
*Zulfiqar Sheth, PhD Research Scholar, Department of Economics, Aligarh Muslim University, India 

shethzulfi@yahoo.com 

Make in India Initiative and Foreign Investment 

 

 

 

 

 

 

Compiled by 

 Zulfiqar Sheth 

PhD Research Scholar,  

Department of Economics, Aligarh Muslim University  

 

  



*Zulfiqar Sheth, PhD Research Scholar, Department of Economics, Aligarh Muslim University, India 

shethzulfi@yahoo.com 

Make in India Initiative and Foreign Investment 

Compiled by Zulfiqar Sheth* 

1) Make in India is an initiative of the Government of India to encourage multinational, as 

well as domestic, companies to manufacture their products in India. It was launched by 

Prime Minister Narendra Modi on 25 September 2014.  

 

2) Coverage: The major objective behind the initiative is to focus on job creation and skill 

enhancement in twenty-five sectors of the economy. These sectors include: automobiles, 

chemicals, IT, pharmaceuticals, textiles, ports, aviation, leather, tourism and hospitality, 

wellness, railways, design manufacturing, renewable energy, mining, bio-technology, and 

electronics.  

 

 

3) Objectives: A) To attract foreign capital and technological investment in India B) To 

focus on job creation and skill enhancement C) To increase GDP growth and tax revenue. 

D) The initiative also aims at high quality standards and minimizing the impact on the 

environment. E) Facilitating the ease of doing business. F) Creating and adopting 

processes that allow for businesses to flourish E) Open up the economy, bring investment 

and promote local production. The Doing Business report of the World Bank and IFC for 

2015 places India at just 142nd of 189 countries surveyed in ease of doing business. India 

used to be 116th of 155 countries a decade earlier. 

 

4) Policy measures taken to boost foreign Investment: A) Foreign equity caps in various 

sectors have been relaxed. B) The application for licenses was made available online and 

the validity of licenses was increased to three years. Various other norms and procedures 

were also relaxed. C) In August 2014, the Cabinet allowed 49% foreign direct investment 

(FDI) in the defense sector and 100% in railways infrastructure. The defense sector 

previously allowed 26% FDI and FDI was not allowed in railways. D) Out of 25 sectors, 

except Space (74%), Defense (49%) and News Media (26%), 100% FDI is allowed in 

rest of sectors. E) foreign company treated as a domestic company F) 100% FDI allowed 

in the telecom sector G)  100% FDI in single-brand retail H) FDI in commodity 

exchanges, stock exchanges & depositories, power   exchanges, petroleum refining by 

PSU's, courier services under the   government route has now been brought under the 

automatic    route. I) Removal of restriction in tea plantation sector. 

 

5) Foreign Direct Investment (FDI) in India:  FDI is the major monetary source for 

economic development in India. Foreign companies invest in India to take benefits of 

cheaper wages and changing business environment of India. Economic liberalization 
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started in India in wake of the 1991 economic crisis and since then FDI has steadily 

increased in India. According to the Financial Times, in 2015 India overtook China and 

the US as the top destination for the Foreign Direct Investment. In first half of the 2015, 

India attracted investment of $31 billion compared to $28 billion and $27 billion of China 

and the US respectively. 

 

6) Challenges : A) Lack of infrastructure: a bid to build infrastructure via the thoroughly 

discredited PPP model is unlikely to solve the very real problem India faces in terms of 

infrastructure B) In order to attract global capital the Indian state needs to undertake 

certain measures that ensure the cheap manufacturing costs: giving capital access to 

cheap labor and natural resources – as has already manifested itself in recent changes in 

the labor laws, in the land acquisition act, and in the flexibility of environmental 

clearances. Social resistance to such measures is inevitable. C) Other developing 

economies are also competing to be low-cost manufacturing locations, and the state will 

have to work doubly hard to ensure a favorable investment climate and having to 

suppress resistance and social struggles as and when they arise. 

 

7) Opinions for and against make in India  

 

For Against 

Wall street journal (WSJ) in Aug 2015 

revealed that FDI is surging under the 

Make in India. Foreign direct investment 

between October and May was up 40% to 

$23.7 billion from the same period a year 

earlier. Net investments by foreign 

institutional investors, or the money 

coming through financial markets, totaled 

$40.92 billion in the fiscal year ended 

March 31, roughly seven times as much as 

in the prior year. WSJ also opined that 

Industrial production is warming. 

