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Abstract- India is a very good and big market for the foreign investors. After economic reforms initiated with 
the liberalization, privatizations and globalization, the foreign investors could easily enter and avail advantages 
in the Indian market. Now, foreign direct investment in retail sector with special reference to multi brand 
retailing to the extent of 51 percent offered by the Government is a good option. Foreign Direct Investment in 
retail is representing benefits in funds, new technology transfer, managerial skills, trademark and other benefits 
by the host country (India). It is to focus on benefiting the consumers by enlarging the choice of purchases at 
more affordable prices and by middlemen to facilitate better access to the market form the produce of goods as 
per the policy of the Government.  The emphasis has been drawn upon providing packages to the retailers to 
make profit in the process and maintain the supply and demand in the society as an interface between the 
produce and the individual consumer buying for personal consumption as a last link. However, it is not so easy 
to determine as a chain as this whole process has multiplicity of problems despite of abundant prospects. This 
paper is endowed to emphasize upon the problems and prospects of retail sector in India with special reference 
to the Foreign Direct Investment. 

Index Terms- Economic Reforms, Liberalization, Privatizations, Globalization, Foreign Direct Investment in 
Retail, Affordable Prices. 

1. INTRODUCTION 

After independence of India, industrial growth has not 
remained stagnant despite of the efforts made by the 
Government. It was necessary for the Country to 
boost- up the pace of industrial growth and in 1991, 
Finance Minister introduced new industrial policy. 
The economic reforms and policy of liberalization, 
privatization and globalization helps the Indian 
economy to recover from the past bad experience. The 
Foreign Exchange Management Act (1999) has been 
introduced as replacement for earlier Foreign 
Exchange Regulation Act (FERA). The main 
objective was facilitating external trade and payments 
and for promoting the orderly development and 
maintenance of foreign exchange market of India. The 
importance of the FDI is a major source of external 
finance which means that countries with limited 
amounts of capital can receive finance beyond 
national borders and small business growth are the 
two critical elements in developing the private sector 
in lower-income economies and reducing poverty. 
India received $1.1 billion of FDI in December 2013, 
unchanged from the level in the same month a year 
earlier. According to data from the Department of 
industrial Policy and promotion, for April- December 
period, foreign investment inflows dipped 2% 
to$16.16 billion from$16.94 billion during the 
corresponding period of the previous year. During the 
first nine months of this financial year, the highest 
FDI came in service ($1.59 billion) following by 

pharmaceutical ($1.26billion) construction 
development ($914million) and automobiles ($841 
million) 
The Indian retail industry is considered as one of the 
world’s top five retail markets in terms of economic 
value.  India’s strong growth fundamentals along with 
increased urbanization and consumerism have opened 
up immense scope for retail expansion. Further, easy 
availability of Debit/ Credit cards has contributed 
significantly to a strong and growing online consumer 
culture in India. Currently, the online retail 
penetration in India stands at around 60 per cent, 
according to a report by an industrial body “India has 
a young, well-educated and professional population, 
core customers. The Government of India has allowed 
51 per cent FDI in Multi-Brand Retail Trading and 
100 per cent in Single-Brand Retail Trading. 
According to the policy, foreign retailers investing 
more than 51 per cent can open outlets across the 
country on the condition that 30 per cent of their 
sourced sales would come from small to medium-
sized domestic enterprises. Further, global chains will 
now need to invest only 50 per cent of the initial 
compulsory investment of US$ 100 million in setting 
up cold storages and warehouses in India. The Indian 
retail market is expected to touch US$ 1.3 trillion by 
2020 from its existing level of around US$ 500 
billion. The foreign direct investment (FDI) inflows in 
single-brand retail trading during the period April 
2000– September 2013 stood at US$ 97.29 million. 
Bisaria (2012) concluded that the future of foreign 
retail players is uncertain like those in India. He 
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revealed that in the past liberalization had good as 
well as bad experience. Kamboj and Gupta (2012) 
have revealed that to an average, Indian FDI 
represents the ostentation part as a stand for air 
conditioned malls renewed shopping experience and 
availability of international brands in India etc. Das 
(2012) examines that foreign companies will have 
ample scope to go for FDI in Indian retail sector as it 
is promising one and allowing FDI in multi brand and 
retail trade in India is expected to open opportunities 
to the Indian people. 

1.1.  Objective of Study 

Following are the objectives of the research: 
• To analyze the flow of FDI in the new 

millennium. 
• To study the challenges in Multi Brand Retail 

Trading. 
• To examine the avenues of FDI in Retailing. 

2. METHODOLOGY 

The research is secondary in nature. Data has been 
collected from published sources and has been 
analyzed by applying percentage growth. Conclusions 
have been drawn and measures have been suggested. 

2.1 Analysis and Discussion 
To achieve the objective of the research, analysis are 
drawn and discussed as under: 

3.  FLOW OF FDI IN THE NEW MILLENNIUM 

The foreign direct investment (FDI) has become an 
integral part of an Indian economy. It proposes 
investment from various foreign companies in the 
different sectors of the economy. This leads the rapid 
growth in the development of National Income. The 
foreign investors from many foreign companies have 
shown interest to invest in the different sectors of 
economy in the various parts of the country. The 
following table is showing the position of flow of 
funds in India:    

 

 

 

 

 

 

Financial Year-Wise FDI Inflow (Amount Us$ 
Million) 

 

                 
Source: Department of industrial policy and 
promotion. 
As shown in the above table, the FDI flow is varying 
from year to year. It shows increase of 52% in 2001-
02. The highest growth was 146% in 2006-07 after a 
decline in the preceding year. In the current year i.e. 
2013-14, the growth rate declined (up to December) 
to -21%. Thus, it has been analyzed that FDI inflow 
has increased but recorded fluctuation over the years 
under study. Moreover, it has shown a greater impact 
on our country. The fact is that FDI is useful to 
provide opportunities of employment and is a source 
of finance for different development purposes. 
However, it is consisting of varied problems like: 

• Process of FDI claimed to have some low standard 
of regulations in terms of investment patterns. 

