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Inflation, F.D.I. and India – the imperative of who’s who 
Dr. Rajib Kumar Sanyal 

 

Abstract— Two important functionaries that are playing major role in Indian economy in these days; one of them is known adversary 
and years long ‘inflation’ and the next is it’s antidote of ‘Foreign Direct Investment or (FDI)’ which has got definite part to play in the current 
Indian market. Impact is that the Indian economy has extended and expanded now. Consumer Price Index replaced the Wholesale Price 
Index. India's annual inflation rose to a three-month high, cost of food, beverages, clothing and lodging are very high. The relating 
temporary expansion rates for rustic and urban territories were indulged; FDI in the name of Two Hundred smart cities are being 
incorporated; sustainable and/or energy developments are also being taken care of in a huge way. 

 
Index Terms —FDI, CPI, WPI, Developing economy, Globalization, Corporate administration, FIPB, Levy, Direct Tax 

 

——————————      —————————— 

                                                               

T he Indian economy extended 7.7 percent year-on-

year in the initial three months of 2018, higher than a 
downwardly reexamined 7 percent in the past quarter 
and beating market figures of a 7.3 percent. It is the 
most grounded growth rate in seven quarters as as-
sembling and ventures developed at a speedier pace. 
Gross domestic product Annual Growth Rate in India 
arrived at the midpoint of 6.15 percent from 1951 un-
til 2018, achieving an unequaled high of 11.40 percent 
in the principal quarter of 2010 and a record low of - 
5.20 percent in the final quarter of 1979. 

GUIDELINE  
Economic Times of India; India Gazette, Govt. of India Press 
Release, RBI (Reserve Bank of India) guidelines, NABARD 
Report. 

Acronyms and Abbreviations  
FDI (Foreign Direct Investment), CPI (Consumer Price Index), 
WPI (Wholesale Price Index), FIPB (Foreign Investment Pro-
motion Board), FVCI (Foreign Venture Capital Investors), 
NRIs (Non Resident Indians), PIOs (Persons of Indian Origin), 
FCRA (Foreign Contribution Regulation Act), LLP (Limited 
Liability Partnership), MAT (Minimum Alternate Tax). 

COMPUTATION 
In 2013, the (CPI) consumer price index replaced the wholesale 
price index (WPI) as a main measure of inflation. In India, the 
most important category in the consumer price index is Food 
and beverages (45.86 percent of total weight), of which Cereals 
and products (9.67 percent), Milk and products (6.61 percent), 
Vegetables (6.04 percent), Prepared meals, snacks, sweets, etc. 
(5.55 percent), Meat and fish (3.61 percent), and Oils and fats 
(3.56 percent). Miscellaneous accounts for 28.32 percent, of 

which Transport and communication (8.59 percent), health 
(5.89 percent), and education (4.46 percent). Housing accounts 
for 10.07 percent; Fuel and light for 6.84 percent; Clothing and 
footwear for 6.53 percent; and Pan, tobacco and intoxicants for 
2.38 percent. Consumer price changes in India can be very 
volatile due to dependence on energy imports, the uncertain 
impact of monsoon rains on its large farm sector, difficulties 
transporting food items to market because of its poor roads 
and infrastructure and high fiscal deficit. This page provides - 
India Inflation Rate - actual values, historical data, forecast, 
chart, statistics, economic calendar and news. India Inflation 
Rate - actual data, historical chart and calendar of releases - 
was last updated on June of 2018. 
India's yearly inflation rose to a three-month high of 4.58 per-
cent in April 2018 from 4.28 percent in the earlier month, or 
more market desires for 4.42 percent. Costs of lodging and 
attire and footwear ascended at a speedier pace while nour-
ishment inflation was relatively unaltered. Inflation in India 
arrived at the midpoint of 6.60 percent from 2012 until 2018, 
achieving an unsurpassed high of 12.17 percent in November 
of 2013 and a record low of 1.54 percent in June of 2017. 
Costs ascended at a quicker pace for: lodging (8.50 percent 
versus 8.31 percent in March); dress and footwear (5.11 per-
cent versus 4.91 percent); dish, tobacco and intoxicants (7.91 
percent versus 7.79 percent); and different (4.96 percent versus 
4.16 percent).  
 
