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Abstract: An attempt is made in this paper to kn&wreign Direct Investments (FDI) performance in Irid in terms of Merger
and Acquisition (M&A), Technology transfer and Resech & Development (R&D). Beginning of the sections done with
FDI policy in India. Initially, India has many regrictive policies but it is favorable after liberadation period to attract FDI in
India. Another section of the Paper discussed perfi@nce of M&A in terms of number, volume, countrynd industry wise,
Technology Transfer with suggested government ppland FDI inflow in R&D from the year 2000-2011(pbs$iberalization
period). At the end of the paper,it has been cor#d that growth of FDI Inflows is quite positive iabove mentioned area.

l. INTRODUCTION

Normally, objectives to invite FDI in India have marture cottage and small scale industries, tdolgizal growth of medium
and large scale industries to fulfill local conteaguirement and to correct Balance of Paymen&sfoRnance requirement has a
rationale, which include objective of measures aid of such requirement to manage form of markigtere are opportunities
and threats prevailing in the markets by the mational's FDI performance, which are related withdl content, exports, joint
ventures, R&D, training and development, technoltgansfer and other requirements so as to remostiative business
practices in the form of market allocation, pricerfg, exclusive dealing and collusive tenderingifRand Brusick, 1989). There
are countries, those who are invited FDI for impsatbstitution purpose but export enhancement dpusot becomes subsidiary
goal. In emerging market economy like India, it lsagoal to bring knowhow and technological collation to diversify the
trade by viewing the performance of the FDI, itgselo get information about strength of industbiase, to know opportunities of
export generation and its performance; - tradenoalg process; regional development promotion;netdgy transfer; avoidance
of restrictive business practices by the Government

1. BACKGROUND OF FDI POLICY IN INDIA

The government of India has declared some of thpoitant industrial policies during the periods oéiberalization. These
include 1948 policy, 1956 policy and 1969 industpialicy, which were very restrictive for FDI andréign collaboration. These
policies created assets as technology, skill artdegreneurship were limited but FDI helped localnevship and foreign
investors were given security for foreign ownershiipndustrial enterprises. After four decade ofyiag degree of selectivity of
FDI, the limits on foreign shares fostered joinhttees with Indian entrepreneurs. These policiegicoed until the policy of
creeping liberalization of the Indian economy waisiated in the 1980s. The fast-tracked liberalmatof the Indian economy
introduced in 1991, which brought with it a radisaift in the policy towards FDI. In fact, FDI poyi reform formed part of the
first package of industrial reforms in July 199dawas reflected in the Industrial Policy announiced991:

Foreign investment would bring attendant advantaafetechnology transfer, marketing expertise, idtrction of modern
managerial techniques and new possibilities fomation of exports. The government will therefordaeene foreign investment,
which is in the interest of the country’s indudtrikevelopment. India declared new Industrial poheigh reforms in 1991 for
integration with global economy. The policy hadpment role of FDI for strategic investment.

Kumar and Das (2011) reviewed, the governmenhdial has made major shift in FDI policies alonghwétonomic reforms.
FDI regulations and liberalization were one of th&nadually, the government continuously revised Emeralized the policy.
Most of the changes are found in FDI through thematic approval route. Still, however, there acene sectors in which
restriction are there. Foreign Investment Promofdnard (FIPB) has taken care for automatic routé=bf. For this, the
government has made exclusive change in econordiindustrial policies. Such as, repatriation ofdstment capital and profits,
change in labor laws, establishment of special ecin zones and taxation policies helped India tiaet a destination of FDI.

FDI policy was highly regulated before 1991. Intad Foreign Exchange Regulation Act (FERA) was et and violation
of the act was a minimal offence. However, underdieregulated period, FERA was revised as foreigh&hge Management
ACT (FEMA1990). The new act helped to improve captccount Management of foreign exchange Managemdndia. The
act facilitated external trade and external paysientas to achieve heights of foreign exchange ehamkndia. The provision of
the act allowed users to make use of foreign exgbanmith increased quotas. The government of Indiabdished Foreign
Investment Promotion board (FIPB), Department ajrieenic Affairs, whereas, Ministry of finance is thedal single window to
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manage FDI. Under the foreign Investment polictb® RBI manages FDI by two routes: 1. by automadigte and 2.by
government route.

