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Abstract 

 

India is predicted to become one of the world's top three economic powers within 

the next ten to fifteen years, supported by a healthy democracy and solid 

relationships. The gross domestic product (GDP) of India (at constant 2011-12 

prices) is anticipated to reach Rs 145.65 lakh crore ($2.06 trillion) in 2019-20, 

up 4.2% from the preceding year. According to a NASSCOM survey, India 

maintained its position as the world's third largest start-up hub in 2019, with 

approximately 8,900-9,300 start-ups and 1,300 new start-ups.  
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I. Introduction 

 

India is predicted to become one of the world's top three economic powers within the next ten to 

fifteen years, supported by a healthy democracy and solid relationships. The gross domestic product 

(GDP) of India (at constant 2011-12 prices) is anticipated to reach Rs 145.65 lakh crore ($2.06 

trillion) in 2019-20, up 4.2% from the preceding year. According to a NASSCOM survey, India 

maintained its position as the world's third largest start-up hub in 2019, with approximately 8,900-

9,300 start-ups and 1,300 new start-ups1.  

 

In 2019 (until August 2019), India added seven unicorns, bringing the total to twenty-four. 

According to a survey conducted by ASSOCHAM and Thought Arbitrage Research Institute, India's 

labour force is anticipated to exceed 160-70 million by 2020, based on, among other factors, 

population growth, increased labour force participation, and higher education enrollment. On the 

week ending May 29, 2020, India's foreign exchange reserves hit Rs. 37.31 lakh crore (US$ 494.48 

billion), according to RBI data2. 

 

Some recent developments in the Indian economy include the May 2020 reading of 30.8 for the 

Nikkei India Manufacturing Purchasing Managers' Index (PMI), which indicates a decline in the 

sector due to restraints associated with corona viruses. Between April 2000 and March 2020, India's 

equity inflow from Foreign Direct Investment (FDI) totaled $469.9 billion, with the largest 

contributions coming from services, computer software and hardware, telecommunications, 

construction, commerce, and autos. In 2019-20, the Index of Industrial Production (IIP) for India 

was 129. The aggregate index of eight core industries in March 2020 was 137. The overall 

performance for 2019-2020 was 0.6%. India climbed 14 places in the World Bank's Doing Business 

Report over the past year and was placed 63 out of 190 nations in the report's 2020 edition3. 

 

 

 

 
1 Balasubramanyam, V. N., & Sapsford, D. (2007). Does India Need a Lot More FDI? Economic and Political Weekly, 

42(17), 1549–1555. http://www.jstor.org/stable/4419522  
2 Dua, P., & Garg, R. (2015). MACROECONOMIC DETERMINANTS OF FOREIGN DIRECT INVESTMENT: 

EVIDENCE FROM INDIA. The Journal of Developing Areas, 49(1), 133–155. http://www.jstor.org/stable/24241279  
3 SHIN, S. (2014). FDI in India: Ideas, Interests and Institutional Changes. Economic and Political Weekly, 49(3), 66–

71. http://www.jstor.org/stable/24478989 

http://www.jstor.org/stable/4419522
http://www.jstor.org/stable/24241279
http://www.jstor.org/stable/24478989
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More and more foreign businesses are establishing bases in India as a result of policies like Made in 

India and Digital India. The Indian government, led by Prime Minister Narendra Modi, launched the 

"Make in India" initiative to boost the domestic manufacturing sector and the purchasing power of 

the average Indian consumer, all of which will increase demand, accelerate economic growth, and 

generate profits for investors.  

 

To increase manufacturing's share of GDP from the current 17% to 25%, the Indian government has 

launched the Make in India project. The Government of India has also launched the Digital India 

initiative, with a primary focus on improving digital infrastructure, expanding digital service 

delivery, and educating the populace about the benefits of using digital technology. 

