>
sdmimd
Shri Dharmasthala Manjunatheshwara Institute for Management Development, Mysuru, India
10th International Conference on

Economic Growth and Sustainable Development: Emerging Trends - November 27-28, 2025

FDI Inflow and its Trend in India — A Study

Rachana B S

Research Scholar
rachanabs047@gmail.com

Kundan Basavaraj

Professor and Research Guide

Department of Commerce and Management
Sahyadri Commerce and Management College
(Constituent college of Kuvempu University)
Shimoga-577 203

dr.kundanbs@gmail.com

Abstract

Foreign Direct Investment (FDI) has emerged as a key driver of economic growth, facilitating
capital flows, technology transfer, employment generation and global integration. This study
examines the trends and patterns of FDI inflows into India over the period from the year 2000
and the most recent available years. Using secondary data from official sources such as the
Department for Promotion of Industry and Internal Trade, Reserve Bank of India and United
Nations Conference on Trade and Development (UNCTAD), the study identifies key changes
in the volume, sectoral composition and country-of-origin of FDI into India. Sectoral equity
capital has dominated FDI inflows, with services, computer software or hardware and
telecommunications capturing significant shares. The study also finds that policy
liberalisation, market size, and economic stability act as significant factors of FDI. The findings
underscore that while India’s FDI is one of notable progress, sustaining and diversifying
inflows will require strengthened institutional frameworks, improved infrastructure and
regional investment promotion strategies.

Keywords: FDI, DPIIT, RBI, UNCTAD, Economic Growth, Industrial Development, Regional
Disparities, Policy Reforms.

Introduction

Foreign Direct Investment (FDI) has become one of the most significant sources of external finance for
developing economies like India. It plays a crucial role in accelerating economic growth, enhancing
competitiveness, and integrating the domestic economy with the global market. FDI not only
supplements domestic savings and investment but also facilitates the transfer of advanced technology,
managerial expertise, and international best practices. In the era of globalization and liberalization,
FDI has emerged as an essential driver of industrial development and economic transformation.

India began its journey toward liberalizing FDI policies in 1991, during the period of economic reforms.
Since then, the Government of India has implemented several policy measures to attract foreign
investors, such as the relaxation of sectoral caps, simplification of approval procedures, and creation
of investor-friendly environments. The inflows of FDI have shown a remarkable upward trend over the
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decades, reflecting growing investor confidence in the Indian economy. Today, India stands among the
top destinations for FDI inflows globally, supported by its large consumer market, robust economic
fundamentals, and evolving digital ecosystem.

However, the pattern of FDI inflows in India reveals significant variations across sectors and regions.
While some sectors like services, telecommunications, computer software, and construction have
attracted substantial foreign investment, others such as agriculture and small-scale manufacturing
remain under-represented. Similarly, FDI inflows are concentrated in a few states—particularly
Maharashtra, Karnataka, Delhi (NCR), Tamil Nadu, and Gujarat—indicating regional disparities in
industrial and infrastructural development.

Understanding the trends and patterns of FDI inflows in India is therefore vital for policymakers,
researchers, and investors. This study aims to analyze the temporal growth, sectoral distribution, and
regional concentration of FDI in India. It also seeks to identify the major determinants influencing FDI
inflows and assess their impact on India’s economic development. Through this analysis, the study
contributes to understanding how India can sustain and diversify FDI inflows to achieve balanced and
inclusive growth.

Review of Literature

The extensive literature on Foreign Direct Investment (FDI) and its impact on various sectors of the
Indian economy forms an important basis for review. In this context, some of the relevant studies
related to the present research are presented below.

Sahoo and Mathiyazhagan (2020), examined the trends of FDI inflows in India and concluded that FDI
had a positive impact on GDP growth, employment, and export performance. The study also noted
that the inflow was highly concentrated in a few states and sectors.

Reddy and Sridhar (2021) studied the regional distribution of FDI in India and observed that states like
Maharashtra, Karnataka, and Delhi NCR dominated FDI inflows due to better infrastructure, industrial
base, and investor-friendly policies.

Singh and Sharma (2022), analyzed sectoral trends of FDI and found that the services, computer

software, and telecommunications sectors were leading recipients. They emphasized that balanced

sectoral growth requires encouraging FDI in agriculture and small-scale manufacturing.