The government of India has made change in likmrdlinvestor-friendly policy for FDI. The policy $iallowed 100% FDI by
automatic route in almost all sectors. Howeverpfriime to time policy has changed and there ar@iceprohibited activities
such as retail trading, lottery business, gamblb&jting, business of chit chat fund, Nidhi comgarand real estate business or
construction of farm house. FDI in the case of ¢oxctivities are strictly prohibited including atmnmiechnology and railway
transportation. Government of India issued sevenaulars for change in/or relaxation in certairtiaties like pricing of
convertible instruments, issues of fresh shardspdnction of provision of on passing of shares apeéning of non-interest
bearing accounts in specified condition . So fapharmaceutical sector is concerned, up to 10@%stment is permitted in
existing companies in Greenfield and Brownfielddatment through automatic and govt. approval roleseover, exception of
construction-development activities in educatiooteeis permitted. The policies have included basid applied R&D on bio-
technology, pharmaceutical science and life scieaséndustrial activities for National Parks. HDiit is revised in broadcasting
o/FM radio up to 26%. FDI in the form of liberaltican of conversion of capital-good/machinery ankhter expenses to equity
investment are allowed. In 2012, Department of &tdal policy and Promotion (DIPP) has issued kiieation of the policy in
single brand retail trading and increases the oamp 51% to 100%, however, it will be routed througgivernment of India. FDI
beyond 51% and mandatory sources of at least 30%aloé of product sold in the case of small anhgé industries.

Looking to the aggregate level, FDI equity inflowsre revised worth of Rs 112019 mn (US$24.2bn)rduthe financial year
2011-12. FDI under the automatic route, it doesraqtire approval but only involves to intimate REthin 30 days of periods.
Regarding sector-wise distribution of FDI, equikywis 19% of the total in service sector followed dryg and pharmaceutical
13%, telecommunication 8%, construction activitf®$, metal and power sector 6%, miscellaneous eegig products 5%,
hotel and tourism 3% are found at the end of Deez2b12.

FDI Promotion activities are progressively rationadl ongoing basis. The RBI has also issued newetines for Foreign
Direct Investment contained under FEMA (Foreigndfmal Monitory Affairs) along with regulatory framverk. It is largely due
to dissemination of FDI measures to develop investnelimate to grab opportunities in India. DIPR Inaade special effort for
business reforms aimed at improving the busin&sssketting up of single windows; computerize infatimn, online registration,
simplification of taxes and payments along withuettbn of documents for FDI.

The National Manufacturing Competitiveness Cou(MCC) has been setup to provide policy dialog anstain the growth
of manufacturing industries. Moreover, NMCC help®aindustry association such as (FICCI, CCl ané@EHAM) in their
activities of globalization of trade along withdtiéral and multilateral initiatives. Such policytians have highly encouraged not
only the FDI but also FDI dependent domestic ecdnarandition, global economic trend and improvemehinfrastructure as
an emerging investment destination for India. Takcy is highly appreciated by UNCTAD 2011 and atf@ums.

II. MERGER & ACQUISITION IN |NDIA

Mergers and Acquisitions are linked with FDI inflesmHere, an attempt is made to know volume of M &hir cross-border
value and India’s M & A ranking of industrial secdo

Ramakrishna (2008) analyzed financial data pert@i87 pairs of merged firm: the mergers were exati996 to 2002, he
found that 64% of the merger belonged to relatedisiries, while the remaining were in unrealistidustry. As per profile of
cross border M&A investment in the case of IndidNGTAD World Investment Report 2013 observed thanbars of deals in
1991 was only 1 which with substantial rise in 2@37167 at present it is 127 in year 2012, in tevframount it increased from
US$ 34 mn to US$ 5580mn during the 2010. The as®én average purchase deal size was extremghy flaam US$40.7mn in
2006 to US$156.8 mn in 2007.

