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Abstract 

Being one of the fastest developing countries in international market, India has perceived a change in the higher education in 
previous few decades. The change is noticeable. FDI is a catchword in market. The conversion of education sector from a traditional 
one to a modern and advanced one is the main focus of discussion here. This paper also discusses the conceptions of FDI in 
Education, the facts and issues relating to the higher education. 
 
Keywords: FDI in Education, Sector, Emphasise. 
 
Introduction 

The 'India Vision 2020' by A.P.J Abdul Kalam foresees India's transformation into a knowledge superpower. The higher 
education sector, he believes, will be critical in realising this objective. 
 

Enough educational and information resources must be provided to a large population from various sources continually so 
that the gap amongst demand and supply may be narrowed and some quality standardisation can occur across all institutions. 
 

Higher education has different connotations in different parts of the world. A higher educational qualification at the degree 
level takes three to four years to obtain in India. It would qualify someone for work in a professional field while also being taught in 
an environment that included advanced research. Nowadays, higher education primarily refers to university education. It offers a wide 
range of degrees, ranging from Higher National Diplomas and Foundation Degrees to Honours Degrees and, as a next step, 
Postgraduate programmes such as Masters Degrees and Doctorates. Employers value these degrees because they indicate professional 
expertise supported by a wide range of skills. "Further education" typically refers to postgraduate study that leads to a degree. 
 

Every country seeks a larger number of capitals to invest to accelerate economic growth. If the country's investment needs 
cannot be met, the government seeks funds from abroad. Foreign Direct Investment (FDI) has long been a source of concern in India; 
however, the government allows 100 percent FDI in the education sector, which has both benefits and drawbacks. 
 

Many academics have attempted to emphasise the beneficial and harmful consequences of FDI in higher education in several 
studies. It would not be inaccurate to say that India is in desperate need of finances to expand its educational sector, as it cannot meet 
its financial obligations. 
 
Definition of Foreign Direct Investment (FDI) 

Foreign direct investment (FDI) is a company's purchase by a foreign investor who controls the company. The Organization 
for Economic Cooperation and Development (OECD) defines control as owning 10% or more of a company. In simple words Foreign 
direct investment often referred to as FDI is investment made by one company located in one country and the other company located 
in a different country. The investing company invests in other company and gets significant right to control and manage the company. 
It also gets right to vote in the invested company. Multinational corporations (MNCs) and multinational businesses are used to 
describe companies that make direct investments in other countries (MNEs). A MNE can make a direct investment by establishing a 
new foreign company, referred to as a green field investment, or by purchasing an existing foreign company, referred to as a brown 
field investment. 

 
Types of FDI 

1. Horizontal FDI arises when a firm duplicates its home country-based activities at the same value chain stage in a host country 
through FDI.  

2. Platform FDI Foreign directs investment from a source country into a destination country to export to a third country.  
3. Vertical FDI takes place when a firm through FDI moves upstream or downstream in different value chains i.e., when firms 

perform value-adding activities stage by stage in a vertical fashion in a host country.  
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Methods of FDI 
The foreign direct investor may acquire voting power of an enterprise in an economy through any of the following methods:  

1. By incorporating a wholly owned subsidiary or company anywhere  
2. By acquiring shares in an associated enterprise  
3. Through a merger or an acquisition of an unrelated enterprise  
4. Participating in an equity joint venture with another investor or enterprise.  

 
FDI in Indian Education Sector  

Under the automatic route, the Government of India ("GOI") has permitted 100 percent Foreign Direct Investment ("FDI") in 
the education sector. Recently, the Government of India permitted 100 percent FDI in construction development projects, including 
educational institutions. These investments are also carried out automatically. 

 
Despite allowing 100 percent FDI in the education sector, there has been little investment, and the response from foreign 

investors has been lukewarm. The main reason for the lack of investment is that it must be done through a non-profit entity. The 
Indian entity would inevitably be required to be registered as a Society or a Trust (in the case of schools, colleges, and private/deemed 
universities) or as a Section 8 Company (mostly in the case of schools) under the Companies Act, 2013. This non-profit requirement 
has become a significant impediment to attracting investments. 