Kumar and Patel (2023) explored the impact of Make in India and other government initiatives on FDI
inflows. Their findings suggested that policy measures like single-window clearance, relaxation of
sectoral caps, and digital governance significantly enhanced investor confidence.

Mallikarjun Konnur and Mantesh Chubachi (2024) in their study on “The Impact of FDI on India’s
Sectoral and Regional Economic Growth” concluded that FDI contributed positively to industrial
output, employment generation, and infrastructure development, particularly in southern states
including Karnataka.

Brototi Boral (2025) examined the regional and sectoral distribution of FDI inflows in India and found
that southern states such as Karnataka and Tamil Nadu have emerged as major FDI destinations due
to the presence of skilled manpower, urban infrastructure, and favourable business environments.
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Objectives of the Study

The main aim of this paper is is to know the current trends of FDI and its pattern of inflow in the
country. And subsequently the following specific objectives have been set they are as follows.

To study the overall growth and trend of FDI inflows in India from 2000 to 2025.

To examine the sectoral composition of FDI inflows in India and identify the sectors attracting the
highest investment.

To analyze the regional distribution of FDI inflows across Indian states.

To identify the major source countries contributing to FDI inflows in India and assess their changing
patterns over the years.

To study the factors influencing FDI inflows in India, including policy reforms, infrastructure
development, and ease of doing business.

Research Methodology

The study adopts a descriptive research design to describe and analyze the existing patterns and trends
of FDI inflows in India. This research is based on secondary data, collected from reliable and authentic
sources (like DPIIT, RBI, UNCTAD, Ministry of Commerce and Industry, Annual Economic Survey, Indian
Stata etc). The data include information on the year-vise, month-wise (2024-25) volume, sectoral,
regional, and source-country distribution of FDI inflows over the years. The study period is restricted
from 2000 to 2025. To analyze the collected data, the study employs statistical tools, including
Percentage analysis, Compound Annual Growth Rate, graph and charts are used.

FDI in India

India has emerged as one of the largest recipients of FDI among developing economies. The country
attracts global investors due to its vast and growing consumer base, a skilled and cost-effective
workforce, and investor-friendly policies. Over the years, the Indian government has taken several
initiatives to simplify investment procedures, which has strengthened India’s position as a global
investment hub.

FDI refers to a form of cross-border investment where a company or individual from one country
invests directly in a business or assets located in another country to establish a long-term interest and
control. In India, an investment is classified as FDI when a foreign investor acquires 10% or more of the
post-issue paid-up capital of an Indian company, indicating significant ownership and influence over
business operations.

The flow and management of FDI in India are governed by a well-defined legal and regulatory
structure. The Foreign Exchange Management Act (FEMA) provides the fundamental legal framework
for all foreign investments and foreign exchange transactions. The Reserve Bank of India (RBI) oversees
the implementation of these laws and ensures compliance. Additionally, the Department for
Promotion of Industry and Internal Trade (DPIIT), under the Ministry of Commerce and Industry, issues
the Consolidated FDI Policy, which lays down guidelines, sectoral limits, and approval procedures for
foreign investors.

Between 2014 and 2024, India has recorded a total cumulative FDI inflow of USD 667.4 billion. This
consistent growth in investment highlights India’s attractiveness as a stable and profitable investment
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destination. The increasing inflows also reflect the success of government initiatives aimed at
improving ease of doing business and creating a transparent investment climate.

India allows foreign investments through two main routes — the Automatic Route and the Government
Route. Under the Automatic Route, foreign investors do not require prior approval from the
government or the RBI, provided they comply with existing regulations. This route covers most sectors
to encourage ease of investment. However, in certain sensitive or restricted sectors, FDI is permitted
only through the Government Route, where investors must obtain prior approval before proceeding
with their investment.

Factors Influencing FDI Inflow in India

Foreign Direct Investment (FDI) inflows into India are influenced by a combination of economic,
institutional, and policy-related factors. Understanding these determinants is crucial for designing
strategies that attract and sustain foreign investment.

