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 

Abstract: FDI may be reflected as a resource for developing 

countries to get capital inflows, access to foreign technology, 

management skills and marketing networks. India is the world’s 

highest rising economies and remains a top market for Foreign 

Direct Investments (FDI). In a globalizing world, export success 

can serve as much for the competitiveness of a country’s industry 

and lead to faster growth. India is the most primary economies 

globally for foreign investment. It allows FDI of up to 100 percent 

of the equity shareholding in most sectors under the automatic 

route. The inflow of FDI into India is projected as able to increase 

productivity which will ultimately have an impact on the increase 

in national income in the form of the Gross Domestic Product 

(GDP) as well as in the form of increased exports. Exports support 

a country to increase its foreign exchange reserves, and build a 

strong financial position. FDI is seen as a potent tool of export 

promotion in the domestic country. This paper examines the most 

important benefits connected with the inflow of FDI as Export 

Performance, and GDP Growth. To study the dynamics of 

co-integration between FDI Inflow, GDP growth, and Export 

Performance, evidence is taken from country-specific level like 

Indian Economy where the period of study is from 2009-10 

to2018-19. Hence, the paper studies the economic scenario of 

India for its FDI inflows, GDP growth rate, and its export 

performance. This paper attempt to analyze a positive correlation 

between FDI Inflow, GDP growth, and Export Performance by 

framing Simple Regression and Multiple Regression Models 

erected on the hypotheses formulated and validating the results of 

the models based on ANOVA and Durbin-Watson test. 
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I. INTRODUCTION 

ForeignT DirectT InvestmentT refersT toT theT shortestT 

investmentT equityT flowsT inT theT recordingT economy.T 

ItT alsoT stimulatesT globalT trade,T enlargeT domesticT 

investment,T andT riseT itsT foreignT exchangeT reservesT 

therebyT improvingT itsT BalanceT ofT PaymentsT 

position.T AllT theseT factorsT asT oneT supplyT toT theT 

growthT ofT aT nation.T ExportT areT alsoT consideredT 

asT aT toolT ofT economicT growthT andT facilitateT theT 

efficientT productionT ofT goodsT andT servicesT byT 

gainingT aT proportionalT benefitT overT otherT 

countries.T GDPT growthT rateT isT measuredT asT 

annualT percentageT growthT rateT ofT GDPT atT fairT 

pricesT basedT onT constantT localT currency.T ForeignT 

companiesT carryT withT themT manyT intangibleT assetsT 

inT theT formT ofT abilities,T technology,T advertisingT 

tactics,T productT names,T globallyT establishedT 
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marketingT channelsT andT experienceT ofT functioningT 

inT worldwideT markets.T TheT ForeignT DirectT 

InvestmentT liftT isT essentialT toT theT risingT capital,T 

modernization,T managerialT know-how,T advertisingT 

proficiencyT withT accessT toT globalT markets.T Thus,T 

theT paperT attemptsT toT showT anT inter-relationshipT 

betweenT FDI,T GDPT growth,T andT exportT 

performance.T TheT sampleT dataT isT derivedT fromT 

theT relevantT informationT ofT IndianT Economy.T  

II. NEEDT ANDT IMPORTANCET OFT THET 

STUDY 

ForeignT DirectT InvestmentT isT monitoredT asT aT toolT 

forT exportT promotion.T ForeignT DirectT InvestmentT 

andT exportsT areT likeT twoT sidesT ofT aT coinT ofT 

theT globalizationT processT whichT not,T onlyT 

complementaryT toT eachT other,T butT alsoT mutuallyT 

supportive.T ItT helpsT toT exportT activitiesT byT 

providingT accessT toT worldwideT marketsT andT 

enablingT export-orientedT productionT withT anT inflowT 

ofT capitalT andT accessT toT modernT technology.T InT 

otherT words,T ForeignT DirectT InvestmentT wouldT 

improveT theT opportunitiesT forT IndiaT toT participateT 

inT globalT specializationT andT otherT gainsT fromT 

trade.T BesidesT ForeignT DirectT Investment,T exportT 

orientationT hasT alsoT beenT hailedT asT anT engineT ofT 

growth.T ForeignT DirectT InvestmentT usuallyT playedT 

anT essentialT roleT inT naturalT resourceT exports. 

