of livelihood. Agriculture, along with fisheries and
forestry, is one of the largest contributors to the Gross Domestic Product (GDP).

As per estimates by the Central Statistics Office (CSO), the share of agriculture and allied
sectors (including agriculture, livestock, forestry and fishery) was 15.35 per cent of the Gross Value
Added (GVA) during 2015-16 at 2011-12 prices.

India is the largest producer, consumer and exporter of spices and spice products. India's fruit
production has grown faster than vegetables, making it the second largest fruit producer in the world.
India's horticulture output, comprising fruits, vegetables and spices, is estimated to be 283.4 million
tonnes (MT) in 2015-16 after the third advanced estimate. It ranks third in farm and agriculture
outputs. Agricultural export constitutes 10 per cent of the country’s exports and is the fourth-largest
exported principal commodity. The agro industry in India is divided into several sub segments such

as canned, dairy, processed, frozen food to fisheries, meat, poultry, and food grains.

Market Size

Over the recent past, multiple factors have worked together to facilitate growth in the
agriculture sector in India. These include growth in household income and consumption, expansion
in the food processing sector and increase in agricultural exports. Rising private participation in
Indian agriculture, growing organic farming and use of information technology are some of the key
trends in the agriculture industry.

As per the 3rd Advance Estimates, India's foodgrain production has increased marginally to
252.23 million tonnes (MT) in the 2015-16 crop year. Production of pulses is estimated at 17.06
million tonnes.

With an annual output of 146.31 MT, India is the largest producer of milk, accounting for
18.5 per cent of the total world production. It also has the largest bovine population. India, the

second-largest producer of sugar, accounts for 14 per cent of the global output. It is the sixth-largest
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exporter of sugar, accounting for 2.76 per cent of the global exports. India is a leading country in
coconut production and productivity in the world, with annual production of 2,044 crore coconuts
and the productivity of 10,345 coconuts per hectare as on 2015-16. Spice exports from India are
expected to reach US$ 3 billion by 2016-17 due to creative marketing strategies, innovative
packaging, strength in quality and strong distribution networks. The spices market in India is valued
at Rs 40,000 crore (US$ 5.87 billion) annually, of which the branded segment accounts for 15 per
cent. In fact, the Spices Board of India has decided to set up a spice museum at Willingdon Island in

Kochi to attract and educate tourists and seafarers about the history and growth of Indian spices

industry.
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Investments

Several players have invested in the agricultural sector in India, mainly driven by the
government’s initiatives and schemes.
According to the Department of Industrial Policy and Promotion (DIPP), the Indian

agricultural services and agricultural machinery sectors have cumulatively attracted Foreign Direct
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Investment (FDI) equity inflow of about US$ 2,278.3 million from April 2000 to March 2016.

Some major investments and developments in agriculture in the recent past are as follows:

e Intertek Group, a UK-based total quality assurance provider, has launched an agricultural
technology (Agritech) Laboratory in Hyderabad, which will perform high-tech deoxyribonucleic
acid (DNA) analyses for the agri-biotech, plant seeds.

e ITC Ltd, one of India's leading fast-moving consumer goods (FMCG) company, plans to make
Andhra Pradesh a hub for its agricultural business operations.

e Mahindra and Mahindra Ltd has acquired 35 per cent stake in a Finnish combine harvesters
manufacturer, Sampo Roselnew Oy, for US$ 20.46 million and will jointly focus on the combine
harvester business in Asia, Africa and Eurasian Economic Union countries.

e The Small Farmers’ Agri-Business Consortium (SFAC) plans to organise camps in Madhya
Pradesh and Chhattisgarh to promote its venture capital assistance scheme (VCAS), which seeks
to provide capital and project development facility (PDF) to agri-business entrepreneurs.

o Agri-research institute ICRISAT’s incubation arm is looking to set up a Rs.100 crore (US$ 14.67
million) fund in a year, an initiative that could help small entrepreneurs from the agri-business
and nutrition space raise money.

e Mahindra & Mahindra (M&M), India’s leading tractor and utility vehicle manufacturer,
announced its entry into pulses retailing under the brand ‘NuPro’. Going forward, the company
plans to foray into e-retailing and sale of dairy products.

e Fertiliser cooperative IFFCO launched a joint venture with Japanese firm Mitsubishi Corp for
manufacturing agrochemicals in India.

e Acumen, a not-for-profit global venture fund, has invested Rs 11 crore (US$ 1.7 million) in
Sahayog Dairy, an integrated entity in the segment, based at Harda district in Madhya Pradesh.

e Rabo Equity Advisors, the private equity arm of Netherlands-based Rabo Group, raised US$ 100
million for the first close of its second fund — India Agri Business Fund II. The fund plans to
invest US$ 15—17 million in 10-12 companies.