Policy and Regulatory Environment: One of the most significant factors influencing FDI inflows in India
is the policy and regulatory environment. Since the economic liberalization of 1991, India has
progressively eased restrictions on foreign investment, allowing greater ownership in key sectors and
simplifying approval procedures. Initiatives such as Make in India and Digital India have further
enhanced sector-specific investment opportunities. Additionally, government incentives like tax
benefits, subsidies, and Special Economic Zones (SEZs), coupled with measures improving the ease of
doing business, have increased investor confidence and attracted both short-term and long-term FDI.

Economic and Market Factors: The size and growth of India’s economy are major determinants of FDI
inflows. India’s large population and rising middle class provide a substantial consumer base for goods
and services, making the country an attractive market for foreign investors. High GDP growth rates,
expanding sectors such as IT, telecommunications, and services, and increasing per capita income
create lucrative opportunities for investment. Consequently, foreign firms view India as a market with
long-term growth potential.

Infrastructure Development: Infrastructure development is another critical factor affecting FDI.
Investors prefer regions with well-developed physical infrastructure, including roads, ports, airports,
and industrial parks, as well as reliable power and utilities. Additionally, strong digital infrastructure
such as high-speed internet and IT-enabled services attracts technology-driven FDI. States like
Karnataka, with robust industrial and IT infrastructure, consistently attract higher FDI inflows due
to the ease of operations and reduced operational costs.

Ease of Doing Business: The ease of doing business (EoDB) significantly affects FDI inflows. India has
made notable progress in improving its EODB ranking by simplifying procedures for starting a business,
obtaining construction permits, paying taxes, and enforcing contracts. Streamlined regulatory
processes, online approvals, and faster clearance mechanisms increase investor confidence and
shorten project timelines, making India a more attractive destination for foreign investors.

Skilled Workforce: The availability of a skilled and educated workforce significantly influences FDI,
particularly in technology-intensive sectors. India’s pool of engineers, IT professionals, and technicians
provides foreign companies with the human resources necessary for efficient operations and
innovation. Skilled labor reduces training costs for investors and supports the growth of high-value
sectors such as IT, biotechnology, and R&D.
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Political and Macroeconomic Stability: Political stability and macroeconomic conditions play a key role
in determining FDI inflows. Stable government policies, consistent regulatory frameworks, and low
political risk provide confidence to foreign investors. Similarly, macroeconomic stability—controlled
inflation, fiscal discipline, and favorable exchange rates—encourages long-term investment by
reducing uncertainties associated with business operations in India.

Source-Country Relations and Global Factors: FDI inflows are also influenced by relations with source
countries and global economic conditions. Bilateral treaties, trade agreements, and tax conventions
with countries such as Singapore, Mauritius, the U.S., and Japan facilitate smoother investment flows.
Additionally, global economic trends, capital availability, and investor sentiment affect the timing and
volume of FDI. The demand for technology transfer also attracts foreign firms seeking partnerships in
India’s growing IT, manufacturing, and R&D sectors.

Regional and State-Level Factors: Finally, regional and state-level policies affect the distribution of FDI
within India. States like Karnataka, Maharashtra, and Tamil Nadu have successfully attracted
investments through industrial clusters, urbanization, and proactive investment promotion strategies.
These factors, combined with strong infrastructure and a skilled workforce, make certain states more
attractive to foreign investors, leading to a concentration of FDI in a few regions.

Current Trends and Patterns of FDI Inflow in India
Year-Wise Fdi Inflow

Table No. 1: Year-wise FDI inflow data in India (Amount in US S Millions)

SI. No. Year Total % Growth over previous
FDI inflow year (in USD terms)

1 2000-01 4,029

2 2001-02 6,130 (+)52
3 2002-03 5,035 (-)18
4 2003-04 4,322 (-)14
5 2004-05 6,051 (+)40
6 200506 8,961 (+)48
7 2006-07 22,826 (H)155
8 2007-08 34,843 (+)53
9 2008-09 41,873 (+)20
10 2009-10 37,745 (-)20
11 2010-11 34,847 ()10
12 2011-12 46,556 (-)08
13 2012-13 34,298 (-)34
14 2013-14 36,046 (+)26
15 2014-15 45,148 (+)25
16 2015-16 55,457 (+)23
17 2016-17 60,220 ()8
18 2017-18 60,974 (H)1
19 2018-19 62,001 (+)2
20 2019-20 74,391 (+)20
21 2020-21 81,973 (H)10
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22 2021-22 84,835 ()3
23 2022-23 70,970 (-)16
24 2023-24 71,279 (-)0
25 2024-25 80,615 (H)13
Cumulative Total of 1,097,090
FDI inflow (from
2000 — June 2025)