III. OBJECTIVEST OFT THET STUDY 

TheT followingT areT theT objectivesT ofT theT study 

•T ToT analyzeT theT trend,T growth,T andT patternsT 

ofT FDIT inflowsT intoT India. 

•T ToT studyT theT correlationT betweenT FDIT 

inflows,T GDPT growth,T andT ExportT perfomance. 

•T ToT studyT theT dependenceT ofT GDPT growthT onT 

ExportT performanceT andT FDIT inflows. 

IV. PERIODT OFT THET STUDY 

TheT studyT coversT 10T yearsT fromT 2009-10T toT 

2018-2019. 

V. METHODOLOGYT OFT THET STUDY 

TheT studyT isT basedT onT secondaryT data.T 

InformationT requiredT forT theT studyT hasT beenT 

collectedT fromT theT RBIT StatisticsT DatabaseT onT 

IndianT Economy.T InT thisT study,T variousT statisticalT 

toolsT areT usedT asT CompoundT AnnualT GrowthT 

Rate,T Trend,T GrowthT rate,T andT SimpleT regressionT 

andT MultipleT regressionT andT 

Correlation.T TheT statisticalT 
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significanceT ofT theT variablesT isT explainedT throughT 

theT useT ofT ANOVAT andT Durbin-WatsonT test. 

VI. INFLOWST OFT FDI:T TRENDT ANDT 

PERFORMANCE 

ForeignT DirectT InvestmentT (FDI)T isT aT majorT 

sourceT ofT non-debtT monetaryT resourceT forT theT 

economicT developmentT ofT India.T TheT IndianT 

governmentsT makeT favorableT guidelinesT system,T andT 

wellT tradeT businessT locationT hasT ensuredT thatT 

foreignT capitalT maintainsT flowingT intoT theT country.T 

TheT IndianT governmentT hasT takenT manyT ideasT inT 

recentT yearsT suchT asT relaxingT FDIT normsT acrossT 

sectorsT suchT asT defence,T PublicT SectorT UndertakingT 

oilT refineries,T telecom,T powerT exchanges,T andT 

stockT exchanges,T amongT others. 

 

TABLE 1:FDI INFLOWS OF INDIA (Rs.in Billion) 

Year Total 

FDI 

Inflows 

of 

India 

Increase/Decrease % Trend 

2009-1

0 

1578.1

9 - - 

1227.3

7 

2010-1

1 

1323.5

8 -254.61 

-16.1

3 

1429.3

4 

2011-1

2 

1549.6

1 226.03 17.08 

1631.3

0 

2012-1

3 

1469.5

4 -80.07 -5.17 

1833.2

6 

2013-1

4 1868.3 398.76 27.14 

2035.2

3 

2014-1

5 

2158.9

3 290.63 15.56 

2237.1

9 

2015-1

6 

2942.5

8 783.65 36.30 

2439.1

5 

2016-1

7 

2832.9

2 -109.66 -3.73 

2641.1

2 

2017-1

8 

2539.7

7 -293.15 

-10.3

5 

2843.0

8 

2018-1

9 

3098.6

7 558.9 22.01 

3045.0

4 

CAGR 6.98%    

Source: Computed 

 

From Table 1, it could be seen that the FDI inflows of India 

were fluctuating between 1578.19 billion in 2009-10 to 

3098.67 billion in 2018-19. The highest increase in FDI 

inflows of India is 36.30 percent in 2015-16 compared to 

previous years. The compound annual growth rate of FDI 

inflows of India was 6.98 percent during the study period. The 

trend values for FDI inflows of India 1227.37 billion in 

2009-10 to 3045.04 billion in 2018-19 showing an increasing 

trend for 10 years. 

VII. GDP GROWTH RATE OF INDIA 

India persists to occur in the grades of the world's largest 

economies. Its contribution to global GDP growth impetus 

will also increase. India will also play an increasingly vital 

role as one of the Asia-Pacific region's major economic 

growth engines, and ration to drive Asian regional trade and 

investment flows. 

