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Abstract 
There are many numerous studies carried on impact of FDI’S in India in economy. The moto of this paper is not only the 

study of growth variable of economy but also development variable which impact on Socio economic culture by considering the 
human development index, GDP, Unemployment rate, foreign exchange reserve. The research moto is to find the impact of FDI   in 
different scale of variable dependency on FDI or not. The researcher uses the regression model to analyses the different economic 
variable in correlation with FDI and its impact on economic variable. The variable considered for the research is FDI, foreign 
exchange reserveInvalid source specified., currency exchange rate, GDP, HDI, Unemployment rate. The study will help the policy 
maker to take the decision regarding whether FDI help to fill the gap between growth and development. Which is the grey area where 
the kick of economy needed through FDI to boost up the inclusive development of socioeconomic. 

 
Keywords: FDI, GDP, Foreign Exchange Reserve, Unemployment, InflationInvalid source specified., Invalid source specified.. 
 
Introduction 

FDI works as central role in India. It accelerates the economy in a multiplier effect. The investment of FDI open the different 
fold of economy. It not only invests in capital form but also with technology, patents, knowhow to give a new boost to economy to 
fulfill the huge requirement of second largest populated country in the world. The India is highly populated country with low labour 
cost. The GDP of Indian economy is highly contributed by agriculture sector. The impact of FDI in various segment of economy 
works as an inclusive growth in the country.  

 
The host country has benefited by taking advantages a in term of fund with technology to improve the country economy in 

term of employment growth, business growth, industrial growth, import and export scenario changes, current account deficit etc.  The 
FDI ignite the fire in different types of economic variable to speed up the economic. The investment with technology opens a new 
dimension to the youngster to enhance their career with technology. There are various startup takes place under technology base 
platform under FDI investment like Zomato, OLA cab, Wow! Momo etc. which create new opportunity in career growth. Under make 
in India program the Korean company Samsung starts their manufacturing of Mobile Handset in Noida, New Delhi by employing 
70,000 people. In ease of doing business the Invalid source specified.ranking of India is 63 among comparison of 190 countries by 
considering the ten parameters related to business. Which attract the FDI by any route to take advantages of this opportunity to get 
their higher return in term of investment and getting a huge potential market to sale their product in host countries as well as in other 
and ultimately it improves the employment level, GDP of country, create foreign reserve to strengthen the economy and currency. 
Human development index also improves by increasing in their per capita income and disposable income. 

 
Source: RBI Factsheet 4 September 2019 
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Review of Literature  
The main objective of the FDI is to invest in host country to take advantages of low labour cost and to tap the big market and 

increase in export and other human development segment with create a huge reserve in economy. The FDI fill the gap between saving 
and investment of the country. 

 
 According to Invalid source specified. there is positive correlation between FDI and GDP and there is no relation between 
FDI inflow and inflation in the host country.  
 

The FDI is major source of non-debt fund to India with technical knowhow to increase the employment level and human 
development index and from the investor side to take the tax exemption1. 

 
Invalid source specified.In study of (KUMAR M, 2017) findings that there is a robust positive relationship between FDI and 

significant spillover as measured by total factor productivity to domestic firm by backward linkage with contact TO foreign buyer and 
local seller and there is negative relationship between goods tariff and input tariff. And also finding suggest that tax holiday is much 
more successful than tariffs. 

 
During the financial year 20-21 the FDI is 22% higher as compared to eight month of last financial year 2019-20. FDI inflow 

in equity is 37% more compared to April -November 20202 
 
This study goes through the impact of liberalization of Indian economy and FDI policy.Invalid source specified.As per the 

study of (Masaharu U, 2018) that the liberalization policy of Indian economy gives a diversified and sustainable growth and 
development in Indian economy with patience and solemn.  

 
There is always relationship among FDI inflow with foreign exchange reserve, Invalid source specified.foreign exchange 

rate. The increasing in export and decrease in current account deficits in impact positively in foreign reserve. Invalid source 
specified.The industrial growth due to FDI inflow in country is highly correlated but due to high population and demand of product 
there is less relation between export and FDI growth. 

 
Invalid source specified.The relationship between FDI and employment is highly correlated, the study finds that there is 

positive correlation between them, the one-unit growth in FDI will raise employment by 0.857 units in India. 
 

Relationship between FDI and GDP 
The objective of the study is to find the relation between FDI and GDP. The FDI impact in Indian economy in its every 

variable directly and indirectly, the growth in any sector of economy and socio economy it pings the GDP and GDP are the index of 
whole country. In various study it is found that there is relationship between themInvalid source specified.. The increase in GDP 
gives a stability in in GDP growth. The attraction of GDP gives a boost to economy for their growth and development. So, it is 
assumed that FDI is fuel to start and speed the economy with new flow in rising competitive environment. 
H1: there is positive relation between FDI inflow and GDP. 
 
Relationship between FDI and foreign exchange reserve 

Foreign currency reserve is depending upon the country export and import. The current account deficits also the deciding 
variable of reserve. In various study found that there is positive relation between FDI and foreign reserve but some study ignores about 
the relationship between them. 