The chartl shows number of Merger and Acquisitientaken place during the last two decades. Ibkeas observed from the
chart that announced M&A in India during 1991 t®&%vere very low as 24. Whereas, from 1990 to 20i®reased 32 to 127
numbers. This has happened largely due to libemigion and institutional support for M&A procedsargest share among this
were occupied by manufacturing sectors and sesdc#rs.

Chart :1 No of M&A in India

No of M&A in India
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CHART-2
India M&A Volume
Chart shows M&A in India in terms of value in USEhe chart shows that there is fluctuating trenéthbbund Outbound and
domestic M&A. In terms of value the M&A had transan of 15 bl USD$ in 1999 which increased to SHidn dollars in 2007.
Again it declined to 30 billion dollars in 2013. Ma and volume depends upon business environmentamber of industry.

Sbhn India M&A Volume
18.0
16.0
14.0
12.0
10.0
8.0
6.0
4.0
2.0
0.0 I = | ] l
2007 2008 2000 2010 2011 2012 2013
W Iinbound Outbound Domestic
TABLE-1
India M&A Industry ranking year Feb 2012-Feb2013
Rank Industry Value US $ mr No deals % share
1 Food and Beveray 4,11¢ 53 13.2
2 Financt 3,86¢ 11C 12.4
3 Health car 380: 90 12.2
4 Technolog 2,66 19t 8.t
5 Consumer Produc 2,571 43 8.2
6 Telecommunicatior 2,35k 16 7.5
7 Professional servic 2,167 97 6.¢
8 Metal & stee 2,02¢ 46 6.5
9 Utility and Energ 1,681 30 5.4
10 Construction/buildin 75¢ 51 2.4
Total 26,01: 731 100.(

Source: http://wsj.dealogic.com/indiarankings.htm

Looking to Industrial ranking of India M&A betwedfebruary 2012 to February 2013 total no. of deasew 31 with total
value of US$ 26011mn. During this period, shardood and beverages, finance and health care reth@ominant with their
share 13.2%, 12,4% and 12.2% respectively. How@vegse of technology consumer product and telewomication their share
remains 8.5%, 8.2% and 7.5% respectively. The gowent of India opened new avenues for new Indgstnel sectors.

As per RBI report 2012, it is observed that at aggte level, inflow through acquisition of existisigare as on 30-11-12 was
worth of US$ 5183.404 through automatic route, wher US$ 181.432 through acquisition. The inflovetlgh acquisition of
share registered an average growth was 55.7% f@df £ 2008. It noticed that the positive growttertaroughout the period
except the year 2003 & 2007.

Considering M&A deals, in top five companies taegetndustries are found as Energy and Power, hashiage of US$ 20
billion in 2010, whereas, in 2011 it reduce by U8$8Llbillion. In the case of Industries in 2010wi&s US$ 2.0 billion which
increased US$ 6.5 billion, which recorded 122% aigirowth rate. So far as materials are concern&d Bleals stood US$ 10.5
billon, which declined to US$ 6.4 billion duringetiperiod. Transfer of technology is very importemtsidering the role of FDI,
M&A deals for high technology increased from USGBillion to 24% growth during period. (The Econarimes Dec: 2011).

This means that FDI provided a vital boost to M&®&atk for various types of companies with differeegment of Industrial
sectors between year 2010 and 2011. These compaciede, Vedanta with cairn having US$ 8.6 billidwe biggest M&A deal
in Industrial sector. Reliance remained the secdealt with BP having US$7.2 billion. GVK power dealith worth of US
$ 1.26 billion for acquisition with Han Cock coakdani enterprise  comprised US$ 2.00 billion asiign with Abbot
Australian Company benefited. i GATE acquisitiothwPatni computer another very important exampl&l&A during the year.
(The Economic Times Dec: 2011).