 
Furthermore, under the automatic route, a Trust or a Society are ineligible to receive foreign investments. Even if investments 

are permitted, non-profit entities will be unable to distribute any returns on their investments. Because a Section 8 Company is 
charitable, its profits or other income must be used to further its objectives. 
 
Advantages of Foreign Direct Investment  

The advantages and disadvantages of foreign direct investment are frequently a matter of perspective. An FDI may provide 
significant benefits to the MNE but not to the foreign country in which the investment is made.  

 Access to markets: Foreign direct investment (FDI) can be an effective way for you to enter a foreign market. Some countries 
may severely restrict foreign firms' access to their domestic markets. Buying or starting a business in the market is one way to 
gain access. 

 Access to resources: You can also acquire necessary natural resources through FDI, such as precious metals and fossil fuels. 
Oil companies, for example, frequently make massive FDIs to develop oil fields. 

 Reduces cost of production: If the labour market in the target foreign market is cheaper and the regulations are less stringent, 
FDI can help you reduce your production costs. For example, it is common knowledge that the shoe and clothing industries 
have drastically reduced production costs by shifting operations to developing countries. 

 Source Of External Capital and Increased Revenue: Foreign countries can also benefit from FDI. To begin with, FDI 
provides a source of external capital as well as increased revenue. It can be a huge source of external capital for a developing 
country, resulting in economic development. 

 
Objectives of our study  

 - Determine the present state of India's higher education system. 
 - To investigate the role of foreign direct investment (FDI) in the higher education system. 
 - Examines the issue of attracting sufficient yet high-quality foreign investment in higher education. 

 
Arguments for the proposal  

 The higher education industry is experiencing a funding shortage. And there aren't many options for increasing domestic 
investment in this sector. 

 Since many students go abroad for their higher education, it is sensible to allow foreign universities to set up their campuses 
here in India. This would help in arresting the outflow of monetary and human capital.  

 Furthermore, foreign higher educational colleges would compete with local institutes, making them more worldwide 
competitive. 

 FDI in education would result in the establishment of new institutes and infrastructure and the creation of jobs. 
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Arguments against the proposal  
 FDI in any field does not have the goal of achieving the welfare state's social purpose. Profit and the market are the driving 

forces behind it. Education would become commoditized as a result of this. 
 According to previous observations, most foreign institutes invest in market-driven technical courses rather than high-quality 

education and research, which is critical for creating and developing human resources. 
 Only second and third-tier colleges have expressed an interest in establishing campuses in the country. 

 
Literature review on the relationship between FDI and human capital accumulation through higher education. 

Literature is scarce on the relationship between FDIs and human capital accumulation through education. We must rely on 
inferences drawn from a large body of literature on the role of FDIs and higher education in economic growth.  
 

According to Beugelsdijk et al. (2008), the impact of FDI on human capital accumulation and education should vary 
depending on the type of FDI. Vertical FDIs, also known as efficiency-seeking FDIs, seek cost advantages by employing low-skilled 
labour in sweatshops, which may not contribute significantly to an economy's human capital. On the contrary, it may result in a focus 
on low-value-added products, with little incentive for the local population to pursue higher education. Horizontal FDIs, also known as 
market-seeking FDIs, seek to increase their market share in host countries by directly competing with local firms and with one 
another. This is commonly associated with technology transfer, contributing to the host country's technological advancement and 
accumulation of human capital. As a result, MNEs, typically associated with FDIs, appear to be in charge of many R&D activities that 
necessitate human capital (UNCTAD 2004). Furthermore, recent data show that a large portion of developing countries' greenfield 
investments have involved R&D activities, indicating a higher skilled labour demand and, as a result, increased participation in higher 
education.  
 

The findings of major empirical studies on the subject appear to support the notion that FDIs positively impact human capital 
accumulation. Nonetheless, the results are dependent on the proxy used for the latter, the period studied, and the sample of countries 
studied. Egger et al. (2005) uses cross-sectional data from 87 countries from 1960 to 2000 to examine the relationship between capital 
market integration (as measured by net FDI inflows), higher education, and growth. They show that net FDI inflows boost individual 
incentives to pursue higher education by increasing the relative marginal productivity of skilled versus unskilled labour, resulting in 
higher economic growth.  
 

