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FDI AS DRIVING FORCE FOR SUCCESS OF MAKE IN INDIA 
 

V.S.KATTIMATH 

ASST. PROFESSOR 

KLES’S J G COLLEGE OF COMMERCE 

VIDYANAGAR 

 

PURUSHOTTAM N VAIDYA 

LECTURER 

KLES’S J G COLLEGE OF COMMERCE 

HUBBALLI 

 
ABSTRACT 

Make in India Campaign was launched to encourage companies to manufacture their products in India. Manufacturing Sector at present book for only 15% of 

India’s GDP and the Government wants to gear up that to 25% by 2022. NDA government is committed to make over India into a global manufacturing hub, while 

confirming that manufactured goods have ‘zero defect’ and ‘zero effect’ on the environment. With ‘Make in India’, the Government aims to remove unnecessary 

regulations, shorten rigid processes, boost infrastructure and open up new sectors to foreign direct investment (FDI). Government of India has diagnosed twenty-

five precedence sectors that will be accessed properly. Foreign Direct Investment is one of the major instruments of inviting International Economic Integration in 

any economy. It serves as a connection between investment and saving. Many developing economies like India are facing the shortfall of savings. This problem can 

be solved with the help of FDI. In this paper is an attempt to look at the role of FDI in Make in India campaign and impact of ‘Make in India’ initiative on FDI inflows. 

The study is undertaken with the help of secondary data (collected from various reports published by Reserve Bank of India Database on Indian Economy, database 

of department of Industrial Policy and Promotion). The results of the study shown that after the launch of ‘Make in India’ initiative, the FDI inflows augmented 

significantly across various sectors from different countries. 

 

KEYWORDS 
FDI, GDP, make in India, global manufacturing hub, international economic integration. 

 

INTRODUCTION 
ndia’s economic reforms way back in 1991 has generated strong interest in foreign investors and turning India into one of the favorite destinations for global 

FDI flows. According to A.T. Kearney, India ranks second in the World in terms of attractiveness for FDI. A.T. Kearney’s 2007 Global Services Locations Index 

ranks India as the most preferred destination in terms of financial attractiveness, people and skills availability and business environment. Foreign direct 

investment (FDI) is a controlling ownership in a business enterprise in one country by an entity based in another country. FDI is defined as the net inflows of 

investment (inflow minus outflow) to acquire a lasting management interest in an enterprise operating in an economy other than that of the investor. FDI usually 

involves participation in management, joint-venture, transfer of technology and expertise. A foreign direct investment (FDI) is a controlling ownership in a business 

enterprise in one country by an entity based in another country. 

Horizontal FDI arises when a firm duplicates its home country-based activities at the same value chain stage in a host country through FDI. Platform FDI Foreign 

direct investment from a source country into a destination country for the purpose of exporting to a third country. 

Vertical FDI takes place when a firm through FDI moves upstream or downstream in different value chains i.e., when firms perform valueadding activities stage by 

stage in a vertical fashion in a host country.  

FDI Stimulate the economic development of the country in which the investment is made, creating both benefits for local industry and conducive environment for 

the investors. It creates job and increase employment in the target country. It enables resources transfer and other exchange of knowledge whereby different 

countries are given access to new skills and technologies. The equipment and facilities provided by the investor can increase the productivity of the workforce in 

the target country. FDI may be capital intensive from the investors’ point of view and therefore sometimes high risk. The rules governing FDI and exchange rate 

may negatively affect the investing country. Investment in certain areas is banned in foreign markets, meaning that an inviting opportunity may be impossible to 

pursue. 

 

LITERATURE REVIEW 
Aggarwal.S, et al. (2012) in their paper studied the need of FDI in India, to exhibit the sector-wise & year-wise analysis of FDI’s in India, to rank the sectors based 

upon highest FDI inflows. The results revealed that Mauritius is the country that has invested highly in India followed by Singapore, Japan, and USA and so on. 