V. TECHNOLOGY TRANSFER IN INDIA

An attempt is made to know the government of Irelieransfer of Technology Policy. Technological abbrations promotion,
and its terms & condition of payment. Country-wésel sector-wise transfer of technology in India lvasn studied.
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Technology is an important aspect to bridge theridtional economic gap is the technological gapchhological
backwardness and a slow-moving progress genetadlsacterize the developing countries. As suchath@nced countries boast
a rich stock of technology and fast technologicaigpess. Technology transfer is the term used tiglgan the processes. A
technological knowledge moves within or between ynarganizations. International technology transéfers occurs between
countries. Transfer of technology is normally fréime developed to the developing countries, it ipihg to measure speed and
the pace of the economic development. As suchsfibamation process is low in the fewer developiogrdries (LDCSs).

Technology Transfer under the FDI is an importagtins in order to obtain total gain of the techngldgis useful for cost-
effective production in competitive markets. Acdgiis of new technology involves not only the tréersof technology but also
domestic technical learning (knowhow). It helpsasty building of a nation for rapid technologiaatd innovative economic
development. Technology transfer is the strength ntion, which helps to achieve huge market, Bighiddle-income group
people and easily adoptable nature of the consudamvhow and technology depends upon availabilftiechnically qualified
human capital. Technological transfer include, ifgmelicensing, turn-key projects, technical corsntty, capital-goods
acquisition, International subcontracting. By armige, FDI is associated with first Transferring higealogy in terms of
commercial transfer, an initial organization usyall multinational subsidiary and then further difhg it to other firm in the
local economy, spillover and other condition.

Transfer of technology has created a debate intoplike India. As such, most technology transfercapita intensive and
India is labor surplus country in search of new ggportunities and unemployment is a large masblgne. As a result, use of
new technology depends upon ability of the coutdrynake use of technology transfers to develop th@inestic capabilities as
it involves sizeable capital investment. This majphto reap the social and economic benefits.

TECHNOLOGY TRANSFER POLICY BY GOVERNMENT OF INDIA:

Indian industry has been started to developed t#obital capability and competitiveness by acquaisibf foreign technology,
which is encouraged through foreign technology atmiration agreements. The authorization for sudkalmrations has
legitimate either through automatic route or witiop Government approval. The RBI permission isuisgfd as payment is to
make in foreign exchange. Sometimes global levehaigs like United Nations Industrial Developmemg#@hization (UNIDO)
and World Bank are helping developing countries.

TECHNOLOGY COLLABORATION :

There are certain terms and conditions for tectgioéd collaborations. these terms of payment is enadder foreign
technology collaboration, which are eligible forpapval through the automatic route and by the Gawent approval route,
These include, technical knowhow fees, paymentésign and drawing, payment for engineering sesvicel royalty. Payments
for hiring of foreign technicians, deputation oflian technicians aboard, and testing of indigermams material, products, and
indigenously developed technology in foreign coiestthas governed by separate RBI procedures aes peftaining to current
account transactions and are not covered by tldgfotechnology collaboration approval.

AUTOMATIC ROUTE: Payment for foreign technology coloration by Ind@mpanies is allowed under the automatic routgestib
to the following limits:

I. The lump sum payments not exceeding US$2 million
II. Royalty payable was being limited to 5 per centdomestic sales and 8 per cent for exports, withoytrestriction on
the duration of the royalty payments.

Authorized dealers appointed by the Reserve bankdi& (RBI) allow remittances for royalty paymeaftlump-sum fee and
remittance for use of Trademark or Franchise indmdthin the limits prescribed under the automadiote. RBI's prior approval
is must required for remittance towards purchaseaoe mark or franchise.

GOVERNMENT APPROVAL — PROJECT APPROVAL BOARD (PAB): Royalty payment in the following cases requiresopri
Government approval because PAB allow only techriodaboration is proposed and FIPB where botlariitial & technical
collaboration are proposed.