Gittens (2006) shows how the impact of FDI differs depending on the country sample. FDI has a positive impact on human 
capital accumulation as measured by primary and secondary school enrolment in a global sample of developing countries, but has no 
impact on tertiary education. FDI appears to be positively and significantly associated with primary and tertiary school enrolment in 
Asia, but not with secondary school enrolment. Foreign direct investment appears to impact primary and secondary school enrolment 
in Africa. Furthermore, FDI inflows to Africa have a statistically significant negative impact on tertiary enrolment. Finally, they 
appear to impact primary and secondary enrolment in Latin America positively but do not affect tertiary enrolment.  
 

Using data from 29 Chinese provinces from 1978 to 1999, Zhuang (2008) contends that FDI contributes to accumulating 
skilled labour and participation in middle school education. The increase in the share of the population with college education and 
professional and technical education is greater in provinces with economic and technological development zones than in other 
provinces. Furthermore, despite hurting high school education attainment, FDI impacted human capital development in the 1990s. 
There is also evidence of multinational corporations (Intel and Toyota) investing in formal education through scholarship programmes 
or collaboration on joint research projects with universities in developing countries with established manufacturing facilities 
(Miyamoto 2003). Human capital has been identified as a determinant of FDIs in the empirical literature (Noorbakhsh et al. (2001), 
Nunnenkamp (2002), Miyamoto (2003)), and economic theory recognises FDI and human capital as two important conduits for 
economic growth, both of which have a positive influence. Some studies (Miyamoto (2003), Checchi et al. (2007)) speculate on the 
existence of a virtuous circle involving the two. Nunnenkamp (2002) conducts a panel data analysis for 38 developing countries from 
1975 to 2000 and discovers a strong and positive relationship between FDIs and educational attainment. His research concludes that 
the availability of local skills has become a significant FDI pull factor in globalisation since the 1990s. Blomström et al. (1994) 
investigate the impact of local competition and skilled labor availability on foreign MNE affiliates' technology imports in Mexican 
manufacturing industries and find no evidence that education is important. Instead, they demonstrate the significance of high per 
capita income in positively influencing FDI inflows. Similarly, Ram and Zhang (2002) conclude that, while the interaction between 
human capital and FDI was significant in the 1980s, it was no longer so in the 1990s. Several studies on the FDI-human capital-
economic growth triangle have been conducted. Borensztein et al. (1998) discover in their study of 69 developing countries from 1970 
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to 1989 that the benefits of FDI are conditional on the country's ability to absorb the embodied technologies, and thus a certain level of 
human capital. They estimate that a foreign technology infusion will require 0.45 years of secondary school education. In his analysis 
of natural resource abundance on human capital accumulation in various developing and developed countries, Stijns (2005, 2006) 
suggests that FDI can long-term affect a country's per capita income by increasing its human capital stock. Butkiewicz and Yanikkaya 
(2008) examine the relationship between capital account openness, international trade, and economic growth for over 100 countries 
from 1967 to 1997 and find that human capital is beneficial to the economy regardless of the country's level of development. "Long-
term capital flows increase growth through technology diffusion, human and physical capital accumulation, improved financial 
development, and enhancement of host countries' external sectors," they write. Their findings call into question the notion that 
countries must reach a certain level of development or human capital to benefit from capital inflows. In their theoretical model, Galor 
and Tssidon (1997) propose a positive relationship between human capital investment and technological advancements. They show 
that "the interaction of a local home environment externality and a global technological externality governs the evolution of human 
capital distribution, income distribution, wage differential between skilled and unskilled labour, and economic growth." Because 
foreign investments are associated with superior technological content, increased FDI inflows eventually increase human capital. 
According to the preceding discussion, the importance of human capital in an economy is dual: on the one hand, as a major driver of 
FDI, and on the other, as an important determinant of the impact of FDIs on growth. The higher the human capital endowment, the 
greater the FDI inflows and the greater the impact of FDIs on growth. This implies that increased FDI inflows provide a strong 
incentive to pursue higher education in order to accumulate human capital. Nonetheless, there is no agreement in the literature on the 
direction and extent to which FDI is associated with human capital. One major reason for such disparate and contradictory results is 
difficulty defining and computing human capital. Returns to education are frequently represented by average years of schooling or 
initial school enrollment. The perpetual inventory method (PIM), interpolation, extrapolation, and some subjective estimations are 
used to calculate these measures (De La Fuente and Domenech 2006). According to Portela et al. (2004), the PIM understates 
observed results by about one-fifth of a school year. Other serious shortcomings include missing data, differences in data classification 
at various levels across countries, and difficulties in data collection. Furthermore, these formal education measures exclude on-the-job 
training, experience, and learning by doing (Baldacci et al., 2008). Data scarcity (particularly in low-income developing countries), 
different econometric techniques, different periods, and variable selection have all resulted in divergent and variant regression results. 
This study addresses these issues by focusing on indicator selection, data quality, and econometric issues. 
 