 
H2: there is positive relation between FDI and foreign currency Reserve 
Relationship between FDI and inflation 

Inflation is depending upon liquidity in market and time to time govt. take initiatives to control the inflation. In present case 
the introduction of FDI will create any inflation hike or not to be studied. So, it is assumed that inflow of FDI and inflation has 
positive correlation. 

 
 
 
 

                                                             
1https://dipp.gov.in/sites/default/files/FDI_Fact_sheet_September_20.pdf 
2FDI in India: Foreign Direct Investment Policy of India | Invest India 
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H3: there is positive correlation between FDI inflow and inflation 
Relationship between FDI and Currency exchange rate 
Reserve of foreign currency improve the local currency. When there is much reserve it will impact the exchange rate and give a boost 
to local economy. It also depends upon the export and import factor with current account balance and deficits. The inflow of FDI in 
the country give the chances of improve the local currency so it is as assumed that there is a positive relation between the two 
variables, so  
 
H4: There is Direct relation between FDI inflow and currency exchange rate 
Relationship between FDI and unemployment rate 

FDI comes not comes only with fund but with latest technology, knowhow, patents in India to establish industry to take 
advantages of low wages cost and huge domestic market, under such condition it assumed that it ultimately impacts the employment 
rate of India due to industrial growth and development and decrease the unemployment rate. 

 
H5: there is positive relation between unemployment rate and FDI inflows 
Relationship between FDI and Invalid source specified.Human Development Index 

In competition of growth and development of economy several studies found that it missed the human development index. It 
estimates that it impacts on HDI but there is not significant impact found in the study. Somewhere short-term impact found but long-
term impact is insignificant. 

 
H6: there is positive relation between human development index and FDI inflows 
Research methodology 

The present study checks the facts about whether the FDI impact the different variable of Indian economy. To check the 
relationship of FDI with different economic variable. The previous study goes through several economic parameter like balance of 
trade, current account deficits, foreign exchange rate, export and import, foreign currency reserve, gross domestic product to visualizes 
the FDI impact on economic development and how the economic changes their parameter in different growth and development sector 
of economy or only growth takes place and ignore the development factors. For the purpose of analysis data are collected from various 
sources like RBI websites, Department of planning and promotion, make in India website, journal, article, periodicals, Mospi, etc. the 
regression method through MS Excel is applied for data analysis. The limitation of study of data is considered from 2010 to 2020. 
 

year FDI inflow GDP  Foreign  Inflation % HDI Currency Rs/$ Unemployment % 
  us $ million   exchange reserve     exchange Rate   
2010-11 34,847 1823.05 274330 11.99 0.579 45.12 5.64 
2011-12 46,556 1827.64 260061 8.86 0.588 51.17 5.64 
2012-13 34,298 1856.72 259725 9.31 0.597 54.03 5.65 
2013-14 36,046 2039.13 276359 10.91 0.586 59.853 5.67 
2014-15 45,148 2103.59 317323 6.35 0.586 62.32 5.61 
2015-16 55,559 2294.8 336103 5.87 0.73 66.32 5.57 
2016-17 60,220 2652.75 346318 4.94 0.624 64.79 5.51 
2017-18 60,974 2713.13 399442 2.49 0.64 65.13 5.42 
2018-19 62,001 2868.93 385357 4.86 0.645 69.13 5.33 
2019-20 21,310 2892 442213 7.66 0.645 75.49 5.36 

 
The relationship with GDP and FDI where FDI is independent variable and GDP is dependent variable.  

  Coefficients Standard Error t Stat P-value 
Intercept 20689.35374 24794.59345 0.83443 0.428251 
X Variable 1 10.8386044 10.57696867 1.024736 0.335472 

 
The about the positive relationship of FDI inflow and GDP growth is insignificant. The P value is more than 0.05 in relation 

with GDP, so the first hypothesis H1 is rejected and there is not any relation of FDI inflow in GDP growth. 
 
The relationship of FDI with foreign exchange reserve and their statistics are shows not so positive relationship. As the 

foreign reserve dominating by export and import factor with current account balance and other macroeconomic variable in term of 
foreign debts. 
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  Coefficients Standard Error t Stat P-value 
Lower 
95% 

Intercept 33191.03637 25426.57867 1.305368 0.228057 -25442.8 
X 
Variable 1 0.037925349 0.075843772 0.500046 0.630505 -0.13697 

 
There is not significant relation find as per statistic, the p value is much higher than 0.05 between FDI and foreign reserve, so 

the hypothesis created that there is positive relation between the two FDI and foreign reserve H2 hypothesis is rejected. 
 

The inflation and liquidity are highly correlated, various study find this relationship. Liquidity create power of purchasing 
power so the ultimate affect will rise the inflation. So many times, government to control the inflation in market govt.  take initiatives 
to increase or decrease the liquidity in market by selling or purchasing the govt bonds. In present study try to find out is there any 
positive relation between the flow of FDI in India and on inflation. 