I Sectors/activities which are not on the automatige for FDI, or
Il. Proposals not meeting any of the parameters fanaatic approval

Proposals for foreign technology transfer and @altation not covered under the automatic routel $leakconsidered by the
PAB in the department of Industrial Policy and Potion. Application in such cases has submitted amnt FC-IL to the
secretary for industrial Assistance.

PROMOTION AND REGULATION OF TECHNOLOGY TRANSFER IN INDIA:

Paged of 10
2014, RHIMRJ, All Rights Reserved ISSN: 2349-7637 (Online)



\e

= RESEARCH HUB - International Multidisciplinary Research Journal
2 Volume-1, Issue-5, December, 2014

It is widely recognized that has properly regulatedl promoted it can play a positive role in spfethe problems or
shortcomings of foreign technology, particularlytire technologically deficit countries. The Goveemhof India has taken a
number of regulatory and promotional measureske &alvantage of foreign technology devoid of sainiff national interests.

REGULATION :

A number of regulatory measures have taken byreiffiecountries to ensure that the technology sedeist the best available,
suitable to domestic environment and that disomgahiand unnecessary import of foreign technologgois undertaken. The
aspects of technology commonly regulated are dsszlibelow.

THE EXTENT AND TERMS OF EQUITY PARTICIPATION:

This is one of the aspects of technology that comynoegulated; these are in generally determinedhey priorities of the
technology-using industry in the nation’s econosiypply conditions of the technology and its typd aature. Foreign equity
has usually allowed only in high priority, high keology and export oriented industries. Foreignitgquarticipation has been
normally limited to 40 %, while in certain casekeliexport-oriented industries, a larger participathas permitted. The
Government of India’s policy towards foreign capiémd technology broadly categorised industries itiree types, namely,
industries where both foreign equity and technolbgg allowed, industries where only foreign techgel has allowed and
industries where neither foreign equity nor tecbgglhas allowed.

PHASING OF DOMESTIC MANUFACTURING:

Government of India has been insisted upon indgggiun on a phased manner as and when the fore@imdlogy has
employed. The Government of India, in the past aisested that suitable provisions made for tragniri Indians in the field of
production and management. In additional, thereulshbe adequate arrangements for research andogewent, engineering
design, training of technical personnel and otheasores for the absorption, adaptation and develnpmf the imported
technology.

PAYMENT TERMS AND FOREIGNEXCHANGE OUTFLOW:

Government take measures to ensure that dispropatély high payments have not paid for any teamyolBoundaries were
imposed also on dividend payments and pricing. Gheernment of India’s guidelines clearly laid dothat there should be no
requirement for the payment of minimum guaranteeyhlty, regardless of the quantum and value of pectdn. Royalty
payments were subject to restrictions in termsnadant, period of payment and Indian tax laws.

THE APPROPRIATENESS OF THETECHNOLOGY.

According to the guidelines issued by the Goverrtroéiindia, the entrepreneurs should, to the fuledent possible, explore
alternative sources of technology, evaluate themafdechno-economic point of view and furnish reaséor preferring the
particular technology and source of import. Perioisgo import a particular technology has generalged on considerations
such as fitness of the technology to the socio-@ein and ecological conditions in the country amghtr of way of the
technology using industry in the national economy.

PROMOTIONAL M EASURES.

To take full advantage of the positive role of fgretechnology, it is necessary to take certaimmiional measures. These
include:

1. Assessing technological requirements in a variégeotors and identifying areas where foreign tetdgy is required.

2. Dissemination of information in foreign countriesgarding foreign investment potentials and scopetdohnical
collaboration in the domestic economy, governmeititp and regulation in respect of foreign cap#at technology,
institutional assistance and infrastructural areepfacilities for industrial development. The ladiinvestment centre,
established in 1961, has been playing such a role.