An important Review of Literature by Ritika Chawla: 

For a multitude of reasons, higher Education in India has fallen behind. According to figures from 2003-04, only about 7-8 
percent of the country's population is enrolled in higher education institutions. Furthermore, public spending on higher education 
accounts for only 0.37 percent of overall GDP. In just 12 years, statistics reveal that student spending has decreased by 28%!  

 
Both quantitative and qualitative restrictions have hampered higher education. Given our population, the number of higher 

education institutes is woefully inadequate. As a result, many Indian students are looking for higher education opportunities abroad. In 
reality, India is currently one of the world's major importers of education. India had the most students in the United States in 2004-05, 
with 80,466 students, more than any other country. This results in a drain of human capital and a massive outflow of money capital. 
In light of this, the education ministry proposed in 2007 that 100 percent foreign direct investment (FDI) in higher education be 
allowed in the country. As a result, foreign colleges would be able to establish campuses in India. Academicians have been debating 
this topic since then. 
 

India, one of the fastest developing countries globally, has shown growth in all sectors. Education is one of the developing 
sectors. Traditional era witnessed only government schools and colleges. But with the entrance of private sector in the field of 
education has given major and drastic changes. Inclusion of various boards has given the education sector different faces. Higher 
Education is one such sector which witnessed transformation over decade.  
 
Review of literature on higher education and FDI 

The research paper conducted is based on the secondary data obtained from various research papers and articles. Abstract of 
them are given below:  
1. FDI AND HIGHER EDUCATION IN INDIA 

The author of the research report has attempted to emphasise the positive and negative consequences of FDI in India's education 
sector.  
2.  STUDY ON FOREIGN DIRECT INVESTMENT IN EDUCATION 

The study discusses the FDI, its growth in Indian education system. It also evaluates the advantages and disadvantages of FDI in 
Indian education system specifically. 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2022/11.08.68 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2022); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:11, ISSUE:8(4), August: 2022 

Online Copy of Article Publication Available (2022 Issues): www.ijmer.in 
Digital Certificate of Publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd August 2022   

 Publication Date:10th September 2022 
Publisher: Sucharitha Publication, India 

 

 
53 

 

3. GLOBALIZATION OF HIGHER EDUCATION THROUGH FDI: A STEP TO BE TAKEN OR NOT IN INDIA??  
This research paper looks at the globalisation of education in general, the current state of the Indian education sector, government 

restrictions for foreign institution construction, and the benefits and drawbacks of allowing foreign universities to operate in the 
country. 
4. FDI in Education Sector: Issues, Prospects and Future Implications 

This research paper aims to examine the current state of FDI in the education sector and the good and bad effects it has on society 
and the economy as a whole. 
 
Research methodology 

The research conducted is secondary. Secondary data was used for the research purposes. Exploratory and analytical research 
was conducted to explore and analyze the issues relating to FDI in education sector.  
 
Objective of research 

1. To study education sector in India  
2. To understand FDI in education sector, their pros and cons of FDI in education sector.  
3. To find solution to arguments against FDI in Education.  

 Discussion to study  
 Education sector in India  
 Shift in education sector in India:  

 
1. The Vedic Tradition:  

Vedas were main repository of knowledge and were passed from generation to generation.  
Teaching mainly took place in Gurukul system.  
Scriptures and other things were written on palm leaves.  