 

According to the Economic Survey 2018-19, India may increase its export market share to around 

3.5% by 2025 if it incorporates "Assemble in India for the World" into "Made in India," and to 6% 

by 2030. Create 4 billion high-paying jobs by 2025, and 8 billion jobs by 2030. Both completed 

goods and total exports from India increased by 13.4% and 10.9% respectively. Overall merchandise 

increased by 8.6 percent, while imports increased by 12.7 percent. Every year, India has a trade 

surplus of 2.3% of total merchandise and 0.7% of imported commodities4. 

 

II. COVID 19 And Its Impact 

 

Mr. Narendra Modi, the Prime Minister of India, recently unveiled a series of economic packages 

with a total value of over Rs 20 lakh crore (US$283.73 billion), or nearly 10% of India's GDP. In 

April of 2020, the government of India unveiled the Pradhan Mantri Garib Kalyan Package (PMGK) 

to help the poor and provide them with resources to battle the COVID-19 conflict. 

 

In total, Rs 1.70 lakh crore ($24.12bn) was set aside for the project's funding. An estimated US$100 

billion will be invested in India's oil and gas infrastructure between 2019 and 2023. In order to ensure 

the safety of its citizens, the Indian government has pledged to increase spending on public security 

to 2.5% of GDP by 2025. In 2019, the government approved spending of Rs 206.8 crore (about $29 

million) to implement the Agricultural Export Plan, the goal of which is to raise farmers' incomes.  

 
4 Lokesha, B. K., & Leelavathy, D. S. (2012). Determinants of Foreign Direct Investment: A Macro Perspective. 

Indian Journal of Industrial Relations, 47(3), 459–469. http://www.jstor.org/stable/23267337  

 

http://www.jstor.org/stable/23267337
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Almost 96.50 lakh dwellings have been sanctioned by the government through the Pradhan Mantri 

Awas Yojana (Urban), and 606 proposals for the building of 3,31,075 houses have been approved 

with a total investment of Rs 15,125 crore (US$ 2,16 billion). Food Corporation of India (FCI) has 

its permitted capital increased by the Cabinet Committee on Economic Affairs from the current Rs 

3,500 crore (US$ 500.79 million) to Rs 10,000 crore (US$ 1.43 billion)5.  

 

The Ministry of Commerce and Industry increased the scope of the Merchandise Exports from India 

Scheme (MEIS) and the Service Exports from India Scheme (SEIS) in the FTP's midterm review, as 

well as increased the MEIS incentive for ready-made garments and made-ups by 2%, the SEIS 

incentive by 2%, and the duration of Duty Credit Scrips from 18 months to 24 months. On April of 

2020, the government gave FTP a further year (until March 31, 2021). 

 

In 2020, the scenario that has evolved as a result of cross-border tensions between India and China 

and the pandemic of covid-19 is causing concern for the Indian government, as the Indian people 

have begun to boycott Chinese products and services. It's inevitable that Indians will suffer a major 

setback in the not-too-distant future as a result of their reliance on Chinese mobile and digital 

technologies. Make in India and Made in India are two campaigns that need to be rethought at this 

moment.  

 

The Made in India initiative needs to be fast-tracked by re-engineering its processes, secrets, 

technologies, and designs so that it can compete with Chinese goods. In 2020 February, China 

accounted for 11.8% of India's total imports. It contributed barely 3% of India's overall exports, 

nevertheless. Naturally, we are importing more goods than we are exporting to China. India's 

economic situation will improve dramatically as the government launches programmes like Made in 

India to close the trade deficit. 

 

 

 

 

 
5 Kirti Suneja, Economic Times, 8 years of make in India, 

https://economictimes.indiatimes.com/news/economy/finance/8-years-of-make-in-india-fy23-fdi-on-track-to-cross-

100-billion-says-govt/articleshow/94422588.cms 

 

https://economictimes.indiatimes.com/news/economy/finance/8-years-of-make-in-india-fy23-fdi-on-track-to-cross-100-billion-says-govt/articleshow/94422588.cms
https://economictimes.indiatimes.com/news/economy/finance/8-years-of-make-in-india-fy23-fdi-on-track-to-cross-100-billion-says-govt/articleshow/94422588.cms
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III. Foreign Direct Investment in India 

 

FDI is defined by the International Monetary Fund as "where an investor residing in one economy 

owns 10 percent or more of the ordinary shares or voting power/effective voice in management in 

another country and comprises those entities in the host country that are subsidiaries (>50 percent 

ownership); associates (=50 percent ownership); or branches (wholly or jointly owned, 

unincorporated enterprises) of the parent," and "where an investor resides in one economy owns 10 

percent or more of the ordinary shares or voting power/effective voice. 