Multinational companies like General 

Motors Co. , Microsoft , Apple announcing 

more and more investment in India. 

Reserve Bank of India (RBI) governor 

Raghuram Rajan, in Dec 2014 said India 

rather needs to make for India, adding that 

either an incentive-driven, export-led 

growth or import-substitution strategy may 

not work for the country in the current 

global economic scenario. “Instead, I am 

counseling against an export-led strategy 

that involves subsidizing exporters with 

cheap inputs as well as an undervalued 

exchange rate simply because it is unlikely 

to be as effective at this juncture. I am also 

cautioning against picking a particular 

sector such as manufacturing for 

encouragement simply because it has 

worked well for China,” he said. “India is 

different, and developing at a different time, 

and we should be agnostic about what will 

work.” 

Amitabh Kant, Secretary- Industrial Policy 

& Promotion,GOI. Key driver of Make in 

India said this in an interview in December 

2014. “To me Make In India is a campaign 

Aman Sethi, a journalist writes in Aljazeera 

America in March 2015, Prime Minister 

Narendra Modi, who took office in the 

summer of 2014, has staked his reputation 
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that very strategically spells out to 

investors that you need to come with 

Foreign Direct Investment (FDI) and there 

are some rules in place to be followed. It 

calls for investment, it calls for transfer of 

technology, it calls for employment, 

investment commitments for long haul and 

it eliminates flight of money at the 

slightest political turbulence. The fact that 

government has laid out the goals, vision 

and the rules indicates the right intent but 

not necessarily all the right ingredients for 

success. A lot more hard work is needed. 

States need to be brought on board. The 

whole project must find a digital backbone 

to keep all of this effort seamless, quick 

and effective.” 

on his ambitious Make in India program to 

revitalize the economy. His government has 

rewritten labor laws, diluted environmental 

standards and pushed for a new law to 

make it easier for industry to override the 

claims of farmers when acquiring their 

lands for industry. These measures, the 

government hopes, will make it easier to 

build and operate factories to provide 

meaningful employment for the 10 million 

young Indians who will come of working 

age each year for the next 15 years. 

 

“Come make in India … Sell anywhere, 

[but] make in India,” Modi declared in his 

Independence Day address last August, 

inviting Indian and foreign companies to 

make a range of products from “electrical to 

electronics … paper to plastics … satellites 

to submarines.” Two months later, the 

Nokia plant in Chennai shut down. 

Kumar Vikram, a journalist from Daily 

mail UK observes “Foreign Direct 

Investment (FDI) into the country has 

witnessed a 48 per cent jump in the seven-

month period (October 2014 to April 

2015) since the campaign‟s launch. The 

official said that renewed relationship with 

other countries, after PM Modi took over, 

has helped the initiative attract a lot of 

interest from foreign investors. India had 

received $19.78 billion in FDI in 2014-15 

from a dozen countries visited by the 

prime minister.” (September 2015) 

“The size of our domestic market represents 

a huge opportunity for domestic and 

international companies to manufacture in 

India,” says Sandeep Ladda, the lead 

technology analyst at the India office of the 

financial services firm 

PricewaterhouseCoopers. Manufacturers 

are unlikely to be moved by the size of the 

market alone, Ladda adds. “If India is to 

attract large investments, it is also vital to 

provide stability and certainty in the areas 

of tax, regulations and policy.” 

Shilpa Kanan, a journalist writes in BBC 

News (October 2015) As part of the 

scheme, the government has said it will 

incentivise foreign companies to 

manufacture in India."In plain terms, if 

you invest $100 [£65] here, we will give 

you $25. Then state incentives are also 

available," Union Minister Ravi Shankar 

Prasad said recently. The founder of the 

industrial zone, Ravindra Sannareddy, says 

the incentives make India a very attractive 

manufacturing base for Chinese 

Leila Gautham, a journalist from kafila 

opines that “Make in India is not a novel or 

radical turn-about for the Indian economy, 

the way it is made out to be – it is merely 

intensification (more blatant, more brazen, 

and more assertive) of the policy stance that 

has dominated discourse since the nineties. 

It represents a significant worsening of the 

economic marginalization of the poor and 

the vulnerable – both if it succeeds, and if it 

doesn‟t.” 
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companies."A lot of companies from 

China, which traditionally used to export 

their products to India, are now taking 

advantage of these incentives to come to 

India, put their manufacturing facilities 

here, and cater to the demand here," he 

says. 