 
2. Moughal and British influence 
Moughal period bought Islamic influence in education system whereas with the rise in British Raj english language got widely 
accepted. During the British Raj the Christian missionary schools became part of the education system.  
 
3. post-Independence 

Government schools that reached into cities and rural areas and missionary schools had been the backbone of primary and 
secondary education. Still, the proliferation of private schools, particularly in urban areas, has drastically changed the picture in recent 
decades. Following independence, the Indian government established prestigious tertiary institutions such as the IITs for engineering 
education, the IIMs for management education, and similar medical and legal education institutions. 
  
4. Women's Education  

Women's education has come a long way, from the centuries-old tradition of low levels of education for women due to their 
family-bound roles to the current status in urban areas where women study and excel in fields such as engineering, medicine, and law. 
In contrast to the situation in developed Western countries, there is currently no need to motivate women to study math, science, 
engineering, and medicine. 
 
5. Moving towards e- learning:  

Information and communication technologies (ICT) are making a large impact in the move towards e-learning in recent 
years. 
 
The present research shows that,  

India is a significant player in the global education industry. There are over 1.4 million schools in the country, with over 227 
million students enrolled, and over 36,000 higher education institutes. India has one of the world's largest higher education systems. 

 
The education sector in India is set to grow significantly in the coming years, as the country will have the world's largest 

tertiary-age population and the second largest graduate talent pipeline by the end of 2020. The education market is currently worth 
US$ 100 billion. Currently, higher education accounts for 59.7 percent of the market, school education accounts for 38.1 percent, the 
pre-school segment accounts for 1.6%, and technology and multi-media accounts for the remaining 0.6 percent. 
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India's higher education system is rapidly expanding. India currently has the world's largest higher education system, 
enrolling over 70 million students, and in less than two decades, India has managed to create additional capacity for over 40 million 
students. As these companies transition to social media, Mobility, Analytics, and Cloud (SMAC) technologies, India's IT firms are 
collaborating with academic institutions and establishing in-house institutes to groom the right talent. 

 
However, there is still a lot of potential for further development in the education system.  

 
Present Scenario of Education Sector in India  

There are 621 universities and institutes in all. As per "ALL INDIA SURVEY ON HIGHER EDUCATION" CONDUCTED 
BY MHRD. 
 
Currently, the government spends around 3.8% of its GDP on Education.  

 According to the 2011 census, the total knowledge rate in India is 74.04%.  
 The number of people pursuing higher Education in India is rapidly increasing. According to a report published by the Ministry 

of Human Resource Development based on data from the "ALL INDIA SURVEY OF HIGHER EDUCATION," higher 
education enrolment increased from 17.3 million (a 15% increase) in 2009-10 to 27.5 million in 2011. 

 The total number of students enrolled in higher education is 27.5 million, with 15.5 million boys and 12.0 million girls. Girls 
make up 44% of all students enrolled. The Gross Enrolment Ratio (GER) in Higher Education in India is 19.4, calculated for 
the 1823 age group. The male population has a GER of 20.8, and the female population has a GER of 17.9. These figures show 
that many young people are staying in school rather than dropping out. The higher education sector has up-and-coming 
prospects due to its enormous potential. There are numerous opportunities for foreign players interested in investing in the 
education sector and establishing universities and institutions in India. 

 The Indian education sector is expanding, resulting in new niche sectors such as vocational training, child skill enhancement, 
and e-learning. 

 According to a Deloitte Touché Tohmatsu India report, the government has set an aggressive target of increasing GER in 
higher education from 15% to 30% by 2020 
 

It has also been discovered that only second and third-tier universities are interested in establishing campuses in the country. 
 
Higher Education in India-Current status 

Higher Education in India has evolved in distinct and divergent streams, overseen by an apex body that the Ministry of 
Human Resource Development indirectly controls. State governments mostly fund the 433 universities/institutions. However, there 
are 44 important universities known as Central universities that are maintained by the Union Government and have an advantage over 
the others due to relatively large funding. 
 

