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Abstract: In recent years, significant of Foreign Direct Investment 

has been increasing especially in the developing countries. These 

countries are trying their level best to attract more and more FDI. 

Foreign Direct Investment takes place when a company invests 

directly in the production or marketing of a product in a foreign 

country.FDI is defined as an investment involving a long term 

relationship that reflects the long term interest and control of a 

resident entity in the host country.  Industrial investment plays a 

significant role in the development of a country. Broadly there are 

two types of foreign investment viz., foreign direct investment and 

portfolio investment. The developments are easily possible 

through Foreign Direct Investment (FDI) because it helps to 

bring close the different economies of the world by investing 

capital in a country. Capital formation is an important 

determinant of economic growth. While domestic investments add 

to the capital stock in an economy, FDI plays a complementary 

role in overall capital formation and filling up the gap between 

domestic savings and investment. Foreign investment plays an 

important role in the long term economic development by 

augmenting availability of capital, enhancing competitiveness 

domestic economy through transfer of technology, strengthening 

infrastructure, raising productivity, generating new employment 

opportunities and boosting exports. The Government has 

implemented several reforms in recent years to attract more FDIs. 

These include improving infrastructure, revising the law on the 

land acquisition, reforming labour law and rationalizing the 

process of obtaining environmental clearances. In this article 

researcher focused on industrial opportunities and challenges in 

Tamil Nadu for industrial development of the state. 

 
Keywords : Industry, FDI, Portfolio Investment, domestic 

investment.  

I. INTRODUCTION 

The economic liberalization that swept across the 

world, particularly since the late 1980s, was very significantly 

changed the environment for international investments. At the 

same time the surging international capital flows, in its turn 

are substantially impacting the business environment. 

Broadly there are two types of foreign investment, namely, 

foreign direct investment and portfolio investment. 

 InvestmentT playsT aT significantT roleT inT theT 

economicT developmentT ofT theT country.T InvestmentT 

canT beT domesticT asT wellT asT foreignT investment.T 

GapT betweenT domesticT savingsT andT investmentT isT 

beingT filledT byT foreignT investment.T SoT foreignT 
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investmentsT complementT economicT growthT andT thatT 

ultimatelyT leadT toT developmentT inT developingT 

countries. 

T ItT playsT anT importantT roleT inT theT longT termT 

developmentT ofT aT countryT notT onlyT asT aT sourceT 

ofT capitalT butT alsoT forT enhancingT competitivenessT 

ofT theT domesticT economyT throughT transferT ofT 

technology,T strengtheningT infrastructure,T raisingT 

productivityT andT generatingT newT employmentT 

opportunities.T TheT gapT formedT betweenT intendedT 

investmentT andT theT actualT savingsT ofT theT countryT 

wasT liftedT upT byT portfolioT investmentsT byT foreignT 

institutionalT investors,T loansT byT foreignT banksT andT 

otherT places,T andT foreignT directT investments.T 

AmongT theseT threeT formsT ofT financialT assistance,T 

IndiaT prefersT asT wellT asT possessesT theT maximumT 

amountT ofT ForeignT DirectT Investments.T  

T IndustryT refersT toT theT sectorT ofT economyT whichT 

isT relatedT withT manufacturingT andT productionT ofT 

differentT products.T IndustryT isT consideredT asT aT 

leadingT sectorT toT economicT development.T 

EconomiesT ofT scaleT canT beT assuredT byT applyingT 

advancedT technicalT knowhow,T systematicT 

managementT andT divisionT ofT labour.T ThisT resultsT 

inT increaseT ofT production,T employmentT andT 

simultaneousT growthT inT capitalT formationT andT 

economicT development. 

T IndustrialT sectorT willT growT fasterT ifT thereT areT 

skilledT humanT resourcesT soundT economicT andT 

socialT infrastructuresT withT organizedT bankingT sectorT 

forT enablingT theT supplyT ofT financialT facilities,T 

goodT marketingT facilitiesT forT theT producedT items,T 

facilitiesT ofT storeT housesT toT ensureT supplyT inT 

adequateT times,T competitivenessT amongT theT 

producersT bothT inT domesticT andT internationalT 

marketT withT theT demandT ofT theT people. 

TamilT NaduT continuesT toT beT aT safeT 

havenT forT theT investorsT owingT toT idealT businessT 

climateT andT healthyT socioT economicT reforms.T AtT 

present,T TamilT NaduT isT inT theT vanguardT ofT 

industrializationT amongT IndianT statesT andT hasT 

becomeT oneT ofT theT mostT favouredT investmentT 

destinationT inT India.T TheT stateT isT rankedT oneT ofT 

theT topT threeT statesT inT termsT ofT aT numberT ofT 

parameters.T  

 

Objectives 

TheT mainT objectiveT ofT 

theT studyT isT toT studyT theT 

investmentT opportunitiesT andT 
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challengesT inT TamilT Nadu. 

