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Abstract 

 After adopting the 1991 economic policy and globalization makes India a business hub, for 

all the multinational enterprises to come and establish their organization within the country. 

These however are very important to develop the strategy so the more enterprises will tend to do 

more business and by which our country will grow economically and technically. New 

companies also create new jobs so that the local people will get benefited and the income per 

head will increase. However, it develops capital formation and increases the level of foreign 

direct investment. Countries' Gross Domestic Product is also influenced by these. The number of 

multinational enterprises is rapidly increasing in the country, due to some reasons behind it, such 

as the availability of natural resources, the huge availability of labor resources in less investment, 

open market operation, and huge demand in the market as the population is very high. That’s 

why this type of huge market attracts many MNCs to our country to establish their branches and 

spread their influence to make a profit.  In this paper, these factors and more factors are 

discussed.  
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Introduction 

Multi-national companies or enterprises refer to the large size companies which have 

headquarters in their capital or home country, and they have many branches in the other 

countries. The home country is otherwise known as the host country and others are partner 

countries (Dunning., et al 2008).  These multi-national companies are partnered with Indian-

origin companies in order to get the country's market. However, there are so many examples of 

multinational companies collaborating with Indian-originated companies such as Maruti Suzuki, 

Hero Honda, etc. It is the consequences of globalization that make it possible to establish 

business organizations in different nations (Meyer., et al 2004). In the year 1991 when Dr. Man 

Mohan Singh the former prime minister of independent India had decided to take the step of 

liberalization, from then the country adopted globalization. By this several multinational 

enterprises had entered and started doing business. These organizations have a very great role in 

increasing the level of foreign direct investment in India. At the same time, the establishment of 

Multinational enterprises is truly helpful in the field of employment, poverty, and skill 

development among the citizens. 

Multinational Corporation and their contribution to country's economy 

However multi-national companies have a remarkable role in the Indian economy and 

India has become a business hub for the companies especially of Japan, the U.S.A, the U.K, 

France, Germany, South Korea, and many more. Adoption of globalization and privatization are 

the two keys that help to grow.  
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As there are a huge number of multinational companies in the country, they have a 

significant role in influencing the Indian economy. Here are some points which are discussed.  

1. It promotes the foreign direct investment so-called F.D.I. Without the help of external 

organizations, there is very little chance to grow the country's Gross Domestic Product. The 

multi-national Corporations however fill the gap between foreign direct investment and external 

capital(Young., et al 1994).  As the Corporations have been investing in the country and they are 

export-oriented also so there is a high chance to grow employment. For example, Suzuki does 

invest in Maruti to produce cars which ultimately creates an employment facility. On the other 

hand, the final products go outside of the country which increases foreign direct investment. 

2. The other most vital feature is the transformation of technology. Obviously, when the 

multinational enterprises of developed nations are established in India , the evolution of 

technology will happen. So this will bring the Indian workers to be more acquainted with new 

technology and there is a high chance of development of Research and Development. 

3. These private Multinational enterprises sometimes get a partner with the government to invest 

money in welfare or infrastructure. This will increase GDP as infrastructure development is like 

the development of the backbone of the country. 
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Source - https://www.wallstreetmojo.com/multinational-company/?hcb=1 

Challenges and obstacles in establishing and controlling multinational enterprises in India 

Though there are many features and advantages of establishing multinational enterprises 

in India yet there are some hindrances that occur at the time of establishing or at the time of 

regulating. However, it is a common fact that one needs to know about the Indian culture and 

tradition in order to get involved with the citizens (Aoyama., et al 2012). Besides that, if it is a 

matter of business, then the price of the commodity or service must be reasonable and easy to 

access. Here are some points which are discussed about the obstacles of multinational 

companies. 

1. The foremost and important problem which the multinational enterprises are faced with is to 

find out the perfect place to establish. Normally the foreign companies don't want to invest in 

construction, rather they would like to have a building that is under construction so that their 
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expenditure will be low (Pradhan., et al 2012). But sometimes conflicts happen in those areas. In 

some areas, foreign companies choose the places where very poor people live. They don't 

understand the feelings of the poor people and force them to leave their houses.  

2. Recruitment is one of the challenges for multinational enterprises. As India is the second-

largest populous country after China among the other countries of the world so the number of 

labor is very high. The recruitment team has to face difficulty at the time of giving a job because 

they need only technologically developed candidates. 

3. In a country like India the people prefer to buy the cheaper item, so they are in other words are 

price centric. These western and foreign multinational companies have to face difficulty in 

determining the price of the commodity at a competitive price. 

Literature Review 

According to the views of Som (2005), foreign companies prefer India to set up their 

business due to market diversity. The country has the potential to provide a profitable interest to 

the MNE. The main reason foreign companies choose India over other countries is the growing 

economy and investment policies. MNE earns a higher profit than that of Indian companies and 

even the return rate is higher in India than the global average. Some of the successful MNEs 

running in India are Microsoft,  Coca-Cola,  Nestle, Posco, etc. 

Balaji (2011) suggests that foreign companies are highly interested in commencing business in 

India. They have to undergo numerous challenges for successfully establishing their business in 

the nation.  
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The MNE faces a lot of struggle in setting up the business (Jaffe et al. 2005). The legal 

procedures take quite a long to provide a license for the business commencement. Along with 

that collaborating with local and regional businesses for soft infrastructure is not an easy task. In 

India, foreign companies are not allowed to open liaison offices. However, they can have a 

branch office but cannot hold manufacturing units. The tax charges are higher in India. 

Corruption also makes the MNE survive in Indian Markets.       

 

Apart from these, MNE prefer India for the following reasons- 

● Raw materials availability reduces the two-way shipping charges for the MNEs 

● India being a developing economy has a less competitive marketplace than the developed 

nations. 