 
The following statistic data give the relation between FDI and inflation 

      

  Coefficients Standard Error t Stat P-value 
Lower 
95% 

Intercept 71319.14 8671.318874 8.224717 3.58E-05 51323.04 
X 
Variable 1 -3498.53 1105.149334 -3.16566 0.013281 -6047.01 

 
The P-value show that there is not any positive relation between FDI and inflation because of high value of P which is more 

than 0.05, so the H3 hypothesis rejected. 
 
The next study is to find the positive relation between the flow of FDI and currency exchange rate by considering the data 

analysis. The inflow of FDI in host country increase the value of local currency. But sometimes weaken in currency improve the 
export of the country because of to lower the price of product and services attract in the world competitive market. The relation is to 
find whether any directly relation with FDI inflow and currency exchange rate. Data is calculated in the basis of MS Excel regression 
analysis. 

      

  Coefficients 
Standard 
Error t Stat P-value 

Lower 
95% 

Intercept 28721.25 33176.9 0.8657 0.411862 -47784.8 
X 
Variable 1 276.7516 535.7019 0.516615 0.619399 -958.579 

 
The information provide by data shows that there is not any direct relationship between the two variables where FDI is 

independent to currency exchange. The p- value is quite high from 0.05, so the hypothesis assumes H4 is rejected. 
 

FDI moto is to invest in host country by adopting latest technology, knowhow, patents by harnessing the low labour cost 
through training and development program and make investment in such way to get benefited. This will improve the employability, 
skill and create job in the country, so it will inversely impact on the unemployment rate of the country. So, assumption made that there 
is positive relation between job and FDI investment. 

      

  Coefficients Standard Error t Stat P-value 
Lower 
95% 

Intercept 217764.7 204835.0448 1.063122 0.318761 -254586 
X Variable 1 -31059.3 36965.00759 -0.84024 0.425174 -116301 

 
From the above statical data it shows that there is not any positive relationship between the FDI inflow and rate of unemployment, and 
it shows that through FDI inflow there is positive growth in job creation and people get job, so the Hypothesis H5 is rejected. 



 

 

 
 

 

ISSN:2277-7881; IMPACT FACTOR :6.514(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:3(2), March:2021 

Online Copy Available: www.ijmer.in 

 

 
21 

 

in relation with FDI and Human development index, it assumes that there should be a positive relation between the two variables, as 
the growth and development take place due to investment by FDI than it automatically improves the human development index as 
their purchasing power and disposable income both increases. HDI calculated by considering the 189 countries and rank the India 
according to its position, its ranking is in inversely relationship. In this study correlation between the variable is 0.39 and P-value is 
also 0.66 which do not support the positive relation between HDI and FDI so the hypothesis H6 is rejected as per this ground. 
 
Discussion  

Different economic variable is correlated with each other. The foreign exchange reserve has a great role for fixation of Indian 
Rupees. The present study gives relation positive or negative macroeconomics variables with association of FDI. GDP is the index of 
Indian economic growth; it gives the economic trend with relation to various economic activity conducted in our country. To establish 
the relationship between flow of FDI and GDP in economic in a positive way that FDI has significant contribution in GDP and the 
hypothesis became negative there is not such relation and trend between the two variables and both have their own flow. The relation 
between FDI flow and stabilizing the Indian currency are also not find favorable, the flow of FDI not affect in the strengthening the 
Indian currency. The INR Rupees is generally affected by export and import, foreign debts. There is not positive relationship appear 
between the foreign exchange reserve and FDI inflow. The inflation is impacted by liquidity in market by supply side or from demand 
side. Government sometimes takes initiatives to control the inflation in market by selling the govt. bond to reduce liquidity. In present 
case, it is hypotactic that the flow of FDI in Indian market create a liquidity flow and ultimately it gives a hike to inflation but when a 
positive hypothesis assumed that a there is direct relationship of FDI with inflation, then the result of the test gives a negative signal 
and find that there is not any relationship of FDI and inflation and both are independent to each other. The HDI is related to standard 
of living of the people in country. This is the ranking among the countries in the world and according to the standard the rank is given 
in increasing order. It is assumed that the flow of FDI in India give a new boost to economy and growth and development give a new 
paradigm in worldwide in tern of human development index. To analyze the relationship between FDI inflow and human development 
index growth show a positive trend or not. In this study it assumes that development through FDI also impact positively to HDI, and 
ultimately it is found that there is no relation in HDI contribution by GDP in this segment. The relation between FDI and 
unemployment show a negative relation. There is not any positive relation between FDI and unemployment, so it shows that on flow 
of FDI there is increase in employment level. 

 
Conclusion  

The study tries to find out the relationship of FDI with different macroeconomics variables. FDI is the key to ignite the fire of 
Indian economy in industrial growth with related to inclusive growth in economy from financial background to human development 
index. At somewhere FDI touch the economic variable’s but somewhere totally unsound impact shown.   
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