Richard Mahapatra, MD, Down to Earth 

writes “The “Make in India” campaign 

aims to make India the manufacturing hub 

of the world, challenging China‟s 

dominant position in the world of 

manufacturing. Modi has linked this to 

creation of employment to encash the 

demographic dividend. In simple terms, 

companies will come to India to 

manufacture products instead of just 

marketing them here. This will create jobs 

for people, fuelling economic growth. This 

is where the campaign seems to be out of 

sync with the employment realities of 

India.” (November 2015) 

Ram Jethmalani writes in The Sunday 

Guardian “It is clear that the PM's first 

priority is to get India's growth rate to surge 

as high as possible, and he believes that 

"Make in India" is key for this. What 

"Make in India" really implies is simple, 

fundamental and essential. It implies 

accelerated and state of the art 

manufacturing and production. But this in 

turn needs requisite skills and technology, 

and assured supplies of energy, none of 

which we can claim as our core strengths 

today in the globalised world.” 

Manufacturing firm Xi'an LONGi Silicon 

Materials Corporation is the latest 

company to sign up. It has promised to 

invest an initial $250m in building a 

factory in Andhra Pradesh. Long term, it 

has said it plans to invest six times this 

initial sum, eventually creating 5,000 

jobs."India is an exciting market of the 

future and we don't want to miss out," says 

Baoshen Zhong, chairman of LONGi. 

(BBC News 21/10/2015) 

“Make in India is a good initiative but it 

depends a lot on which state we are looking 

at. Certain states in India such as Gujarat, 

Madhya Pradesh and Chhatisgarh have 

made greater strides than others. This needs 

to be taken into account, considering that 

Make in India is a central government 

initiative,” says Anirudh Dhoot, director, 

Videocon. (Times Ascent , 27/01/2015) 

“It will certainly be refreshing to see the 

„made in India‟ label on every product on 

the shelf, for the consumers and 

professionals in the manufacturing 

industry.” Prof. Partha Priya Dutta of IIM 

Calcutta. (Times Ascent , 27/01/2015) 

Make in India has an ambitious vision but 

there are a few obstacles that stand in its 

way and foremost among them are 

inadequate infrastructure and manpower. 

Pankaj Kulkarni, director, JSW Cement. 

(Times Ascent , 27/01/2015) 

“In order to develop India into a global 

manufacturing giant, the NDA 

Government unveiled the national program 

of 'Make in India' last year with an aim to 

facilitate investments, foster innovation 

and build the best in class manufacturing 

infrastructure. The 'Make in India' pitch 

How can the industry and the government 

contribute to actualising the Make in India 

campaign? Debi Prasad Das, senior VP – 

HR, CEAT Limited answers, “The typical 

roadblocks would be difficulty in setting up 

business, unfavourable policies like 

retrospective tax, delay in project set up, 
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assumes significance for its criticality. 

Igniting the manufacturing sector is the 

key to kick-start a virtuous cycle of higher 

economic growth in India. Manufacturing 

sector has for long been the Achilles heel 

of our economy. The contribution of 

manufacturing to India's GDP has largely 

been stagnant at 15.5% over the last 35 

years and its contribution to India's export 

basket remains meager vis-à-vis offshore 

competitors.” (ASSOCHAM Report May 

2015) 

litigations related to land, poor 

infrastructure, a lack of available skills and 

corruption. The industry should invest in 

developing skills and research on 

technology, set-up plants in rural belts, 

work with local government to improve 

infrastructure, adapt villages, schools and 

colleges as part of their CSR to impart 

quality education in rural areas.” (Times 

Ascent , 27/01/2015) 

 

Sanjay Menon, VP & India Marketing 

Services Lead, SapientNitro writes in 

Huffington post India “The ambitious 

"Make in India" program launched by the 

Government of India is largely skewed 

towards the manufacturing sector. While 

that is not entirely wrong, most discussions 

are missing an equally significant 

opportunity that remains untapped in the 

services sector, in the form of "Make for 

India" as well as "Make from India". The 

talent edge and time zone gap with the 

west provides India a unique advantage to 

emerge as the global hub for creative 

services. In other words, domestic as well 

as global buyers of marketing services can 

look at India as the one-stop creative 

shop.” (September 2015) 

Emeritus professor Govinda Rao of 

National Institute of Public Finance and 

Policy, New Dehli writes in East Asia 

Forum (September 2015) “Today, making 

India an important investment destination 

requires a systematic approach involving 

both policies and institutions. The existing 

systems and processes must undergo 

significant changes to remove structural 

rigidities, improve the quality of institutions 

and infrastructure, and create a favourable 

climate for fostering technological progress. 