Then, food and drinks growth rate was about level at 3.00 per-
cent (versus 3.01 percent in March), with the nourishment rec-
ord alone rising 2.80 percent (versus 2.81 percent in March). 
Upward weight originated from: organic products (9.65 per-
cent versus 5.78 percent); vegetables (7.29 percent versus 11.70 
percent); eggs (6.26 percent versus 7.47 percent); arranged 
suppers, snacks, desserts and so forth (4.85 percent versus 4.44 
percent); meat and fish (3.59 percent versus 3.17 percent); 
drain and items (3.21 percent versus 3.52 percent); oils and fats 
(2.11 percent versus 1.85 percent); non-mixed refreshments 
(1.73 percent versus 1.42 percent); and flavors (1.25 percent 
versus - 0.07 percent). Then again, costs fell for the two heart-
beats and items (- 12.35 percent versus - 13.41 percent) and 
sugar and ice cream parlor (- 4.05 percent versus - 1.61 per-
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cent). What's more, fuel and light growth mellowed to 5.24 
percent in April from 5.73 percent in the earlier month.  
 
The relating temporary expansion rates for rustic and urban 
territories were 4.67 percent and 4.42 percent, contrasted and 
March's figures of 4.44 percent and 4.12 percent separately.  
 
On a month to month premise, customer costs expanded 0.44 
percent in April, after a 0.07 percent pick up in March. 
  
With mechanical advancements, the ability to maintain the 
advantages of FDI turns out to be simple. Accordingly, inno-
vation might be the essential main thrust of internal FDI in 
developing economies since the advantage from innovation 
exchanges through FDI inflow. A great venture condition for 
innovation exchanges decidedly impacts FDI. This contention 
bolsters the jumping innovative development design in rising 
economies. In compatibility of headway, developing econo-
mies perceive the need to diminish the innovation hole and 
invigorate creative limit. The capacity to embrace innovation 
and creative limit expands the ability to survive new difficul-
ties in the business condition. In addition, the political associa-
tions of multinationals / corporate house and/or undertak-
ings that influence speculations to impact the nature of inter-
est in development and increment the availability of outside 
business sectors. The degree to which the quality of the insti-
tutional condition improves innovation and development in 
rising economies might be a key component in pulling in FDI. 
Along these lines, the open doors for development from inter-
nal FDI in rising economies may not be only a component of 
good nation administration, yet in addition rely upon the level 
of innovation reception and the limit with regards to ad-
vancement.  
Rising economies with indistinguishable financial and nation 
administration structures neglect to draw in a comparative 
level of internal FDI because of wasteful business condition. 
Rising economies, which had up to this point been uncouth in 
representing nations, started to beat their wasteful aspects 
through enhanced firm-particular focal points. Along compar-
ative lines, a superior corporate administration structure en-
hances working execution, which at that point increments 
money related execution and in this manner in part remuner-
ates the frail help from the legislatures of rising economies. 
The firm-level working execution enhances the effectiveness of 
the business condition, and corporate administration rehearses 
in developing economies emphatically impact the working 
condition. In this manner, better corporate administration 
within the sight of higher institutional quality may prompt a 
more noteworthy stream of internal FDI in developing econ-
omies.  
Throughout the years, developing economies have likewise 
seen a change in social inclinations because of globalization. 
Firms under any circumstance don't work in segregation, and 
their execution is subject to social flexibility. In this specific 
circumstance, the test in putting resources into an economy 
with an abnormal state of social contrast amplifies vulnerabil-
ity and hazard. The social contrast between the host and the 
nation of origin essentially influences internal FDI. The pres-

