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ABSTRACT 

 

FDI plays important role for both the countries prosperity. The prospects for 

increase in inward flows are promising for both India and China assuming that they 

want to accord FDI has a role in their development process. China has more flexible 

labour laws, a better labour climate and better entry and exit procedures for 

business, it adds. In Budget 2012, India has taken few major steps to further be in 

competition with china for being attractive hub for FDI investment. India has to take 

some major steps to be in competition for being futuristic. 

 

This Study will be based on secondary data, which will study the present scenario of 

both the Countries in teams of competencies in different market & I will be able to 

draw a conclusion on the guideline of how India can compete on the market to 

remain as a attractive place on FDI investment in comparison of biggest giant 

competitor china. 
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______________________________________________________________________________ 

 

INTRODUCTION 

FDI plays important role for both the countries prosperity. The prospects for increase in inward 

flows are promising for both India and China assuming that they want to accord FDI has a role in 

their development process. China has more flexible labour laws, a better labour climate and 

better entry and exit procedures for business, it adds. In Budget 2012, India has taken few major 

steps to further be in competition with china for being attractive hub for FDI investment. India 

has to take some major steps to be in competition for being futuristic. 

 

  



IJMMR                           Volume 3, Issue 4 (April, 2012)                   ISSN 2229-6883 
 

Sri Krishna International Research & Educational Consortium 
http://www.skirec.com 

 - 31 - 

OBJECTIVE 

 Comparative Studies on Indian & Chinese market on economical Parameter  

 FDI patterns  in both the countries 

 Situational analysis for both the countries to act as  rivals or competitors 

INTRODUCTION 

Foreign Direct Investment (FDI) is normally defined as a form of investment made in order to 

gain unwavering and long-lasting interest in enterprises that are operated outside of the economy 

of the shareholder/ depositor. In FDI, there is a parent enterprise and a foreign associate, which 

unites to form a Multinational Corporation (MNC). In order to be deemed as a FDI, the 

investment must give the parent enterprise power and control over its foreign affiliate.  

FOREIGN DIRECT INVESTMENT IN CHINA 

Starting from a baseline of less than $19 billion just 20 years ago, FDI in China has grown to 

over $300 billion in the first 10 years. China has continued its massive growth and is the leader 

among all developing nations in terms of FDI. Even though there was a slight dip in FDI in 2009 

as a result of the global slowdown, 2010 has again seen investments increase. Foreign direct 

investment (FDI) has played a major role in China's push toward a market-oriented economy. 

Recent inflows account for 40 percent of combined flows of FDI to all developing countries, 

making China the biggest developing country FDI recipient. 

Foreign Direct Investment in China in 2010 Rises to Record $105.7 Billion 

FOREIGN DIRECT INVESTMENT IN INDIA 

FDI rose by an impressive 56 per cent to US$ 2.53 billion in November 2011. The cumulative 

flows of for April-November 2011 aggregated to US$ 22.83 billion, exceeding the total FDI of 

US$ 19.43 billion for 2010-11 fiscal.  

Recently, the Government has approved 20 FDI proposals worth Rs 1,935.24 crore (US$ 384.5 

million). The approved major investments that were consulted with Foreign Investment 

Promotion Board (FIPB) as well. 

FOREIGN DIRECT INVESTMENT IN INDIA 

In India, Foreign Direct Investment Policy allows for investment only in case of the following 

form of investments: 

 Through financial alliance  

 Through joint schemes and technical alliance  

 Through capital markets, via Euro issues  

http://en.wikipedia.org/wiki/Baseline
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 Through private placements or preferential allotments  

Some emerging markets have been leaders in the world and have grown at a higher rate 

benefiting from higher Foreign Direct Investments (FDI) by Trans National Corporations 

(TNCs) and some have been laggards and have not able to attract as much FDI and grow that 

efficiently. 

FOREIGN DIRECT INVESTMENT IN CHINA 

China's absorption of foreign investment is an important content of China's fundamental 

principle of opening up to the outside world, and also an important component of Deng Xiaoping 

Theory, and is one of the great practices of building up socialist economy with Chinese 

characteristics. 

The foreign investments are basically divided into direct investment and other means of 

investment. The direct investment, which is widely adopted, includes Sino-foreign joint ventures, 

joint exploitation and exclusively foreign-owned enterprises, foreign-funded share-holding 

companies and joint development. The other means of investment includes compensation trade 

and processing and assembling. 