Rao.M et.al (2015) in their conceptual paper gave the sector-wise scattering of FDI inflow to know about which has fretful with the chief share. He found that the 

inflow of FDI in service sectors and construction and development sector gained much interest of investors whereas in other sectors it has been quite low. 

Sangwan, S. (2015) in her study focused on the changes in FDI rate after the introduction of Make in India initiative and growth due to increase in the FDI rate. She 

found that there is high correlation between Industrial Production and FDI inflows. 

 

OBJECTIVES OF THE STUDY 
1. To find out the influence of FDI on economic development after introduction of “Make in India” campaign.  

2. To study about the role of FDI inflows and its contribution in increasing productivity. 
 

RESEARCH METHODOLOGY 
The present study is based on secondary data. The necessary data has been collected from various sources i.e. research papers, various Bulletins Of Reserve Bank 

Of India, Publications from Ministry Of Commerce, Govt. Of India that are available on internet. 

 

DATA ANALYSIS  
COMPARISON OF FDI FLOWS 

‘Make in India’ campaign resulted into significant modifications in the FDI flow across various sectors. Reports also showed country wise differences in the flow of 

FDI. The table shows the data pertaining to changes in FDI post the launch of the ‘Make in India’ campaign. 

 

 

  

I 
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TABLE 1: INDIA’S GROSS FDI INFLOWS ($ billion) 

 
 

TABLE 2: MONTH-WISE FDI INFLOWS 

 
Source: Reserve bank of India 

Table 2 is showing data pertaining to month-wise changes in FDI inflows. Results of the data revealed that post the launch of the ‘Make in India’ Initiative in 

September 2014, there has been major changes in FDI inflows month-wise. There has been remarkable raise in FDI inflows post the launch of the scheme. It 

signifies that this initiative has made significant changes in the FDI inflows. 

 

TABLE 3: SHARE OF TOP INVESTING COUNTRIES FDI EQUITY INFLOWS 

 
Table 3 showed the share of top investing countries FDI equity inflows from 2013 to 2015. The results of the table showed that country-wise significant rise took 

place with the exception of U.K. and Switzerland. The uppermost increase in FDI inflows were from Mauritius wherein the inflows increased from 29,360 crores to 

55,172 crores (35% of total inflows). The lowest share of FDI inflows were from Switzerland. 
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TABLE 4: SECTORS ATTRACTING HIGHEST FDI EQUITY INFLOWS 

 
Table 4 shows the sectors which have attracted highest FDI equity inflows. The table revealed that the highest share was from the service sector. Percentage share 

of service sector amounted to 17% (highest share). The share was lowest for Metallurgical Industries. 

 

FDI AND MAKE IN INDIA AHEAD  
There has been significant growth in FDI inflow after the launch of ‘Make in India’ campaign. Further, the government is proposing to lessen the FDI policy in 

several sectors, including asset reconstruction companies, insurance and pension with the aim of attracting more overseas investments. The increasing FDI inflows 

has not only provided a stable source of financing for the current account deficit problem, but also expected to bring technical know-how, which may help in 

enhancing India’s productivity growth in the near future. The government is endeavoring to further liberalize the FDI policy in Food Processing industry and trade. 

Plans are being made to allow 100% FDI through the FIPB route in the marketing of food products produced and manufactured in India. This will work as an impetus 

in boosting the food processing ministry. This will also help in generating employment opportunities in India. 

 

CONCLUSION  
The study made an effort to analyse the impact of ‘Make in India’ initiative launched by government of India to liberalize trade on FDI inflows in India in various 

years across various sectors. The study used secondary data for the purpose of accomplishment of the aforesaid objective. The results of the tables exposed that 

there has been significant rise in the FDI inflows after the introduction of this campaign. This increase has been through various sectors, from different countries, 

in different time periods. The results thus revealed that New FDI policy helped in increasing FDI inflow across various sectors. The government is moving ahead 

with ‘Make in India’ India initiative by comforting the sectors which were earlier not in the purview of New FDI policy. This will help significantly in ensuring sensible 

growth across various sectors throughout the country. 
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