The All-India Council for Technical Education (AICTE) monitors and accredits engineering and business schools, while the 
Medical Council of India monitors and accredits medical Education (MCI). Similarly, the Indian Council for Agriculture Research 
keeps an eye on agricultural education and research. Aside from these, the National Council for Teacher Education (NCTE) oversees 
all of the country's teacher training institutions. The country has some excellent engineering, management, and medical education 
institutions that are directly funded by the Union Government's Ministry of Human Resource Development. Admission to all 
professional education colleges is done through all-India common admission tests, the most popular IIT-JEE, AIEEE, CAT, and 
CPMT. The majority of institutions reserve a small number of seats for foreign students. Higher Education is assuming a growing 
significance for developing countries, especially countries like India experiencing service-led growth. Higher Education is all about 
generating knowledge, encouraging critical thinking and imparting skills relevant to this society and driven by its needs. In particular, 
education general and higher education is a highly nation-specific activity, determined by national culture and priorities. The 
expansion of higher education institutions in India has been spectacularly rapid. Since 1990-91, the number of universities has 
doubled, as has enrollment. However, this has come at the expense of quality, increased rigidity in course design, poor knowledge 
absorption, and a growing lack of access to laboratory facilities, journals, and field work opportunities. The average Indian graduate 
performs poorly compared to their counterpart in most countries, including many developing ones. The so-called elite institutions are 
highly selective and well-funded, but they pose a problem of relevance and talent drain. All of this necessitates reform, administrative 
changes, increased funding, greater flexibility, quality improvement, etc. However, the entry of foreign universities will not even 
begin to address this daunting task.  
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FDI in Higher Education Sector 
Traditionally, education has been regarded as non-tradable, and the government has funded it through domestic resource 

mobilisation and channelization. In higher education, the decade from 1990 to 2000 was marked by a lack of funds for secondary, 
higher, and technical institutions. This resource shortage harmed both the public and promoted private sectors in all levels of 
education. It could be argued that FDI could be used as a resource of investment in some specific areas to raise funds in the education 
sector. Academics in education argue that foreign investment in the education sector may lead to cultural imperialism. As a result, 
education should be a national priority that is entirely funded by domestic resources. However, this table depicts FDI inflows into 
India over the last 12 months.  

 
Since the government approved FDI in April 2000, India's education sector has grown significantly, creating a massive 

investment opportunity. FDI, on the other hand, remained zero for the first three years, increased until 2008-09, and then fell again. 
Over the last 11 years, total FDI in Education has stood at Rs 2,051 crore, with a yearly average of Rs 186 crore representing one-
tenth of what the Centre and state governments spend in this sector each year. The government has proposed 100 percent foreign 
direct investment in higher education and has hinted at making reservations mandatory in institutions to be established in the country 
by foreign universities. The Foreign Education Providers (Regulation) Bill, if approved by the Cabinet and passed into law, will grant 
such institutions deemed university status. Recently, Shri Arjun Singh, Minister of Human Resources Development, stated, "I don't 
believe there are any ideological issues with FDI. However, some level of control must be maintained. education is a delicate subject 
“. Various issues must be addressed before any policy on FDI in higher education is finalised. There is currently no legislation to 
govern the entry and operation of foreign education providers in the country. That is why FDI inflows are not occurring to establish 
institutions or provide courses," he explained. "The proposed legislation establishes a proper mechanism for investment in this sector." 
Sudarshan was less sure, citing how the bill maintains the non-profit mantra. According to this newspaper, the bill requires foreign 
universities to deposit between Rs 25 crore and Rs 100 crore as security, and it encourages them to open campuses in underserved 
areas. Under current rules, 100% FDI is permitted in education via the "automatic route." This means that a foreign firm can invest 
directly in an Indian firm without seeking prior approval from the government or the RBI. However, the Indian company must report 
to the RBI's regional office within 30 days of receiving the FDI. Over the last 11 years, over 75% of FDI has come from Mauritius, a 
tax haven, with the majority going to Manipal Universal Learning from the Mauritius-based MEMG International Ltd. And Edu comp 
Solutions Ltd has also received Rs 93 crore in FDI, the majority of which has come from Mauritius-based companies. 
 