Source: Factsheet
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Figure 1: Year-wise FDI inflow data in India (Amount in US $ Millions)

The data presented in Table No. 1 and figure: 1 illustrates the trend of FDI inflows in India from the
financial year 2000—-01 to 2024-25. Over this period, India has undergone a significant transformation
in attracting foreign investments, showcasing its strengthening economic foundation, favorable policy
environment, and growing investor confidence.

In the initial years (2000-2005), FDI inflows remained modest, ranging between USS 4 billion and USS
6 billion. This phase represented the early stage of India’s economic liberalization, characterized by
cautious policy implementation and gradual sectoral openings. The adoption of liberal investment
policies and the establishment of the Foreign Investment Promotion Board (FIPB) helped facilitate a
consistent yet moderate inflow of foreign capital during this period.

The mid-2000s (2005-2010) marked a turning point with a significant acceleration in FDI inflows, rising
sharply from USS 8.9 billion in 2005-06 to USS 41.8 billion in 2008-09. This remarkable increase was
driven by strong economic growth, expansion in the services and information technology sectors, and
heightened foreign investor interest in emerging industries such as telecommunications and real
estate. The year 2006—07 recorded an impressive 155% growth rate, indicating robust investor
optimism in India’s economic potential.

Between 2009 and 2013, FDI inflows experienced fluctuations and a temporary decline, primarily due
to global financial instability and domestic policy uncertainties. The inflows dropped to USS 34.3 billion
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in 2012-13, reflecting the adverse impact of both international crises and structural challenges within
the Indian economy.

From 2014-15 onwards, initiatives like ‘Make in India’, ‘Digital India’, and ‘Ease of Doing Business’
reforms revitalized investor sentiment and improved the overall investment climate. Consequently, FDI
inflows surged, reaching USS 84.8 billion in 2021-22, one of the highest levels recorded in India’s
history. This period highlighted the nation’s rise as a global investment hub, supported by improved
infrastructure, business reforms, and greater sectoral diversification.

In the recent period (2022-2025), India witnessed a mild moderation in inflows. After a temporary
decline of 16% in 2022-23, FDI rebounded to USS 80.6 billion in 2024-25, signaling renewed investor
confidence despite global challenges such as inflationary pressures and geopolitical tensions. The
cumulative FDI inflow from 2000 to June 2025, amounting to USS 1,097,090 million, underscores
India’s enduring capability to attract sustained foreign capital.

Overall, the analysis reveals that India’s FDI inflows have increased nearly twentyfold over the past two
decades, demonstrating its successful transformation from a restricted economy to a globally
integrated investment destination. Despite short-term fluctuations, the long-term outlook remains
positive, driven by policy reforms, economic diversification, and continued global investor trust in
India’s growth trajectory.

Fdi Equity Inflow During The Financial Year 2024-25(Month-Wise)
Table No. 2: FDI Equity Inflow During The Financial Year 2024-25 (Month-Wise)

Amount of Equity inflow
Sl. No. | Financial Year 2024-25 (April - March)
(In INR Crore) | (In USD mn)
1 April, 2024 40,950 4,910
2 May, 2024 48,812 5,853
3 June, 2024 45,196 5,415
4 | July, 2024 26,863 3,213
5 August, 2024 53,633 8,393
6 September, 2024 33,578 4,006
7 October, 2024 35,578 4,223
8 November, 2024 35,482 2,285
9 December, 2024 19,278 4,374
10 | January, 2025 29,012 3,363
11 | February, 2025 24,645 2,831
12 | March, 2025 27,310 3,152
2024-25 (from April, 2024 to March, 2025) 421,929 50,018
2023-24 (from April, 2024 to March, 2025) 3,67,899 44,423
Percentage growth over last year 15% 13%
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Figure 2: FDI Equity Inflow during the Financial Year 2024-25 (Month-Wise)

Table No. 2 and figure 2 presents the month-wise Foreign Direct Investment (FDI) equity inflows into
India for the financial year 2024-25, showing a clear rise compared to the previous year. During this
period, the total inflow amounted to 4,21,929 crore (USD 50,018 million), representing a growth of
15% in rupee terms and 13% in dollar terms over 2023-24, when the inflow stood at %3,67,899 crore
(USD 44,423 million). This increase highlights India’s growing attractiveness as a global investment
destination, supported by policy reforms, stable macroeconomic conditions, and investor-friendly
measures.