 

TABLE 2:GDP GROWTH RATE OF INDIA  (Rs. in Billion) 

Year GDP Increase/

Decrease 

% Trend 

2009-10 61089.03 - - 64238.65 

2010-11 72488.6 11399.57 18.66 72621.64 

2011-12 83916.91 11428.31 15.77 81004.63 

2012-13 92130.17 8213.26 9.79 89387.61 

2013-14 98013.7 5883.53 6.39 97770.6 

2014-15 105276.7 7263.04 7.41 106153.6 

2015-16 113861.5 8584.71 8.15 114536.6 

2016-17 121960.1 8098.61 7.11 122919.6 

2017-18 130108.4 8148.37 6.68 131302.6 

2018-19 140775.9 10667.47 8.20 139685.6 

CAGR 8.71%    

Source: Computed 

 

Table 2 shows that GDP Growth Rate of India was 

increasing 61089.03 in 2009-10 billion to 140775.9 billion in 

2018-19. The highest increase in GDP Growth Rate of India is 

18.66 percent in 2010-11. The compound annual growth rate 

of GDP was 8.71%per cent during the study period. The trend 

values for GDP Growth Rate of India increased from 

64238.65 billion in 2009-10 to 139685.6 billion in 2018-19 

showing an increasing trend for 10 years. 

VIII. GROWTH OF EXPORT IN INDIA 

ExportT isT aT meansT toT createT theT foreignT 

exchangeT requiredT toT financeT theT importT ofT goodsT 

andT servicesT toT attainT economiesT ofT specialization,T 

scale,T andT scopeT inT production.T IndiaT hasT beenT 

competentT toT diversifyT itsT exportsT baseT fromT 

agricultural-basedT productsT toT manufacturingT products. 

 

TABLE 3:GROWTH OF EXPORT IN INDIA  (Rs.in 

Billion) 

Year Exports Increase/

Decrease 

% Trend 

2009-10 8455.34 - - 10981.42 

2010-11 11429.22 2973.88 35.17 12257.99 

2011-12 14659.59 3230.37 28.26 13534.55 

2012-13 16343.19 1683.6 11.48 14811.12 

2013-14 19050.1 2706.91 16.56 16087.69 

2014-15 18964.5 -85.6 -0.45 17364.26 

2015-16 17163.8 -1800.7 -9.50 18640.83 

2016-17 18494.3 1330.5 7.75 19917.39 

2017-18 19555.4 1061.1 5.74 21193.96 

2018-19 23144.3 3588.9 18.35 22470.53 

CAGR 10.59%    

Source: Computed 

 

ItT isT observedT fromT TableT 3T thatT theT GrowthT 

ofT ExportT inT IndiaT wasT fluctuatingT betweenT fromT 

19050.1T billionT inT 2013-14T to19555.4T billionT inT 

2017-18.T TheT highestT increaseT inT exportT ofT IndiaT 

isT 35.17T percentT inT 

2010-11T comparedT toT 

2018-19.T TheT compoundT 

annualT growthT rateT ofT 
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exportT fromT IndiaT wasT 10.59T percentT duringT theT 

studyT period.T TheT trendT valuesT forT GrowthT ofT 

ExportT inT IndiaT increasedT fromT 10981.42T billionT 

inT 2009-10T to22470.53T billionT inT 2018-19T showingT 

anT increasingT trendT forT 10T years. 

IX. HYPOTHESEST OFT THET STUDY 

ToT meetT theT objectivesT ofT theT study,T theT 

followingT hypothesesT haveT beenT formulated:T  

Ho:T ThereT isT noT significantT relationshipT betweenT 

FDIT InflowsT andT ExportT Performance.T  

H1:T ThereT isT aT significantT relationshipT betweenT 

FDIT InflowsT andT ExportT PerformanceT . 

Ho:T ThereT isT noT significantT relationshipT betweenT 

FDIT Inflows,T GDPT growth,T andT ExportT  

T Performance. 

H1:T ThereT isT aT significantT relationshipT betweenT 

FDIT Inflows,T GDPT growth,T andT Export,T Performance 

X. TESTING OF HYPOTHESES AND DATA 

ANALYSIS 

To examine the significance of FDI on export and growth, 

firstly Pearson’s correlation coefficient is computed between 

FDI Inflows and Export Performance, FDI Inflows and GDP 

growth, GDP growth and Export Performance. The results are 

analyzed by considering the values of FDI Inflows, GDP 

growth and Export Performance of India from the period 

2009-10 to 2018-19. 