Quality Issue on FDI 

The argument in favour of FDI in Education is that foreign institutions can bring high-quality, market-oriented programmes. 
Furthermore, updated curricula, teaching-learning processes, and process evaluation may be internalised within Indian educational 
institutions. It may also benefit from improved managerial and organisational skills to run the institutions. It is also argued that FDI 
could boost overall competitiveness in the education system. Critics argue that while quality can be maintained in specific sectors 
where FDI occurs, the spillover effect of quality may not occur in the mass education sector. It may result in dualism in education. As 
a result, critics argue that there should be no liberal FDI policy in education. 
 
Features of the foreign educational institutions bill 

• No foreign university can award a degree to an Indian student unless the Indian government has approved it as a Foreign 
Educational Provider. 
• It must have been established in its own country for at least twenty years. 
• A fund of at least 500 million rupees must be maintained. 
• The quality of education, curriculum, delivery style, and faculty will all conform to UGC norms. 
• A maximum of 70% of the fund's profits can be used to support the development of Indian universities. The remainder should 
be deposited into the fund. No part of it could be utilised for anything other than the growth and development of the institution 
it founded in India. 
•At least sixty days before the start of admission, the institution must publish a prospectus detailing the fee structure, refund 
norms and amounts, number of seats, condition of eligibility with minimum and maximum ages, faculty details, admission 
process, minimum pay payable to each category of teachers and staff, infrastructure and other facilities, syllabus, rules and 
regulations, and so on. 
• In the event of a breach of any guidelines, a penalty of at least 10 million rupees and up to 50 million rupees should be 
refunded to the student, together with tuition costs. 
• Any foreign institution that is not recognised by the Indian government as a Foreign Education Provider and is granting 
certificates to Indian students must submit a report to the commission detailing the course. 
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Conclusion 
Pros and cons of FDI in education sector in India: 
 

PROS 
  

CONS  

Stops Brain-Drain  Miss the international exposure  
Match with the global market  Commercialisation of education  
No effect on Indian culture and Ethos  High competition in the education sector  
More convenient for students  Can pose threat to quality of education  
Raise the standard of education system  Regulation of education sector will become a tough task 

for government.  
Reduce racism  Lack of economic benefits to the country as no loans will 

be taken for abroad studies.  
Increase employment opportunities  Masses may be misguided  

 
Finally, it is not incorrect to declare that India urgently requires cash to expand the education sector, as the country's financial 

capacity is insufficient to meet the demand. To address this dilemma, the Indian government has permitted 100 percent FDI. Still, it 
comes with several serious drawbacks that necessitate stringent action on the part of the Indian government. If a regulating agency is 
not established, India may suffer negative consequences in terms of culture and the autonomy of foreign education providers. 

 
As a result, there is a pressing need to rectify the flaws in our higher education system. However, a one-sided response will 

not address the issue. The midway road is the best option. Foreign universities should be allowed to invest in the education sector, but 
only under tight conditions. It could shortlist the universities it wants to invest in and then invite them to open a campus in India. 
Universities with low academic standing should not be permitted to enter the country. Furthermore, the government should offer 
incentives to international universities to establish research and educational institutes, which are desperately required in the country. 

 
As a result, when developing higher education, the government must be severe and circumspect. Finally, it is not incorrect to 

declare that India urgently requires cash to expand the education sector, as the country's financial capacity is insufficient to meet the 
demand. The government has permitted 100 percent foreign direct investment (FDI) to address this problem. However, despite its 
benefits, FDI has several serious drawbacks that necessitate stringent action on the part of the Indian government. If a regulating 
agency is not established, India may suffer negative consequences in terms of culture and the autonomy of foreign education 
providers. 

 
Following the research findings, it is indicated that allowing FDI into the education sector is a good idea, but some 

regulations should accompany it. Successful top-tier foreign institutes should be offered the opportunity to establish a university in 
India. Other international institutions interested in expanding in India can do so as a subsidiary of Indian institutes or as a self-
managed department within existing institutes. These specific institutes/departments should develop the skills needed to compete on a 
global scale. Foreign entrants should be allowed to design their working patterns and models. This will ensure that the educational 
sector succeeds. 
 
 
  