ence of abnormal state of vulnerability and the hazard level of 
socially touchy economies stop FDI stream, however econo-
mies with a particular social trademark, for example, vulnera-
bility shirking, favor FDI venture. Cooperation and the ad-
vanced measurement of culture advance administrative, polit-
ical and financial institutional components. In this manner, 
developing economies need to perceive the directing impact of 
culture and adjust the qualities and conviction framework that 
best impact firm execution. Hence, the level of internal FDI 
stream into rising economies may likewise rely upon the con-
nection between national administrations with culture. 
My proposition is that the nature of national administration in 
a developing economy would enhance the venture condition 
and furnish an extra impact in mix with the degree of innova-
tion, limit with regards to advancement, nature of corporate 
administration and versatility of culture. We look at the col-
laboration impact of nation administration with innovation, 
development, corporate administration and social elements to 
upgrade FDI in rising economies.  
The observational outcomes demonstrate that innovation is 
the major alluring component affecting internal FDI. Further, 
FDI increments as innovation assimilation and development 
limit increment. At the same time, great corporate administra-
tion rehearses and social measurements, for example, control 
separation and independence likewise drives internal FDI. The 
communication investigation likewise additionally features 
that the better the administration of a nation, the more promi-
nent the effect of innovation, advancement, corporate admin-
istration and culture in drawing in internal FDI. 
Speculation 1  
More prominent reception of innovation and limit with re-
gards to advancement prompts a more noteworthy stream of 
internal FDI in rising economies.  
Additionally, great or poor nation administration may up-
grade or decrease the impact of innovation and advancement 
on internal FDI in rising economies.  
Speculation 2  
At the point when development associates with nation admin-
istration, there will be a higher likelihood of mechanical de-
velopment and a higher stream of internal FDI in rising econ-
omies. 
India has effectively denoted its essence as one of the quickest 
developing economies of the world. It has been positioned 
among the main 10 appealing goals for inbound speculations. 
Since 1991, the administrative condition as far as outside 
speculation has been reliably facilitated to make it speculator 
well disposed.  
Current strategies 
The measures taken by the Government are coordinated to 
open new divisions for remote direct venture, increment the 
sectoral furthest reaches of existing parts and rearranging dif-
ferent states of the FDI strategy. FDI approach changes are 
intended to give simplicity of working together and quicken 
the pace of outside interest in the nation.  
Foreign equity cap of activities of Non-Scheduled Air 
Transport Service, Ground Handling Services expanded from 
74 percent to 100 percent under the automatic route 100 per-
cent FDI under automatic route allowed in Brownfield Airport 

IJSER

http://www.ijser.org/


International Journal of Scientific & Engineering Research Volume 9, Issue 7, July-2018                                                                                           562 
ISSN 2229-5518  
 

IJSER © 2018 
http://www.ijser.org  

ventures FDI constrain for Scheduled Air Transport Service / 
Domestic Scheduled Passenger Airline and territorial Air 
Transport Service raised to 100 percent, with FDI up to 49 per-
cent allowed under automatic route and FDI past 49 percent 
through Government endorsement Foreign aircrafts would 
keep on being permitted to put resources into capital of Indian 
organizations working planned and nonscheduled air 
transport benefits up to the furthest reaches of 49 percent of 
their paid up capital so as to give clearness to the E-
COMMERCE area, the Government has issued rules for re-
mote interest in the part. 100 percent FDI under automatic 
route allowed in the commercial center model of E-
COMMERCE 100 percent FDI under Government route for 
retail exchanging, including through web based business, has 
been allowed in regard of sustenance items fabricated as well 
as delivered in India 100 percent FDI permitted in Asset Re-
construction Companies under the automatic route 74 percent 
FDI under automatic route allowed in Brownfield pharmaceu-
ticals. FDI past 74 percent will be permitted through govern-
ment endorsement route FDI confine for Private Security 
Agencies raised to 74 percent (49 percent under automatic 
route, past 49 percent and up to 74 percent under government 
route)For foundation of branch office, liaison office or venture 
office or some other place of business in India if the central 
business of the candidate is Defense, Telecom, Private Security 
or Information and Broadcasting, endorsement of Reserve 
Bank of India would not be required in situations where FIPB 
(Foreign Investment Promotion Board) endorsement or permit 
/ authorization by the concerned Ministry/Regulator has just 
been conceded Requirement of 'controlled conditions' for FDI 
in Animal Husbandry (counting rearing of pooches), 
Pisciculture, Aquaculture and Apiculture has been deferred 
off. 
 