 

TABLE 4 : Correlations of FDI and EXPORT 

Correlations 

  FDI EXPORT 

FDI Pearson 

Correlation 
1 .726* 

Sig. (2-tailed)  .017 

EXPORT Pearson 

Correlation 
.726* 1 

Sig. (2-tailed) .017  

* Correlation is significant at the 0.05 level (2-tailed). 

 

 

 

 

 

TABLE 5: Correlations of FDI and GDP 

Correlations 

  FDI GDP 

FDI Pearson 

Correlation 
1 .893** 

Sig. (2-tailed)  .001 

GDP Pearson 

Correlation 
.893** 1 

Sig. (2-tailed) .001  

** Correlation is significant at the 0.01 level (2-tailed). 

Source: Computed 

 

TABLE 6:Correlations of GDP and EXPORT 

Correlations 

  GDP EXPORT 

GDP Pearson 

Correlation 
1 .924** 

Sig. (2-tailed)  .000 

EXPORT Pearson 

Correlation 
.924** 1 

Sig. (2-tailed) .000  

** Correlation is significant at the 0.01 level (2-tailed). 

Source: Computed 

 

SinceT theT correlationT coefficientT betweenT theT 

threeT variablesT areT quiteT high,T therefore,T theT nullT 

hypothesisT inT bothT casesT isT rejectedT inT aT 

confidenceT intervalT ofT 0.01andT 0.05T alternativeT 

hypothesesT areT accepted.T TheT resultsT proveT thatT 

thereT isT aT significantT relationshipT betweenT FDIT 

Inflows,T GDPT growth,T andT ExportT Performance. 

ToT furtherT understandT theT dependencyT ofT theseT 

threeT variables,T theT followingT modelsT haveT beenT 

builtT basedT onT SimpleT RegressionT andT 

Multiple-RegressionT Analysis. 

MODELT 1:T TheT firstT modelT isT basedT onT SimpleT 

RegressionT analysisT toT explainT theT dependencyT ofT 

ExportsT onT FDI 

.  

 

EXPt = α + β FDIt + e    ………………… (1) 

 

Where, EXPt = Export Performance  

FDIt = Foreign Direct Investment  

 e = Error or Disturbance term 

 

TABLE 7: Simple Regression 

Coefficients 

 

Model 1 

Coefficients  

t β Std. Error 

(Constant) 6870.371 3443.214 1.995 

FDI 4.614 1.545 2.987 

Dependent Variable: EXPORT 

 

 

 

 

 

 

 

TABLE 8: ANOVA (Model Summary) 

ANOVA (Model Summary) 

Model  

 

R R Square  

 

Adjusted R Square Std. Error of  the 

Estimate  

F- test** Durbin-Watson 
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1 .726(a) .527 .468 3111.35 8.921 .885 

a  Predictors: (Constant), FDI 

b  Dependent Variable: EXPORT (** Significant at 0.01 level) 

Source: Computed 

 

From Model 1, it is revealed that all the variables are 

statistically significant. The regression result confirms that 

FDI is an essential factor for an increase in exports in the 

country. It is observed from the results that the elasticity 

coefficient between FDI Inflows and Export Performane is 

4.61 which mean that a 1% increase in FDI may cause 4.61% 

increase in exports. Thus FDI Inflows positively influences 

exports. The coefficient of determination i.e., R
2
 shows that 

the model has a good fit as 52% of exports are being 

explained by FDI. F-test also confirms that the variables are 

statistically significant. The Durbin-watson statistic shows 

that there is no autocorrelation problem in the analysis. 

 

MODEL 2: Model 2 is based on Multiple Regression 

Analysis to prove the dependence of GDP on Export and FDI. 