II. RESEARCHT METHODOLOGY 

ThisT researchT paperT isT anT attemptT ofT 

exploratoryT research,T basedT onT theT secondaryT dataT 

collectedT fromT journals,T articles,T mediaT reports.T 

LookingT intoT theT objectivesT ofT theT studyT theT 

researchT designT employedT forT theT studyT isT 

descriptiveT researchT design.T TheT researchT designT 

wasT adoptedT toT haveT greaterT accuracyT andT inT 

depthT analysisT ofT theT researchT study.T SecondaryT 

dataT haveT comprehensivelyT usedT forT theT study.T 

InformationT fromT differentT articles,T books,T journalsT 

andT websitesT areT usedT whichT areT recordedT andT 

enumerated.T  

 

InvestmentT OpportunitiesT andT ChallengesT  

InT everyT economyT oneT ofT theT majorT sourcesT 

ofT revenueT isT itsT industrialT sectorT developsT inT 

accordanceT withT theT policyT measuresT takenT byT theT 

GovernmentT andT theT sophisticatedT infrastructureT 

developedT byT theT combinedT effortT ofT theT 

GovernmentT andT theT generalT public.T  

T AT goodT investmentT climateT providesT theT 

opportunitiesT andT incentivesT forT theT firmsT toT 

investT productivelyT andT createT jobs,T thusT playingT 

aT keyT roleT inT ensuringT sustainedT growthT andT 

povertyT reduction.T AvailabilityT ofT useT ofT factorT 

inputsT suchT asT landT andT labour,T availabilityT ofT 

adequateT physicalT andT socialT infrastructure,T suchT 

asT power,T telecom,T urbanT infrastructure,T waterT 

supply,T hospitalsT andT educationalT institutions.T 

GovernanceT andT regulatoryT frameworkT areT theT 

factorsT influencingT investmentT climate.T TamilT NaduT 

isT oneT ofT theT wellT developedT statesT inT theT 

countryT inT termsT ofT industrialT development. 

TamilT NaduT hasT theT followingT opportunitiesT forT 

competitiveness.T SuchT as 

 

1.T FastestT GrowingT Economy 

T AccordingT toT DepartmentT forT PromotionT ofT 

IndustryT andT InternalT TradeT (DPIIT),T cumulativeT 

FDIT inflowT inT TamilT NaduT duringT AprilT 2000T toT 

MarchT 2019T stoodT atT UST $29.84billion.T DuringT 

2017-2018T totalT merchandiseT exportsT fromT theT 

stateT stoodT atT UST $T 29.75bilion. 

 

2.T WellT DevelopedT Infrastructure 

InfrastructureT suchT asT roads,T effectiveT 

transportationT andT registeredT carrierT departureT 

worldwide,T informationT andT communicationT 

technology,T powers,T financialT institutionsT andT legalT 

systemT andT otherT basicT amenitiesT whichT areT mustT 

forT theT successT ofT theT business.T TheT stateT isT 

planningT toT attractT investmentT inT 12T sectorsT 

includingT automobile,T textilesT andT renewableT 

energy.InT JuneT 2018T GovernmentT investedT RsT 

5000T toT boostT renewableT energyT policies,T 

transmissionT infrastructureT andT commissionT aT 

floatingT solarT plant.T  

 

3.T MatureT IndustrialT Base 

T AssistT theT existingT industrialT baseT toT 

consolidateT itsT gainsT andT promoteT itsT efficientT 

growthT inT theT highlyT competitiveT domesticT andT 

exportT markets.T EngenderT privateT publicT partnershipT 

andT createT anT environmentT whichT enablesT theT 

flowT ofT substantialT domesticT andT foreignT capitalT 

forT infrastructureT building. 

 

4.T SkilledT Manpower 

AT recentT studyT foundT thatT inT TamilT NaduT ITIT 

graduatesT fromT onlyT 12%T ofT theT labourT forceT inT 

theT formalT sectorT andT 9%T inT theT informalT sector.T 

ThereT isT abundantT labourT availableT inT TamilT 

NaduT inT termsT ofT skilledT andT unskilledT humanT 

resources. 

 

5.T EconomicT Factors 

T DifferentT economicT factorsT encourageT inwardT 

FDI.T TheseT includeT interestT ofT loans,T tax,T grants,T 

subsidiesT andT theT removalT ofT restrictionsT andT 

limitation.T TheT UnionT GovernmentT hasT givenT manyT 

taxT exemptionT andT subsidiesT toT theT foreignT 

investors. 

 

6.T AvailabilityT ofT NaturalT ResourcesT  

T IfT naturalT resourcesT areT availableT theyT canT beT 

usedT inT productionT processT orT forT extractionT 

minesT byT theT foreignT investors. 

T EvenT thoughT theT situationT isT goodT forT theT 

industrialT healthT ofT TamilT Nadu,T itT isT notT freeT 

fromT lacking.T MajorT ChallengesT areT givenT below; 

i.T PoliticalT Instability. 