¢ Oman India Joint Investment Fund (OIJIF), a joint venture (JV) between the State Bank of India
(SBI) and State General Reserve Fund (SGRF), invested Rs 95 crore (US$ 13.94 million) in GSP

Crop Science, a Gujarat-based agrochemicals company.

Government Initiatives
Given the importance of the agriculture sector, the Government of India, in its Budget 2016—

17, planned several steps for the sustainable development of agriculture.
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Budget 2016-17 proposed a slew of measures to improve agriculture and increase farmers’
welfare such as 2.85 million hectares to be brought under irrigation, Rs 287,000 crore (US$ 42.11
billion) grant in aid to be given to gram panchayats and municipalities and 100 per cent village
electrification targeted by May 01, 2018. The government has set an ambitious target of producing a
record 270.1 MT of foodgrains in 2016-17, 7 per cent higher than the 252.23 MT of production
estimated for 2015-16.

The Government of India has started work on 99 major and medium irrigation projects,
slated to be completed by 2019. These projects will bring 7.6 million hectares of land under
irrigation in some of the most drought-prone regions of India.

The government has already taken steps to address two major factors (soil and water) critical
to improve agriculture production. Steps have been taken to improve soil fertility on a sustainable
basis through the soil health card scheme and to support the organic farming scheme ‘Paramparagat
Krishi Vikas Yojana’. Other steps include improved access to irrigation through ‘Pradhanmantri
Gram Sinchai Yojana’; enhanced water efficiency through “Per Drop More Crop’; continued support
to Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) and the creation of a
unified national agriculture market to boost the incomes of farmers.

The Government of India recognises the importance of microirrigation, watershed
development and ‘Pradhan Mantri Krishi Sinchai Yojana’; thus, it allocated a sum of Rs 5,300 crore
(US$ 777.6 million) for it. It urged the states to focus on this key sector. The state governments are
compelled to allocate adequate funds to develop the agriculture sector, take measures to achieve the
targeted agricultural growth rate and address the problems of farmers.

The Department of Agriculture and Cooperation under the Ministry of Agriculture has inked
MOUs/agreements with 52 countries including the US. In addition, the Department of Agriculture
Research & Education (DARE) and the Department of Animal Husbandry, Dairying & Fisheries
(DAHD&F) under the Ministry of Agriculture have signed MOUs/agreements with other countries,
taking the number of partnerships with other countries to 63. These agreements would provide better
agricultural facilities in areas such as research and development, capacity building, germ-plasm
exchange, post-harvest management, value addition/food processing, plant protection, animal
husbandry, dairy and fisheries. The agreements could help enhance bilateral trade as well.

Some of the recent major government initiatives in the sector are as follows:
e The government has drawn up a five-year roadmap to increase pulse production from nearly
17.06 MT in 2015-16 to 24 MT in 2020-21 through a dedicated action plan.
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e Prime Minister Mr Narendra Modi has unveiled the operational guidelines for the Pradhan
Mantri Fasal Bima Yojana which aims to provide farmers with crop insurance as well as

e The Cabinet Committee on Economic Affairs (CCEA) has approved ‘Blue Revolution’, an
umbrella scheme for integrated development and management of fisheries by Government of
India, with total financial outlay of Rs 3,000 crore (US$ 440.15 million) for a period of five
years.

e Mr Piyush Goyal, Minister of Power, Coal, New and Renewable Energy has announced that
government’s plans to invest Rs 75,000 crore (US$ 11.08 billion) in an energy-efficient
irrigation scheme over the next three to four years.

¢ The new crop insurance scheme for farmers '‘Bhartiya Krishi Bima Yojana' aims to cover 50 per
cent of the farmers under the scheme in the next two-three years,

e India and Lithuania have agreed to intensify agricultural cooperation, especially in sectors like
food and dairy processing.

e QGujarat Government has planned to connect 26 Agricultural Produce Market Committees
(APMCs) via electronic market platform, under the National Agriculture Market (NAM)
initiative.

e The State Government of Telangana plans to spend Rs 81,000 crore (US$ 11.88 billion) over the
next three years to complete ongoing irrigation projects and also undertake two new projects for

lifting water from the Godavari and Krishna river.

Road Ahead

The agriculture sector in India is expected to generate better momentum in the next few years
due to increased investments in agricultural infrastructure such as irrigation facilities, warehousing
and cold storage. Factors such as reduced transaction costs and time, improved port gate
management and better fiscal incentives would contribute to the sector’s growth. Furthermore, the

growing use of genetically modified crops will likely improve the yield for Indian farmers.
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