 

The term "Foreign Direct Investment" (FDI) refers to a variety of activities, including mergers and 

acquisitions, the expansion of manufacturing facilities, and the construction of new factories. The 

company that wants to expand its operations overseas could choose to do so through the formation 

of a foreign subsidiary or associate company, the purchase of shares in an existing overseas business, 

a merger, or a joint venture. 

 

Not only has Foreign Direct Investment (FDI) been an essential growth driver for India's economy, 

but it has also been a substantial non-debt finance tool that has contributed significantly to India's 

economic development. Multinational firms are investing in India to take advantage of the relatively 

low wages and other special perks offered to investors, such as tax breaks and other incentives. In 

most cases, this entails acquiring new technological know-how and making employment 

opportunities available within the nation in which international investment is being made. 

 

The Indian government's supportive policy framework and robust business climate have ensured that 

foreign investments will continue to pour into the region. In recent years, the government has made 

a number of changes, one of which was to relax restrictions on foreign direct investment (FDI) in a 

variety of businesses, including the defence sector, public sector oil refineries, telecom, power 

exchanges, and stock exchanges. 

 

The Foreign Direct Investment (FDI) equity inflow in India during the period of April 2000 to 

December 2019 stood at US$ 456.79 billion, as reported by the Department for Industry Promotion 

and Internal Trade (DPIIT). This indicates that the government's efforts to boost business-

friendliness and ease FDI requirements have been successful.  
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For the period of April to December 2019, the total amount of FDI equity investment that came into 

India was 36.79 billion US dollars6. The data for 2019-20 shows that the service sector received the 

largest FDI equity inflow of 6.52 billion US dollars. This was led by 6.34 billion US dollars invested 

in electronic applications and equipment, followed by 4.29 billion US dollars invested in 

telecommunications, and 3.52 billion US dollars invested in trade. After Mauritius (USD 7.45 

billion), the Netherlands (USD 3.53 billion), Japan (USD 2.80 billion), and the United States of 

America, India received the most foreign direct investment (FDI) equity inflow from Singapore 

during the 2019-20 fiscal year (USD 11.65 billion) (USD 2.79 billion). 

 

In May of 2020, the government increased the amount of foreign direct investment (FDI) allowed in 

defence production from 49 percent to 74 percent through the automatic procedure. The current 

unified FDI policy was modified by the government in April 2020 in order to discourage 

opportunistic takeovers or acquisitions of Indian companies by nations that are geographically close 

to India.  

 

The government of India gave permission for non-resident Indians (NRIs) to purchase up to a 

hundred percent of Air India by March of 2020. As seen in figure 1, FDI inflows have been steadily 

growing from the year 2000, but the level of FDI has altered after 2014, demonstrating the influence 

that the Make in India initiative is having on foreign direct investment (FDI)7. 

 

IV. FDI and “Make in India” 

 

Foreign direct investment (FDI) functions like oxygen within the context of the global economy, 

sparking the spirit of economic progress across the globe. FDI works as an important and vital 

component in the development of the economy for both developed and developing economies; both 

are in competition to attract FDI to come up with capital, technology, know-how, and entrepreneurs 

to boost both themselves and their nations in order to increase the new heights to which their 

countries can rise globally8.  