The distributional coalitions deeply 

entrenched in the Indian political system 

will not easily allow such changes. Union 

policymakers will thus need a clear 

understanding of what needs to be done and 

must cooperate with state-level 

governments to design strategies for this 

long journey.” 

A press release by Ministry of Commerce 

& Industry, GOI on July 14, 2015 states 

that “The growth in FDI has been 

significant after the launch of Make in 

India initiatives in September 2014, with 

48 percent increase in FDI equity inflows 

during October 2014 to April 2015 over 

the corresponding period last year. In 

2014-15, country witnessed unprecedented 

growth of 717 percent, to US $ 40.92 

billion of Investment by Foreign 

Institutional Investors (FIIs). The FDI 

inflow under the approval route saw a 

growth of 87% during 2014-15 with inflow 

Columnist Swaminathan S Aiyer writes in 

his blog “for all the hoopla and cheering at 

various Modi meetings and summits, the 

growth of manufacturing in the July-

September quarter was 0.1%. The growth 

of fixed investment, the foundation of 

future production, was virtually zero. Alas, 

people are not “making in India“, and are 

not investing to make in the future either. 

Probably things will improve a bit in the 

next quarter: early trends suggest that 

manufacturing growth may go up to 2.5%. 

But remember that during the much-derided 

Nehruvian licence-permit raj, 
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of US$ 2.22 billion despite more sectors 

having been liberalized during this period 

and with more than 90 percent of FDI 

being on automatic route. These indicators 

showcases remarkable pace of approval 

being accorded by the government and 

confidence of investors in the resurgent 

India.  

 

The increased inflow of Foreign Direct 

Investment (FDI) in India especially in a 

climate of contracting worldwide 

investments indicates the faith that 

overseas investors have imposed in the 

country's economy and the reforms 

initiated by the Government towards ease 

of doing business. The Make in India 

initiatives of the Government and its 

outreach to all investors have made a 

positive investment climate for India 

which is evidenced in the results for the 

last financial year especially the second 

half. 

The FDI inflow during the financial year 

2014-15 was spread across the sectors 

evidencing the fact of positive eco-system 

of investment opportunities which India is 

now providing- Services Sector (US$ 3.2 

billion), Telecommunication (US$2.8 

billion), Trading (US$ 2.7 billion), 

Automobile Industry (US$ 2.5 billion), 

Computer Software & Hardware (US$ 2.2 

billion), Drugs & Pharmaceuticals (US$1.5 

billion) and Construction (Infra) activities ( 

US$ 0.75 billion). 

The Foreign Policy Magazine in its present 

analysis on a vast number of parameters 

has rated India as the No.1 destination in 

the world. Frost & Sullivan, a US based 

agency has on number of indicators 

selected the Make in India initiative as the 

best initiative to drive manufacturing.” 

manufacturing used to grow at 4-5% per 

year! One industrialist who does not want 

to be quoted asks, “Why will foreigners 

come to invest here when Indians are not 

investing?” During his foreign visits, Modi 

urged global giants to Make in India. They 

replied politely that they will surely 

consider this, but such politeness must not 

be confused with serious intent. A US 

businessman said during Modi‟s US visit, 

“There‟s lots of sizzle, but where‟s the 

steak?” He‟s still waiting. 

Modi must accept an elementary fact: 

„Make in India‟ can only be an outcome, 

not a policy. If he creates conditions in 

which all sorts of investment will thrive, the 

outcome will be a rush to produce in India, 

by both Indians and foreigners. If the 

conditions are not conducive, no amount of 

sloganeering will create a Make in India 

rush. In such conditions, attempts to force 

the share of manufacturing up to 25% will 

fail, exactly as Nehru-Indira policies failed 

in the licence-permit raj. So will additional 

tax breaks or subsidies for Special 

Economic Zones. 

 

Make in India is being confused with Make 

in Coal India, Make in Air India, Make in 

MSMEs, Make in SEZs and so on. Even as 

the BJP castigates Nehru, it is adopting 

what look like neo-Nehruvian ideas. 

Instead, Modi should focus on making 

business as easy and honest as possible, 

avoiding artificial props, curbing inflation 

and fiscal deficits, ensuring a realistic 

exchange rate, and letting the market decide 

which sectors should flourish. Investors 

from everywhere will then rush in to Make 

in India.”(December 2014) 

 