   

GDPt = α + β1FDIt + β2EXPt + e …………….. (2) 

  

Where, GDPt= Gross Domestic Product   

EXPt = Export Performance   

FDIt= Foreign Direct Investment 

 e = Error or Disturbance term 

 

TABLE 9:Multiple Regression 

Coefficients 

Model 2 Coefficients t 

β Std. Error 

(Constant) 5783.141 8035.592 .720 

FDI 17.781 4.284 4.151 

EXPORT 3.479 .674 5.161 

Dependent Variable: GDP 

Source: Computed 

 

TABLE 10:ANOVA (Model Summary) 

 ANOVA (Model Summary) 

Model  

 

R R Square  

 

Adjusted R 

Square 

Std. Error of  the 

Estimate  

F- test** Durbin-Watson 

2 .979(a) .958 .946 5933.27 79.281 1.788 

a  Predictors: (Constant), EXPORT, FDI 

b  Dependent Variable: GDP   (** Significant at 0.01 level) 

 

InT theT growthT modelT (ModelT 2),T estimatedT 

coefficientsT onT FDIT andT ExportT PerformanceT haveT 

aT positiveT relationshipT withT GDP.T Therefore,T itT isT 

statisticallyT revealedT thatT FDIT andT ExportT areT 

contributoryT inT influencingT theT levelT ofT fiscalT 

growthT inT India.T TheT coefficientT ofT determinationT 

i.e.,T R2T explainsT thatT 96%T levelT ofT economicT 

growthT isT beingT influencedT byT FDIT andT exportT inT 

India.T TheT F-testT alsoT confirmsT theT significantT 

relationshipT betweenT FDIT Inflows,T GDPT growth,T 

andT ExportT Performance.T TheT Durbin-watsonT 

statisticT isT 1.788T whichT isT confirmT thatT thereT isT 

noT autocorrelationT problemT inT theT analysis. 

 

XI. FINDINGST OFT THET STUDY 

1.T TheT resultsT ofT theT exportT modelT (modelT 1)T 

showT thatT bothT theT variableT includedT underT studyT 

areT statisticallyT significant.T TheT elasticityT ofT theT 

coefficientT betweenT exportsT andT FDIT InflowsT isT 

positiveT whichT indicatesT thatT aT 1%T increaseT inT 

FDIT InflowsT canT increaseT 4.61%T ofT exports.T  

2.T InT theT GDPT modelT (modelT 2),T theT variablesT 

underT studyT provedT toT beT statisticallyT significantT 

indicatingT thatT FDIT InflowsT andT exportsT playT aT 

vitalT roleT inT acceleratingT theT GDPT ofT IndianT 

Economy.T  

3.T TheT studyT alsoT showsT thatT FDIT andT exports,T 

FDIT andT GDP,T GDPT andT ExportsT areT allT 

positivelyT andT highlyT correlatedT withT eachT otherT 

whichT paveT theT wayT forT rejectingT theT nullT 

hypothesesT andT acceptingT theT alternativeT hypothesesT 

underT consideration. 

XII. CONCLUSION 

TheT studyT revealsT thatT ForeignT DirectT InvestmentT 

not,T onlyT actsT asT aT vehicleT forT acceleratingT theT 

paceT exportsT butT itT isT alsoT anT importantT variableT 

thatT altersT theT levelT ofT GDPT ofT theT IndianT 

economy.T ItT canT complementT localT developmentalT 

effortsT byT boostingT exportT competitiveness,T 

generatingT employmentT andT strengtheningT theT skillT 

base,T improvingT technologicalT abilitiesT (transfer,T 

diffusion,T andT generationT ofT technology),T andT 

increasingT financialT resourcesT forT development.T 

ExportsT haveT emergedT asT aT strategicT instrumentT 

forT economicT andT socialT developmentT andT needT 

notT beT treatedT asT aT residualT activity.T ThereT isT 

anT imperativeT needT toT fine-tuneT FDIT policiesT andT 

incentivesT forT raisingT export-orientationT ofT foreignT 

investment.T IndiaT shouldT continueT toT takeT stepsT toT 

ensureT anT enablingT businessT environmentT toT 

improveT India'sT attractivenessT asT anT investmentT 

destination.T TheT governmentT hasT takenT severalT 

measuresT likeT fixingT timelinessT forT approvalsT andT 

streamliningT proceduresT toT improveT easeT ofT doingT 

businessT inT theT country,T 

andT attractT foreignT 

investments 

. 
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