Month-wise data reveals notable fluctuations in inflows. The highest FDI inflows were recorded in
August 2024 (53,633 crore / USD 8,393 million) and May 2024 (X48,812 crore / USD 5,853 million),
indicating strong investor confidence during these months. On the other hand, December 2024 saw
the lowest inflow of 219,278 crore (USD 4,374 million), possibly due to seasonal investment patterns
and year-end adjustments.

Overall, the data reflects a positive trend in FDI inflows throughout 2024-25, demonstrating that India
continues to be a preferred hub for global investors. The steady growth in FDI underscores the
effectiveness of government initiatives such as Make in India, Digital India, and Ease of Doing Business
reforms, which have collectively strengthened India’s position as one of the most promising emerging
markets in the world.

ISBN code 978-93-83302-74-1 Page |8



10th International Conference on
Economic Growth and Sustainable Development: Emerging Trends - November 27-28, 2025

Sl

sdmfmd

Shri Dharmasthala Manjunatheshwara Institute for Management Development, Mysuru, India

Sectors Attracting FDI Inflow

Table No. 3: Sector-wise distribution of FDI inflow in India
. Cumulati | %age out
ARI;lt'e:sl ve Equity | of total
Crfres )| 2023-24 | 2024-25 | 202526 | Inflow * | FDI
RANK SECTOR At o | (April- | (April- | (April- | (April, | Equity
USi) March) | March) June) 2000- inflow
Million June, (in terms
2025) of USD)
‘é“pees 54,894 | 78,880 | 28,024 | 793,783
1 Services Sector rgrlgs 0
oS! 6,640 | 9347 | 3281 | 122,124 16%
illion
Rupees
) Computer Software Crores 66,090 66,102 46,801 831,772
& Hardware e | 7973 | 7814 | 5460 | 116,158 16%
illion
%‘;f)’fj: 32,080 | 35247 | 4320 | 338826
3 Trading USD 6%
Mill 3,865 4,176 506 48,077
illion
upees | 2318 | 6,251 208 | 241,299
. . 1rores 0
4 Telecommunications UsD 5%
Milli 282 746 24 40,096
illion
‘é;‘gfj: 12,622 | 13,396 | 11,071 | 259,753
5 Automobile Industry USD 5%
Milli 1,524 1,586 1,293 39,148
illion
Construction ‘é;‘gfj: 35,076 | 18,962 | 5,892 | 264,408
6 (Infrastructure) USD 5%
Activities Million 4,232 2,245 688 36,850
Rupees
Construction Crores 2,113 4,503 637 136,461 o
7 USD 4%
Development /5] 255 529 75 27214
Million >
Rupees
. Drugs & Crores 8,844 7,500 10,273 152,654 39,
Pharmaceuticals UsSD 1.064 ) 11 24 61 0
Million ,06 89 ,197 ,617
Rupees
Chemicals (Other Crores 6,985 8,942 1,197 143,843
9 - 3%
Than Fertilizers) | 1S 1 g44 | 1060 | 140 | 23,347
Million ’ >
Rupees
10 Non-Conventional Crores 31,188 33,797 9,813 169,772 w0,
Energy w2 3764 | 4012 | 1,148 | 23,048
illion
Source: Factsheet
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Figure 3: Sector-wise distribution of FDI inflow in India

Table No. 3 and figure 3, shows the sector-wise Foreign Direct Investment (FDI) inflows in India from
2000 to June 2025. The data indicates that the Services Sector and Computer Software & Hardware
are the top contributors, each accounting for about 16% of total FDI inflows.

