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Abstract: 

Foreign Direct Investment (FDI) has emerged as a significant driver of economic growth, especially in 

developing economies. This paper explores the influence of FDI inflows on local industries and employment 

generation, with a focus on both positive spillovers such as technology transfer, skill development, and 

infrastructure creation, and negative impacts such as crowding out of domestic enterprises. Using both secondary 

data and survey methods, the study examines the relationship between FDI inflows and employment levels, 

highlighting sectoral variations. The findings suggest that while FDI enhances job creation and industrial 

modernization, it may also lead to market dominance by multinational corporations, affecting small and medium 

enterprises (SMEs). 
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1.1 Introduction 

Foreign Direct Investment has become a cornerstone of globalization and international business. For developing 

countries like India, FDI brings capital inflows, advanced technology, managerial skills, and global market 

access. However, the local industries often face competition from foreign enterprises. Employment opportunities 

created through FDI can be both direct (new jobs in foreign firms) and indirect (growth of supplier industries). 

This dual nature makes FDI a critical area of research in assessing its long-term impact on local economies. 

1.2 Objectives 

1. To analyze the trend of FDI inflows and its sectoral distribution. 

2. To examine the impact of FDI on local industries in terms of competitiveness and growth. 
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3. To study the role of FDI in employment generation. 

4. To identify challenges faced by domestic industries due to FDI. 

5. To provide suggestions for balancing FDI and local industry growth. 

1.3 Statement of the Problem 

While FDI is generally perceived as beneficial, its uneven impact on local industries raises concerns. 

Multinational corporations may dominate the market, reducing the survival chances of local firms. At the same 

time, job creation through FDI may not always align with sustainable employment opportunities, leading to 

underemployment or skill mismatches. Hence, there is a need to critically evaluate whether FDI acts as a 

complement or competitor to local industries. 

1.4 Review of Literature 

1. Dunning (1993) emphasized the OLI (Ownership, Location, Internalization) paradigm in 

explaining FDI motivations. 

2. Borensztein et al. (1998) found that FDI contributes significantly to economic growth if the host 

country has adequate human capital. 

3. Nayyar (2008) highlighted that FDI inflows in India boosted services and manufacturing sectors 

but created dependency on foreign firms. 

4. UNCTAD World Investment Report (2022) suggested that FDI is a key source of global job 

creation but warns of regional inequalities. 

1.5 Research Methodology 

• Nature of Study: Descriptive and Analytical. 

• Data Sources: 

Primary: Survey of 100 employees and 50 SMEs in FDI-dominated sectors (e.g., automobiles, IT, 

retail). 

                  Secondary: RBI, UNCTAD, World Bank, Ministry of Commerce reports. 

• Period of Study: 2015–2024 (10 years). 

• Scope: Focus on India’s manufacturing and service sectors. 

1.6 Sampling Techniques 

• Sampling Method: Stratified random sampling. 
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• Sample Size: 150 respondents (100 employees, 50 SME owners). 

• Strata Considered: Sector (manufacturing, IT, retail), company size, region. 

1.7 Tools and Techniques 

• Statistical Tools: 

o Percentage Analysis 

o Chi-square Test (relationship between FDI inflows and employment levels) 

o Regression Analysis (impact of FDI on SME growth) 

• Qualitative Tools: SWOT Analysis of local industries facing FDI inflows. 

1.8 Table (Sample Representation) 

Year 
FDI Inflows (USD 

Billion) 

Employment Generated 

(Million Jobs) 
Growth in SMEs (%) 

2015 44.0 1.2 4.1 

2017 60.9 1.6 3.8 

2019 50.0 1.5 3.2 

2021 64.0 2.0 2.9 

2023 71.0 2.3 3.5 

1.9 Findings 

1. FDI inflows in India are concentrated in service, IT, and automobile sectors. 

2. Employment generation is significant in large MNCs but indirect benefits to SMEs vary. 

3. Local industries report both opportunities (technology adoption, export linkages) and threats 

(price competition, loss of market share). 

4. Employee surveys suggest FDI firms provide better wages and training but job security is lower. 

1.10 Suggestions 

1. Government should encourage FDI in labor-intensive industries to maximize employment. 

2. Policy support is needed for SMEs to integrate into global supply chains. 

http://www.ijsrem.com/


          International Journal of Scientific Research in Engineering and Management (IJSREM) 

                          Volume: 09 Issue: 08 | Aug - 2025                               SJIF Rating: 8.586                                         ISSN: 2582-3930                                                                                                                                               

  

© 2025, IJSREM      | www.ijsrem.com                                                                                                                          |        Page 4 
 

3. Skill development programs should align with MNC requirements to reduce job mismatch. 

4. Balanced regional distribution of FDI should be promoted. 

5. Strengthen regulations to prevent monopolistic practices by foreign firms. 

1.11 Conclusion 

FDI plays a dual role in the host economy. While it boosts industrial modernization and employment, it also 

creates competitive pressures for local firms. For sustainable development, policies must ensure that FDI 

complements rather than replaces domestic industries. The challenge lies in balancing global capital inflows 

with national economic interests. 

References 

1. Dunning, J. H. (1993). Multinational Enterprises and the Global Economy. Addison-Wesley. 

2. Borensztein, E., De Gregorio, J., & Lee, J. W. (1998). “How does FDI affect economic growth?” 

Journal of International Economics. 

3. Nayyar, D. (2008). Globalization and Development: A Handbook of New Perspectives. Oxford 

University Press. 

4. UNCTAD (2022). World Investment Report. United Nations. 

5. RBI (2023). Handbook of Statistics on Indian Economy. 

 

http://www.ijsrem.com/