 

 
6 FDI, Indian Brand Equity Foundation, https://www.ibef.org/economy/foreign-direct-investment . 
7 Ibid.  
8 FDI, Make in India, https://www.makeinindia.com/foreign-direct-investment.  

https://www.ibef.org/economy/foreign-direct-investment
https://www.makeinindia.com/foreign-direct-investment
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The government of the country is attempting to reorganise its policies and design new regulations in 

order to attract more foreign direct investment (FDI) by launching a campaign called "Make in 

India." This campaign will open the door for all 14 industries in the country to accept 100 percent 

FDI investment, which will spark the economy of India and help it achieve its goals of increasing 

employability, skill, purchase power parity, lowering exchange rate volatility, boosting the local 

currency, and producing a multiplier effect.  

 

India is suffering from a lack of capital, technology, know-how, skill, and many other things to 

accelerate the country for inclusive growth; therefore, it is time to allure FDI as an exclusive remedy 

for all of the economic scarcities which functions as a catalyst for the country's economy9.Since the 

beginning of the Make in India initiative, foreign direct investment in India has been on an upward 

trajectory. The country has received a total of $592.08 billion in FDI since April 2000, of which 

$286 billion has been received between April 2014 and March 2019. This is around 46.94 percent 

of the total. As a result of investor-friendly policies and the expansion of FDI allocations in a variety 

of industries, India surpassed the $60 billion mark for the first time in the fiscal year 2017-18, 

bringing in $55.55 billion in foreign direct investment. 

 

After increasing in each of the four years before to 2017, India saw a decrease in the amount of 

foreign direct investment (FDI) that it received. In the meantime, the structure of FDI flows gives 

the impression that the "Made in India" project that the government is pursuing will not receive a 

great deal of support. The most recent statistics that is currently available indicate that the share of 

foreign direct investment (FDI) in equity in the industries that were first classified under "Make in 

India" was less than half in both 2016-17 and 2017-1810.  

 

The government of India designated twenty-five different industries as "Made in India" businesses. 

These industries include food processing, vehicle manufacturing, construction, and mining. Yet, it 

is possible that many of the FDIs in the manufacturing-oriented sectors indicated above are not 

"greenfield" investments, which means that they do not represent new investment. According to the 

findings of a study conducted by Biswajit Dhar and S. Chalapati Rao K on foreign direct investment 

(FDI) inflows between October 2014 and March 2016, only 1.6% of the manufacturing companies 

that received FDI during this time period had been established after October 20141.  

 
9 Ibid.  
10 Ibid.  
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According to the research document, this means that the choice to invest has already been made for 

the remaining enterprises or that international investors have consented to either take over or buy 

into the current companies. The authors came to the conclusion that the "Make in India" campaign 

had a limited impact on the amount of foreign direct investment (FDI) received by new 

manufacturing businesses. The goal that the government has set to boost the proportion of the 

country's GDP that comes from manufacturing to 25 percent is not looking likely to be met. 

 

Professor of economics at Jawaharlal Nehru University Biswajit Dhar claims that the "government 

had settled on the sectors under the (Made in India) initiative, but these may not be the priority areas 

for investors." Before the government can hope to attract investment in the manufacturing sector, it 

must first solve the infrastructure deficits that exist. India is not the only nation experiencing a drop 

in the amount of foreign direct investment (FDI). When expressed as a percentage of their respective 

GDP levels, foreign direct investment (FDI) inflows have declined for many of the largest economies 

in the emerging market sector. 

 

V. Difficulties Confronting the Made In India Project 

 

India, the third-largest economy in Asia, has lagged behind China, the second-largest industrial 

powerhouse in the world. China has larger factories and greater trade facilities, such as huge ports, 

which are essential for a global industrial hub. The Indian government aims to increase the 

manufacturing sector to 25 percent of the economy by 2020 and bets that Make in India would 

contribute to this goal. 

 

Lack of infrastructure, high interest rates on loans, and high logistics expenses must be addressed in 

order to improve India's manufacturing sector. These fundamental concerns cannot be addressed 

soon. They require precise coordination, meticulous preparation, and help across all verticals. 

