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ARIICLE 24 
Does Foreign 

Direct nvestment (FDI) 
Growth? An Empirical 

rate Economic esting for an Indian Econo 

Ritu Kang Walia & Suraj Walia 

The effect of Foreign Direct Investment (FDI) on the host economy has attracted muc 

including India. Earlier many developing countries looked FDI with oping 
cion, 

INTRODUCTION 

nuch hecause it can play a signiticant role in economic growth of anv de 
research 

but now the dilemma has changed now it is considered as a catalyst for eo 
growth 

and imperative vehicle for transfer of technolOgy from developed to developing ecn 

Today is the epoch of globalization, retlecting the free movement of multinational 
anies 
s. 

MNCs) from developed to developing economies leading to flow of huge amount of FDI 

flows into developing countries. In Indian economy, FDI inflow in the past two derade 
stimulated by economic reforms in the form of LPG have played a complementary role in 

filling the gap between domestic saving and investment. No doubt, it is a preferred source 

of external finance for the simple reason that they are not debt creating, non volatile in 

nature and their returns depend upon the projects financed by the investor. Besides these 

still the relationship between FDI and economic growth has always been a debatable issue 

because of conflicting views of researchers regarding the positive and negative facet of FDI. 

Keeping in above backdrop, present research is a humble attempt to examine the relationship 

between FDI and economic growth of Indian economy. Section 2 describes the objective 

of the study, data source and research methodology. Results and discussions to examine 

tne relationship between FDI and economic growth of India are presented in section 3. And 

lastly, section 4 concludes the study with policy implication. 

OBJECTIVE OF THE STUDY & RESEARCH METHODOLOGY 

E prime objective of the study is to analyze the relationship between Forelgn Di 
ire 

YESLment (FDI) and economic growth of India. For this, Foreign Direct im 
quity 

S COnsidered as proxy for FDI and Gross Domestic Product (GDP) of lnala i 
has 

POAy 1or economic growth. The present research is based on secondary uatee 
hich 

ec COllected from various sources such as secretariat of industrial approvals 

newsletters, 

nerce 

publications from department of industrial policy and promotiol, 
Bank of 

overnment Cnt of India: Handbook of Statistics on Indian Econouy 

Bank of India (RB). 
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