Range OF INVESTORS 
 

1. Individual:  
a. FVCI (Foreign Venture Capital Investors) 
b. Pension/Provident Fund 
c. Financial Institutions 

 
2. Corporate:  
a. Foreign Trust 
b. Sovereign Wealth Funds 
c. NRIs (Non Resident Indians)/ PIOs (Persons of Indian 

Origin) 
 

3. Overseas Institutional Investors:  
a. Private Equity Funds 
b. Partnership / Proprietorship Firm 
c. Others 

 

ENTRY STRUCTURES AND FEATURES  

Incorporating a company in India: 

• It can be a private or public limited company. Both 
wholly owned & joint ventures are allowed. Private limited 
company requires minimum of 2 shareholders.  

Limited liability partnerships: 

• Allowed under the Government route in sectors 
which has 100 percent FDI allowed under the automatic route 
and without any conditions. 

Sole proprietorship/partnership firm: 

• Under Reserve Bank of India (RBI) approval. RBI 
decides the application in consultation with Government of 
India. 

Extension of foreign entity: 

• Liaison office, Branch office (BO) or Project Office 
(PO). These offices can undertake only the activities specified 
by the RBI. Approvals are granted under the Government and 
RBI route. Automatic route is available to BO/PO meeting 
certain conditions. 

Other structures: 

• Foreign investment or contributions in other struc-
tures like not for profit companies etc. are also subject to pro-
visions of Foreign Contribution Regulation Act (FCRA).  

FEATURES OF LEVY / TAX 

Direct Taxes: 

• The investor is required to pay tax on net income 
earned in India. The rates of taxes differ among structures. 

Company: 
The company incorporated in India is required to pay 30 percent 
tax + surcharge + education cess on net income earned. It is also 
required to deduct tax on profits distributed @15.5 percent + sur-
charge + education cess. 

Branch office/ Project office/ Liaison office or permanent 

establishment: 

• The fixed place of business in India is treated as a 
permanent establishment and is required to pay tax @40 per-
cent + surcharge + education cess. There is no tax on profits 
distributed. 

Limited Liability Partnerships (LLPs): 

• LLPs are required to pay tax @30 percent 
+surcharge+education cess. There is no tax on profits distrib-
uted. 

Minimum Alternate Tax (MAT): 
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• 18.5 percent +SC+EC- Indian tax law requires MAT to 
be paid by corporations in cases where the tax payable accord-
ing to the regular tax provisions is less than 18.5 percent of 
their book profits. However MAT credit (MAT-actual tax) can 
be carried forward in next 10 years for set-off against regular 
tax payable during the subsequent years subject to certain 
conditions. 

GOVERNMENT INCENTIVES 

Central Government Incentives: 

• Investment allowance (additional depreciation) at the 
rate of 15 percent to manufacturing companies that invest 
more than INR 1 billion in plant and machinery available till 
to 31.3.2015. 

• Incentives available to unit’s set-up in Special 
Economic Zones (SEZ), National Investment & Manufacturing 
Zones (NIMZ) etc. and Export Oriented Units (EOUs). 

• Exports incentives like duty drawback, duty exemp-
tion/remission schemes, focus products & market schemes 
etc. 

• Areas based incentives like unit set-up in north east 
region, Jammu & Kashmir, Himachal Pradesh, Uttarakhand. 

• Sector specific incentives like Modified Special 
Incentive Package Scheme (M-SIPS) in electronics. 

 

State Government Incentives: 

• Each state government has its own incentive policy, 
which offers various types of incentives based on the amount 
of investments, project location, employment generation, etc. 
The incentives differ from state to state and are generally laid 
down in each state’s industrial policy. 

• The broad categories of state incentives include: 
stamp duty exemption for land acquisition, refund or exemp-
tion of value added tax, exemption from payment of electricity 
duty etc. 

SPECIAL CONSIDERATION 

Envisaged for NRI investments in the following: 

• Structural development 

• Ground Handling & Air transport services 

• NRI investing on non repatriable basis 

• FDI from NEPAL & BHUTAN is allowed in Indian 
rupees 

 
CONCLUSION 

 
India is considered to be the ideal emerging economy, the 
policies and steps that are taken by the Government of India 
since last two decades have now started bearing fruit. This 
article will surely envisage the future prospect in enhancing 
more FDI to boost up the economy and to reduce inflation. 
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