Programs such as Mudra Yojana assist entrepreneurs in launching businesses. The Make in India 

project involves enhancing indigenous manufacturing and infrastructure, which will ultimately 

create employment possibilities. On all fronts, progress is being made to ensure sustainable and 

balanced growth across industries. A number of production plan announcements have been made in 

the defence sector. 
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The following are the obstacles encountered by the Made in India initiative11: 

 

• Investments in shell corporations: The majority of foreign direct investment is neither 

international nor local. Instead, it originates from Mauritius-based shell corporations that are 

accused of squandering Indian illicit funds. 

• Productivity: The productivity of India's industrial sector is low, and the skills of the labour 

force are insufficient. According to McKinsey's analysis, Indian manufacturing employees 

are approximately four to five times less productive than their counterparts in Thailand and 

China. 

• Small Businesses: The size of the Industrial Units is modest. Hence, it cannot attain the 

needed economies of scale. It cannot invest as much in new machinery to construct supply 

chains. 

• Why Complex labour regulations Difficult labour rules for organisations with more than 100 

employees are one of the primary reasons for the prevalence of small businesses. Under the 

Industrial Disputes Act of 1947, prior to laying off employees, the government must grant 

approval. In addition, the Contract Labor Act of 1970 stipulates that the government and the 

employee must agree to even minor modifications to the scope or tasks of an employee. 

• Electricity: Prices for electricity in India and China are nearly identical. In India, however, 

the number of interruptions is significantly larger. 

• Transportation: The average speed in China is approximately 100 km/h. The average speed 

in India is approximately sixty kilometres per hour. In addition, Indian railways are 

overburdened, and Indian ports have outpaced those of other Asian nations. 

• Bureaucracy: India's red tape and government corruption diminish the country's appeal to 

investors. 

• Although India has improved on the World Bank's Ease of Doing Business Index (EDB 

index), it ranks just 77 out of 190 countries. Even though EDB's ranking has improved, the 

Made in India effort has not succeeded in expanding the manufacturing sector relative to 

domestic output. 

• India ranks 78 out of 180 countries on Transparency International's Corruption Perception 

Index. 

 
11 IAS Express, Make in India – Features, Outcomes, Challenges & Prospects, https://www.iasexpress.net/make-in-

india/  

https://www.iasexpress.net/make-in-india/
https://www.iasexpress.net/make-in-india/
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• Acquiring land for the construction of a plant is quite challenging. India has fallen to tenth 

place in the World Economic Forum's new annual Global Competitiveness Index. • Prior to 

encouraging foreign investment in India through the Make in India drive, India's labour 

regulations and land acquisition rules were not improved. 

• Capital outflow is a significant barrier for the Made in India effort. The rupee's devaluation 

from $54 per dollar in 2013 to above $70 per dollar in 2019 resulted in a rise in the gross 

capital outflow. In addition to this, the most significant issue is the global recession and rising 

energy prices. 

• The greatest problem for the Indian government is to attract foreign direct investment, which 

is necessary for the success of the flagship programme "Made in India." 

• Made in India has the ability to transform India's economy into a $5 trillion market. If the 

Indian government does not take action to accelerate the influx of FDI and establish a 

hospitable environment for the industrial sector, this ambition would remain unrealized. 

 

VI. Conclusion 

 

Enable Investment, Encourage Innovation, Improve Skill Development, Safeguard IP, and Create 

Best-in-Class Manufacturing Infrastructure are the five Make in India factors. Ease of doing 

business, Research and Development Expenditure (% of GDP), India Unemployment Rate, 

Intellectual Property Application Filing, and Infrastructure Spending as a % of GDP indicate these 

Make in India factors. Correlation analysis showed that FDI negatively impacts ease of doing 

business variables. Foreign direct investment improves ease of doing business rankings, as the 

correlation coefficient is 0.718. 

 

FDI boosts manufacturing in India. P-value is below significance, rejecting the null hypothesis. For 

this factor, alternative hypothesis is accepted and has a strong negative and statistically significant 

association. Correlation analysis showed that FDI has a substantial negative link with Research and 

Development Spending (% of GDP) because it affects its variables. The correlation coefficient of 

0.822 suggests that foreign direct investment hinders innovation. FDI isn't interested in any country's 

advances. Hence, FDI hurts Made in India.  

 

 