3. Government has to provide advisory services toamaintrepreneurs, in respect of foreign technolaglding the
techniques and process of technology transfers.

TABLE-2
Country-Wise Technology Transfer Approvals

Ranks Country No. of Technical Collaborations approve: %age with total tech. approval:
1. U.S.A. 1,841 22.71
2. Germany 1,116 13.77
3. Japan 880 10.86
4. U.K. 876 10.81
5. Italy 489 6.03
6. Other Countries 2,904 35.82
Total of all Country 8,106 100.00

Source: RBI Annual Report year 2010 by website of SIA Nmtier
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It can be observed from the above table that doréiechnology transfer number of cumulative appravereased from
August 1991 to December 2009 were 98 to 8106 (Rpdrt 2010). Whereas, 46 number of approval gdahduhe year 2009-10.
Among these USA has highest number of technicdhlootation approval 1841 with their percentage shafrapproval 22.%
followed by Germany 1116 and 13.77% and Japan 88018.86% shares respectively. In the case of UK lgaly approval
numbers were 876 and 489 with 6% of shares othantocphad 2904 approvals with 35.82% of shares.

TABLE-3
Sector wise Technology Transfer Approved
Rank Sector No. of.TechnicaI %age with total tech.
Collaborations approved approvals
1. Electrical Equipments(including computer softev&r electronics) 1,263 15.58
2. Chemicals (other than fertilizer) 905 11.16
3. Industrial Machinery 872 10.76
4, Transportation Industry 760 9.38
5. Misc. Mach. Engineering Industry 444 5.48
6. Other Sectors 3,862 47.64
Total of all Sectors 8,106 100.00

Source: RBI Annual Report year 2010 by website of SIA Nistier

Considering sector-wise foreign technology transfpprovals, they were 1263 for electrical equiprsentith their share
15.58%. In the case of chemical other than feetilizad 905 approvals with 10.76% of shares. Tramespon industry had 780
approvals with 9.38% shares and miscellaneous MéchlaEngineering industries 444 approval with 8#8hares, whereas,
other sector had 38.62 approvals with 47.64% shdeharashtra, Tamil Nadu and Gujarat had benefitddt with foreign
technology transfer. Subsequently, FIPB gave nepodpnity on the basis of technical feasibility aambnomic viability.

V. RESEARCH AND DEVELOPMENT IN INDIA

R&D so far was treated as the least fragementathieitst of the TNCs. In recent times, situation Heeen changing worldwide
as a greater dispersion of TNCs’ R&D has becomeketarThis outcome is not only of the increasingidisation in various
developing countries and changing nature of teagybut also because of shortage of highly ski&l human resources.
India has not remained untouched with this phen@meand a discernible change has been observedlia during the period
1998-2007. During the five-year period 1998-2003naor FDI inflow in R&D worth of US $ 1.13 hilliolad been approved
and a much higher level planned. These companies figd at least 415 patents from India in the B®arly half the FDI
companies have relocated their in-house R&D in hementry to offshore location in India Though TNfZsm US, Germany,
UK and France figure prominently, a number of firfnrem China, Republic of Korea, and Taiwan haveo aippeared with
noticeable R&D activities in India (Academy of Bugss Studies, 2006).

More than 50 percent of the companies that havesied in R&D sector in India are from the US andoaat for about 72
percent of the total FDI. These companies have st an overwhelming portion of the patents filedUS, Some of these
companies have domestic partner from developedtgoliNCs like Korean companies Hyundai has Daili@érysler and Tyco
Electronics has Siemens as domestic partners iia.lfchus, these efforts are also creating a gléd&D network. These
companies adding up to support own manufactuririyiies were also found to be engaged in expartduding R&D exports
benefiting the host economy. However, comparedtheroTNCs from the developed countries, these ASids have limited
capacity building programmes. These programmesdcbel categorised as training programme for R&D eyg®, contract
research, collaborative research with universiied firms, supporting own manufacturing activitygé&wal and Sarkar, 2006).
None of these companies have so far entered intoemearch contract with any local research orgdiois neither that they have
felt the need of any training programme for the R&Mployee nor that they had any collaboration \aitly universities. These
requirements seem to be varying with the spec#fataral characteristics.