• The host country is negatively affected due to the 
foreign investments. 

• Foreign companies invest more in machinery, 
intellectual property rather than the wages of 
workers. 

• No control of government on the working of these 
companies as such they work as subsidiary of an 
overseas company. 

• They monopolies over the market and take over the 
highly profitable sectors. 

• It gives tough competition to the domestic firms and 
makes them feel incompetent.   

•  Distortion of urban development and culture.  
•   Domestic capital is inadequate for purpose of 

economic growth. 

S. No 

Financial 
year 2000-01 
to 2013-14 
(up to Dec. 

2013) 

Total 
FDI 

Inflow 

%age 
growth 
over 

previous 
year 

1 2000-01 4,029 - 
2 2001-02 6,130 52 
3 2002-03 5,035 -18 
4 2003-04 4,322 -14 
5 2004-05 6,051 40 
6 2005-06 8,961 48 
7 2006-07 22,826 146 
8 2007-08 34,843 53 
9 2008-09 41,843 20 
10 2009-10 37,745 -10 
11 2010-11 34,847 -08 
12 2011-12 46,556 34 
13 2012-13 36,860 -21 
14 2013-14 28,824 - 

Total 3,14,902 
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Besides all problems, FDI has been regarded as the 
turning point of the Indian economy;   India is 
benefited by the FDI in various ways. Some of the 
benefits of FDI are as under: 

1. Economic Growth and Development: The FDI 
proved most beneficial to the economic growth 
and development. Hence, the marvelous inflow of 
FDI in the industrial sector has foster economic 
condition of the country. 

2. Employment: FDI have also provides 
employment opportunities in abundance by 
promoting the new industrial units in various parts 
of the country. Through Information Technology, 
FDI probably helps in transferring or sharing new 
technologies, intellectual properties and the 
management skills which brings the higher 
efficiencies. 

3. Trade:  Foreign Direct Investments have opened a 
progressive area of opportunities in the trading of 
goods and services in India both in terms of import 
and export production. Due to higher FDI inflows 
in India, the country manufactures the products of 
superior quality. 

4. Linkages and submersion to domestic firms- 
Various foreign firms are now holding a position 
in the home market through Joint Ventures and 
collaboration concerns. The larger part of the 
profits earned by the foreign firms through these 
joint ventures is spent on the Indian market. 

5.  It will give more transparency of goods pricing.  

Keeping in view the abundance of benefits of FDI in 
India, the Government thought for expansion of FDI 
to the extent of retailing in both single and multi- 
brands. Multi- brand retailing is advantageous as it 
facilitates diversified role of business for convenience 
of the customer and comparative economic advantage 
to business thereby, business preference resulting to 
economic support to the nation. Attempt has been 
made to examine the challenges of multi- brand as 
well as avenues of retailing in India as analyzed 
below: 

3.1 Challenges in Multi Brand Retail Trading 
The Government of India has allowed 51 per cent FDI 
in Multi-Brand Retail Trading. The Challenges 
recently has shown significant growth owing to the 
changing buying behavior of the Indian consumers. 
Retailing in India is gradually inching its way forward 
to become the next boom industry. But, the Indian 
educated class is yet to explore the options of a 
lucrative career in the organized retail sector. The 
challenges faced by multi brand retail sector are:   
1. Shortage of desirable talent and lack of skilled 

manpower.  

2. The inefficiencies in the current supply chain and 
the presence of numerous intermediaries are 
difficult to curtail.  

3.  The quality of produce demanded by the 
consumer is still far from what our framers 
produce.   

4.   Lack of basic infrastructure like roads, power, 
water etc. is a major shortcoming that needs to be 
addressed in order to procure as well as supply on 
a pan India basis. 

3.2 Avenues of FDI in Retail 
 India currently stands at population of over 1.21 
billion. India still does not have a very organized 
retailing in small cities where people are still 
dependent of tradition Kirana shops to buy their 
goods. The Indian market potential, but Indian 
government shall also provide routes to these 
companies to start their operation in India. This is 
possible by allowing FDI in India. So new changes in 
FDI in Retail Sector is as discussed below: 

1. 51% FDI in Multi-Brand Retail (Example Bharti 
& Wal-Mart). 

2. 100% FDI for single brand retailing (but 30% of 
goods to be sourced from India). 

Retail Store can be opened in only those cities which 
have population of more than 10 lakhs. In India there 
are nearly 8000 towns and cities. Out of these approx. 
8000 only 48 towns and cities has population of more 
than 10 lakhs. 

4. CONCLUSION AND SUGGESTION 
India is a second largest populated country in the 
world after China and it is one of the biggest markets 
of the world.  Countries are investing money and are 
earning good rate of return. This is due to attractive 
foreign Direct Investment is investing in different 
sectors of India. Retail specifically   multi brand is 
one of the sectors of such investments. Multi Brand 
Retailing is a new initiative which is facing mixed 
reaction of its implementation in the country and there 
is a need for development of multi brand retailing in 
India. Though in the last decade, organized retail has 
evolved a lot but still it is not growing as fast as per 
its growth potential. All across the world, organized 
retail has shown a blockbuster performance. In India, 
the indecisive politics was probably not allowing it to 
grow as fast as experts expect.  In order to achieve 
this, Indian government must tune its policies to favor 
FDI in multi brand retail. There is a need to convey 
features of Multi Brand Retailing to different sectors 
and communities to convince all.  
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