Other major sectors attracting FDI include Trading (6%), Telecommunications (5%), Automobile
Industry (5%), and Construction (Infrastructure and Development). Sectors like Pharmaceuticals,
Chemicals, and Non-Conventional Energy have also received steady inflows, showing growing interest
in manufacturing and renewable energy.

Overall, the table highlights that India’s FDI inflows are mainly concentrated in the services, IT, and
infrastructure sectors, reflecting the country’s economic strength, investor-friendly policies, and
expanding market opportunities.

Country-Wise Fdi Equity Inflow

Table No. 4: Country-wise FDI equity inflow

%age
Cumulativ | out of
2023- e Equity total
Amt. in Rupees 24 2024-25 | 2025-26 | Inflow * FDI
Rank |  Country Crores/ Amt. (April- (April- | (April - (April, Equity
in USD Million March) | June) 2000- inflow
March) .
June, (in
2025) terms of
USD)
1 Mauritius Rupees Crores 66,147 70,311 17,791 1,110,692
USD Million 7,970 8,344 2,081 182,272 24%
) Singapore Rupees Crores 97,475 | 126,235 39284 | 1,257,392
USD Million 11,774 14,942 4,599 179,484 24%
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3 US.A. Rupees Crgres 41,403 46,233 48,104 541,654
USD Million 4,998 5,457 5,610 76,261 10%
4 Netherland Rupees Crores 40,733 38,806 5,706 368,694
USD Million 4,924 4,620 667 53,970 7%
5 Japan Rupees Crgres 26,243 21,067 4,719 288,090
USD Million 3,177 2,478 551 44,947 6%
6 UK Rupees Crores 10,061 6,753 2,076 212,125
USD Million 1,216 795 243 36,130 5%
7 UAE Rupees Crores 24,262 36,504 8,602 176,327
USD Million 2,924 4,345 1,007 23,855 3%
3 Cayman Rupees Crores 2,835 3,126 5,790 116,830
Islands USD Million 342 371 676 16,313 2%
9 Cyprus Rupees CrQres 6,705 10,083 9,514 99,053
USD Million 806 1,203 1,108 15,761 2%
10 | Germany Rupees Crgres 4,181 3,973 1,635 93,482
USD Million 505 469 191 15,303 2%
Total FDI Equity | Rupees Crores | 367,899 | 421,929 | 159,428 | 4,928,358
Inflow From Al | o Nittion | 44,423 | 50,018 | 18,628 | 747,510
Countries
Source: Factsheet
Germany
Cyprus
Cayman Islands
UAE
UK
Japan
Netherland
U.S.A.
Singapore 24
Mauritius 24
0 5 10 15 20 25 30
B %age out of total FDI Equity inflowb (in terms of USD)

Figure 4: Country-wise FDI equity inflow

Table No. 4 and figure 4 present the country-wise Foreign Direct Investment (FDI) inflows into India
from April 2000 to June 2025, along with data for recent years. The table highlights that Mauritius and
Singapore are the top two sources of FDI, each contributing about 24% of total inflows, reflecting their
role as major investment hubs for global investors entering India.
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The United States ranks third, accounting for 10% of total FDI inflows, followed by the Netherlands
(7%) and Japan (6%). These countries have consistently invested in sectors such as information
technology, manufacturing, and services.

The United Kingdom (5%) and United Arab Emirates (3%) are also significant contributors, while
smaller inflows are observed from Cayman Islands, Cyprus, and Germany, each with around 2% of total
FDI.

Overall, the table indicates that India’s FDI inflows are highly concentrated among a few major
countries, led by Mauritius and Singapore, which together account for nearly half of the total. This
pattern highlights India’s growing global investment partnerships and its position as a key destination
for international capital.

Conclusion

The present study concludes that FDI inflows in India have witnessed consistent growth over the years,
highlighting the nation’s increasing appeal as a favorable global investment destination. The rise in FDI
has been particularly significant after 2005, driven by liberalized policies, structural economic reforms,
and initiatives to improve the ease of doing business. Mauritius and Singapore continue to be the
leading sources of FDI, followed by the United States, the Netherlands, and Japan. Major inflows are
directed toward sectors such as services, information technology, trading, and manufacturing. Overall,
the pattern indicates that India remains an attractive hub for foreign investors, playing a vital role in
fostering economic growth and development.
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