In sectors like Agriculture, Automobile and Chenhidams in India have not found any need to engageontract research
with Indian patrons. Training programmes were nmemmon in Chemical sector than IT or Automobiletseand the need for
training is also gradually reducing in the IT sectbis also important to make a note of that sarhthe interviews conducted by
ICT sector in which some of the Asian companies jradblems in recruiting or retaining middle levethnical personnel. This
problem could be categorised as the problem of mgthility of the sector or as some of the persomeplorted that the
management style of these companies did not proaézjuate autonomy in decision-making as comparegthter western
companies. While exploring further the period betw@007 and 2011, the global data on R&D inflovilect a slowdown in the
investment activity and possibly due to global emuit crisis. Between January 2003 and April 201bba FDI markets
recorded a total of 2171 investment projects frdd80lcompanies and the leading sector was Pharnieadsuihich accounted
for 18 percent of projects (See chart no. 3).
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Chart : 3 INDIA FDI inflow in R&D ( No of Investment Project)
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Source: UNCTAD (various years) world Investment report 201

This period also indicated a negative annual awegagwth rate of -1.7 percent. It is despite thist tChina followed by India
remained the top two destination markets in theldvfar inward investment attracting 13 and 11 pate# investment projects

respectively. Moreover, both the countries recoraeggative average annual growth rate aroundréepedespite implementing
TRIPS compatible IPR laws.

The top three source markets for outward investmené United States, Germany and Japan, providing and 7 percent of
investment projects respectively. India and Soutineld also figured as one of the top ten investatls & percent of the total

outward investment projects each. As far as Insl@incerned, India attracted 290 inward FDI investinprojects in R&D during
the same period (Table no.4).

TABLE-4
FDI inflow in R&D into India by source country
Source country 2003 2004 2005 2006 2007 2008 2009 01@ 2011 Total
United states 25 36 34 36 13 8 13 6 3 174
Germany 2 1 5 3 4 1 1 17
UK 3 4 3 10
Switzerland 2 4 1 2 1 1 11
south Korea 1 1 1 3 1 3 2 12
Japan 2 1 1 1 1 1 7
France 1 3 4 1 1 10
Denmark 2 1 2 1 6
Australia 1 1 1 3
Sweden 1 2 1 1 1 6
other countries 3 4 6 8 3 4 3 3 0 34
Overall Total 35 54 57 56 24 20 24 15 5 290
Source: RBI several publications
TABLE-5
National expenditure in R&D (Rs. In mn)
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

15683.37 16007.14 16353.72 1755 19991.64 22963 21248 27213 1877.2 12530
Source: RBI several publications

It can be observed from the chart that R&D thro&fh flows benefitted Pharmaceuticals and chemicdlstries benefitted a
lot due to entry of FDI in India. However, softwarglustry, bio-technology and business servicesfited in 2003, 2004 and
2005. In percentages, it occupied the share 13%, &id 23% respectively. At aggregate level sectwaiposition of FDI was
found to be 42% Pharmaceuticals. However, the ffomanaged by FIPB for sectoral distribution.

Most of the inward investment has flowed into highh R&D. The following small table reveals risiegpenditure on R&D in
India. It shows fluctuating trend. However, it &s$ than 2% of India’s GDP, whereas, developedmatpends more than 5% of
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their GDP to compete in global market. Not only i domestic R&D expenditure in Indian compamiedd to increase, which

is very low compared with the developed nations.