1. SINO-FOREIGN JOINT VENTURES: Sino-foreign joint ventures are also known as share-

holding corporations.  

2. COOPERATIVE BUSINESSES: Cooperative business is also called contractual cooperation 

businesses.  

3. EXCLUSIVELY FOREIGN: Owned enterprises:Exclusively foreign-owned enterprises, 

which are totally invested by foreign party in China by foreign companies, enterprises, other 

economic organizations and individuals in accordance with laws of China.  

4.JOINT EXPLOITATION: Joint exploitation is the abbreviation of maritime and overland oil 

joint exploitation.  

5.FOREIGN: funded share-holding companies Foreign companies, enterprises, other economic 

organizations and individuals can form foreign funded share-holding companies in China with 

Chinese companies, enterprises, and other economic organizations.  

INDIAN GOVERNMENT INITIATIVE 

This is the initiative by Finance minister of India (Mr. Pranab Mukherjee)  on foreign direct 

investment in the Budget 2012 document.   

“Organized retail helps in reducing cost of intermediation due to economies of scale, benefiting 

both consumers and producers. At present, FDI in single brand and in cash and carry wholesale 

trade is permitted to the extent of 100 per cent. The decision in respect of allowing FDI in multi-
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brand retail trade up to 51 per cent, subject to compliance with specified conditions, has been 

held in abeyance. Efforts are on to arrive at a broad based consensus in consultation with the 

State Governments. “ 

COMPARISON INDIA WITH CHINA BASED ON SECONDARY DATE 

 

FORECASTING GLOBALLY 

 China has done much better than India for a variety of reasons including opening up its economy 

in 1979 much earlier than India did in 1990s and the Chinese overseas workers contributing 

much more than Indians. 

 China, it says, has "more business-oriented" and more FDI-friendly policies than India and 

Beijing's FDI procedures are easier and decisions taken rapidly.  

 China has more flexible labour laws, a better labour climate and better entry and exit procedures 

for business, it adds. 

 Overseas Indians are fewer, more of a professional group and, unlike the Chinese, often lack the 

family networks and connections and financial resources to invest in India. 

 China's total and per capita GDP are higher, making it more attractive for market-seeking FDI. 
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 Its higher literacy and education rates suggest that its labour is more skilled, making it more 

attractive to efficiency-seeking investors. Besides, it has large natural resources endowment and 

its physical infrastructure is more competitive, particularly in coastal areas, the report adds. 

 For India, most went to services, electronic and computer industries. So far as information 

technology is concerned, India specializes in IT services, call centers, business back office 

operations but China has become a key center for hardware design and manufacturing of several 

major corporations. 

 The two countries focused on different types of FDI and pursued different industrial strategies. 

India long followed an import substitution policy and relied on domestic resource mobilization 

and domestic firms, encouraging FDI only in higher technology activities. 

ADVANTAGES FOR INDIA OVER OTHER 

 Demographic contrasts between China and India will become more pronounced in the coming 

decades, and these differences hold implications for the countries’ relative economic prospects. 

China’s population is larger than India’s, but India’s population is expected to surpass China’s 

by 2025. China’s population is older than India’s and beginning to age rapidly, which may 

constrain economic growth, whereas an increasing percentage of India’s population will consist 

of working-age people through 2030, giving India an important demographic advantage. How 

much these demographic changes affect economic growth will depend on several other factors, 

including the infrastructure, education system, and health care systems in each country and how 

well each country integrates women into its workforce. 

ADVANTAGES FOR CHINA OVER OTHER 

 China already enjoyed a powerful advantage in manufacturing 

 China’s very strong and effective state machinery has been an effective tool for mobilizing 

resources for modernization 

 Great advantage is the legacy of land reform 

 China advantage is deep-rooted nationalism. 

CONCLUSION 

China and India are good candidates for relocation of labor-intensive activities by transnational 

corporations, a major factor in the growth of Chinese exports. In India relocation has been 

primarily in services, notably information and communication technology. Almost all major US 

and European information technology firms have presence in the country, mostly in Metros. 

There are a number of factors that has made China a better economy than India. China from the 

very beginning enjoyed a planned economic model which made it stronger. India & China are 

sharing common interest areas where they are competitors for different sector’s to attract FDI. If 

the business providers are choosing between these two countries, they act as a rival. If the 
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Business provider’s (US, European etc) decide on the percentage share of the business to be 

given to they (world’s biggest attractive countries) then they are competitors. Therefore India & 

China are rivals & competitors depending upon the business scenario.  
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