T TheT coalitionT GovernmentT inT orderT toT keepT 

inT powerT hasT toT tendT theT needsT ofT theT localT 

government,T therebyT takingT decisionsT unfavorableT 

ofT Acts.T  

ii.T PoorT Infrastructure 

T India’sT infrastructureT stillT continuesT toT beT oneT 

ofT theT worstT inT theT world.T TheT powerT cutsT 

remainT toT beT aT permanentT challenge.T TheT presentT 

infrastructuresT oftenT doT notT getT adequateT 

GovernmentT support. 

iii.T EverT ChangingT GovernmentT PoliciesT  

StableT economicT andT policiesT haveT attractedT 

investorsT acrossT border.T IfT theT GovernmentT makesT 

changesT inT policiesT whichT willT affectT theT 

business.T TheT businessT requiresT aT lotT ofT fundsT toT 

beT deployedT andT anyT changeT inT policyT againstT 

theT investorT willT haveT aT negativeT effect.T 

ApparentlyT IndiaT hasT oneT ofT theT highestT tariffT 

rates;T mountingT corporateT taxT upT toT 35%.CertainT 

policyT changesT restrictT theT targetedT FDIT inT theT 

market.T  

iv.T CorruptionT andT Bureaucracy 

T InT orderT toT setT upT anT operationT inT India,T 

investorsT whetherT localT orT foreignT haveT toT payT 

briberyT inT someT formT orT other.T AT mixtureT ofT 

legalT backlogs,T lackT ofT institutionalT reforms,T 

inefficientT bureaucraticT decisionT makingT andT theT 

allegationsT ofT corruptionT 

atT theT topT haveT shiedT 

awayT aT lotT ofT foreignT 

investors. 
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v.T StringentT LabourT Laws 

T ToT retrenchT unnecessaryT workersT firmT requireT 

approvalT fromT bothT employeesT andT StateT 

GovernmentT approvalT thatT isT rarelyT given.T Further,T 

TradeT UnionT extortT hugeT sumsT fromT companiesT 

throughT overgenerousT voluntaryT retirementT schemes. 

vi.T HighT CorporateT TaxT Rates 

CorporateT taxT ratesT areT generallyT inT theT rangeT 

ofT 15T toT 30T percent,T comparedT withT aT rateT ofT 

48T percentT forT foreignT companies.T HighT corporateT 

taxT isT definitelyT aT majorT disincentiveT toT foreignT 

corporateT investmentT inT theT state.T  

vii.T OtherT ProblemsT  

OtherT problemsT likeT regionalT imbalance,T 

industrialT sickness,T defectiveT licensingT policies,T 

unsatisfactoryT labourT relationsT areT adverselyT affectT 

theT industrialT investment. 

III. FINDINGS 

ForeignT DirectT InvestmentsT helpsT inT developingT 

theT economyT byT generatingT employmentT toT theT 

unemployed,T generatingT revenuesT inT theT formT ofT 

taxT andT incomes,T financialT stabilityT toT theT 

Government,T developmentT ofT infrastructure,T 

backwardT andT forwardT linkageT toT theT domesticT 

firmsT forT theT requirementsT ofT rawT materials,T tools,T 

businessT infrastructureT andT actT asT supportT forT 

financialT system.T WhileT attractingT moreT FDI,T itT isT 

mandatoryT toT frameT suitableT policiesT thatT willT 

promiseT overallT developmentT inT TamilT NaduT whichT 

includeT growthT ofT economic,T socialT andT humanT 

resources.T TheT GovernmentT shouldT formulateT theT 

policiesT whichT canT attractT moreT foreignT investmentT 

inT industrialT sectorT ratherT thanT otherT sector,T 

becauseT FDIT helpsT toT meetT theT capitalT 

requirementsT andT technologicalT growthT forT 

industrialT developments.T EvenT thoughT theT situationT 

isT goodT forT theT industrialT healthT ofT TamilT Nadu,T 

itT isT notT freeT fromT lacking.T InsufficientT powerT 

supplyT toT theT industriesT isT utmostT importantT 

problemT ofT TamilT Nadu.T InT theT modernT scenarioT 

conventionalT energyT willT notT beT adequateT forT 

futureT projects.T GovernmentT andT publicT shouldT 

fetchT theT alternateT energyT sourcesT toT overcomeT 

theT crisisT ofT thisT sector. 

IV. CONCLUSION 

FDI plays a pivotal role in the economic and social 

development of the Tamil Nadu. In short it provides 

employment opportunities, boost the economy and in the long 

run, create an opportunity for the sustainable development of 

the state. So that there is need to have well chalked policy and 

strategies with the help of which more FDI can be attracted in 

Tamil Nadu. Development of infrastructure, especially power 

and transport network is an immediate need since it is basic 

for industrialization. Bureaucratic hassles, corruption and 

time consuming procedures should be reduced to attract more 

FDI inflow. After all more transparent investment system will 

benefit and secure future prospect of FDI in the state. 
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