CHART-4

Sectoral Distribution of FDI inflows in R&D into In dia (No. of Investment projects during Jan 2001- Apl 2011)
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Source: UNCTAD (various years) world Investment report 201

India can support the quality and essentially sfhiealth care, education system, agriculture, trandieistry and services by

investing in R&D activities. Now a day’s many TNQap a significant role in research and developmeitvities. R&D
expenditure increased not in manufacturing seatb@also in service sector considerably. In futuangninformation Technology
related companies like General Electric, Microsafig IBM are involved in R&D in India.
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VI. M AJOR OBSERVATIONS

M&A process taught a strategy to Indian firms t@dre top players in International markets. Thisv&lenced by
steel Industry, aluminum Industry which has chantea rank and market power of Indian Firms. A Sabtal
portion of the countries’ FDI (40%) is contributleg mergers and acquisition in the case of Indiackhllowed India
corporate sector to be stronger in business.

The legal environment in India is relatively becaghimore sophisticated and refined. This happengelladue to an

entry of Fll and offices of foreign corporate inngeal and MNCs in particular as India becomes anrsgiy of global

corporate climate. Today India M&A is a vital paftinbound and out bound economic activity. As &tsgor acquires,
Indian business is increasingly involved in horidrand vertical integration, and in maximizing tkynergies that
accompany M&A transactions. New Companies Act 2608ned new avenues in this regard.

Technology transfer through multinationals helpidamdcompanies to diversify their exports, seveeghtologies,
knowhow and machineries became possible to immoassto boost R&D at individual industry levels.uBhforeign
collaboration provided a vital boost to the expmatnings, GNP, employment avenues opportunitieshigtter level
of living to the Indian people

India has emerged as one of the top destinatioR&D off shoring. These activities are not restgitto supporting
domestic manufacturing or market seeking but atengbed to capacity building programmes like exportsuding

R&D exports, training and contract research ancelgenerated significant R&D employment.

As far as FDI investment inflow in R&D is concernedmpanies from the USA, Germany and UK were tlagom
investor. Some of the developing countries have alserged as new actors in India. Software & ITvises and
Pharmaceuticals were the major sectors that agttd€DI investment followed by Communications, Batteology

and Chemicals.

PageB of 10
ISSN: 2349-7637 (Online)



4<. RESEARCH HUB - International Multidisciplinary Research Journal
sfie Volume-1, Issue-5, December, 2014

6. India might require greater level of coordinationgolicy interventions to translate the technatagicapabilities into
higher level of high-tech exports by taking advgetaof expanding markets in this sector. This migatp to
expansion of R&D activities in the industries.

7. One can observe and conclude that 45% of invesiiteslow cost labour and inexpensive manufactutasgkey
attractions in India. 1% of investment in India wémo the manufacturing sectors. In 2011, 78%mviestment in
terms of value went to the manufacturing sectaromparison to 14% share of service. There are 34féqis of FDI
are manufacturing led. Industrial tend to target ihdustrial machinery, equipment and tool in whictb and in
automotive 76 projects are targeted

8. Large mass of investors about 50% of total investmlieve that the high potential of the domestarkat has the
most attractive characteristic of growth of theiémdmarket.

VII. CONCLUSION

The present study of FDI in India reveals thatraliteeralization period, FDI flow has increased tban terms of value and
volume of activities. FDI has engineered in modachnology in our manufacturing sectors. This halpdd not only the large
scale industries and foreign collaborative indestribut also brought knowhow for medium and smaitas. Looking to the
earnings from FDI inflows, investment has substdiytincreased foreign exchange receipts both imseof US$ and in Indian
Rupee. Indian has achieved notable M&A successesugh strategic investment in telecommunicationd, drom a private
equity perspective, in real estate, constructiod property development. Indian exports have suaxbed diversification of
products in global market largely due to FDI inflowindia. Moreover, such phenomenon helped toembiBalance of Payment
situation and foreign exchange reserves at modest. I The expenditure on R&D activities is risirigrsficantly in the present
decade in the India. However, there is a key qoledtr emerging market economy like India to haveagtive policies, which
can exploit the benefits of FDI inflows in IndiasAuch, FDI helps such countries for capacity ingido as to reap the social
and economic benefits of existing technologies.
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