● Production costs are lower due to currency depreciation.  

● Diversified Market. 

 

As per the views of  Srivastav (2003), India is in the 5th position of FDI recipients. The UN 

conference on trade and show states that the nation has FDI around $ 80000 approximately in the 

present times. India has the highest FDI flow into the nation. More numbers of MNE are 

targeting to enter into India. 

According to the views of Vyas (2015),  MNE selecting Indian location for the business 

commencement needs to answer why they want to do business in India? and the investment 

requirements as well as an estimated date for having a sustainable presence in India.  Choosing 
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India on the basis of location would provide the raw materials,  low cost, and skilled labor as 

well as a less competitive marketplace. MNE solves the unemployment rates in India.  

The views of Park (2011), present how life gets shattered,  economy gets affected after 

the MNE Posco established in Odisha had to exit. It has contributed to higher FDI into India 

back in 2005. 

According to the views of Siddhartha (2005), the main reason behind MNE choosing 

India is the control they have in the market over Indian products. Lack of technological 

advancement in Indian industries makes the cost of production higher whereas Foreign 

companies have the latest technology and low-cost production. The sales tax is less in other 

Nations than compared to India. Thus Indian companies have to pay taxes that get added to the 

cost of the product. The import duties even added costs to the production making the products 

expensive.  People always prefer quality and quantity.  Thus they prefer more foreign goods over 

Indian goods. 

 

Research Objectives  

● To Study Growth and Criticism of MNE India. 

● To find Role of MNE in influencing FDI inflow to Indian Economy.  

● To understand factors influence the location for a Multinational Enterprise to start up 

their business especially in India. 

● To Study the control of foreign MNE in Indian markets and how it impacted the Indian 

products 
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Research Gap 

The research gap contains the topics that were not addressed in the previous research.  

The research gap is the essential step in the research paper as it helps the researcher to locate 

what possible areas the other researcher has missed that would make this research unique and 

useful for the future.  Research is the process to reestablish something again in a unique way or 

establish something new with scientific evidence that could get generalized and applicable 

sources. Here, after doing vigorous research, the researcher found few records or less research 

work on factors influencing the location for establishing  MNE in India and what impact the 

foreign products have on the Indian market, and why people prefer more of these products. 

Research Question 

Q. What are the factors determining the location and control of multinational enterprises in 

India? 

Research Method and Design 

The research methodology is an integral part of the entire research project as it enables 

the researcher to find out how they will conduct the research (Baker., et al 2010).  It solves the 

what, why, and how about the research topic.  The research methodology begins with the 

researcher addressing the research paradigm, which constitutes previously collected ideas, beliefs 

of another researcher on the research topic through reviewing the literature and highlights the 

research objectives to get into the extensive research over the research problem.  The methods 

also include what processes are to be followed for data collection and data analysis. The social 
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science research works are conducted through observational methods because it saves the time of 

the researcher as well as the researcher indirectly observes the things that might get ignored if 

directly collected. The researcher has collected information about the MNE present in India 

(Rajani., et al 2016). 

Research Design is the blueprint of the research tools and techniques to be used by the 

researcher in the research.  Here the researcher has undertaken qualitative observational methods 

to observe all the textual information (Durrheim., et al 2010). The factors influencing the 

Geographical condition for MNE in India could be interpreted through descriptive or explanatory 

methods rather than numerical attributes. Thus qualitative research design is suitable here. The 

qualitative research design helps the researcher to provide insight about the location-check that 

would help the MNE to run their business. India being a developing country and rich in 

resources MNE are highly interested in business opportunities.  The qualitative design enables 

the researcher to get deeper into MNE in India and locations factors influencing the business 

(Creswell., et al 2002). Thus the researcher would understand in-depth the research topic and 

could easily interpret the findings and recommendations at the end.   Therefore the social science 

researches are mostly conducted qualitatively- provides ideas about social interests, interactions, 

and processes. 

Research Approach- 

The research approach includes a brief of the data collection methods, data analysis 

processes.  Basically, the approach is based on two principles- the way the data is collected in the 

research and the way it is analyzed by the researcher (Lervik., et al 2006).  Here the researcher 
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collects the information from various journals and articles- the secondary data sources and for 

data analysis the descriptive analysis method is undertaken to summarize the information 

gathered. The research approach helps the researcher to measure the research objectives, select 

suitable methods, and interpret information for final recommendations. Thus it serves as 

guidelines for the research paper. 

Data Collection  

Research is generally conducted to prove something in a logical manner and proof basis. 

Whether it is done qualitatively or quantitatively- it tends to generalize in the end regarding the 

research objectives or hypothesis taken by the researcher. Thus to support that information is 

gathered either by direct source or by indirect source (Meyer., et al 2011). Therefore data 

collection is the process of collecting data for the research.  It has two types- primary data 

collection methods and secondary data collection methods. In this research, the researcher has 

used the secondary data collection method to collect information regarding the MNE present in 

India. As it is a part of social science research the secondary data collection method would 

provide justice for the work. 

Data Analysis 

In research data analysis is the process to evaluate the data to derive meaningful 

conclusions from it.  It is the process to filter useful information from the collected data. The 

researcher uses data analysis tools for processing the data. The nature of data or the process of 

data collection determines which method to be used in the analysis.  If the data is collected 
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through Quantitative terms then the researcher would go for the Quantitative analysis method 

and in the case of qualitative data, the researcher used the Qualitative analysis method to gather 

meaningful inferences discussed in detail in the findings section.  Here the researcher uses the 

qualitative research analysis methods to derive factors that influence the location of MNE in 

India (Siger, 2012).  Out of all the data collected only 25 relevant articles were chosen by the 

researcher that would be helpful in this research. The foreign companies are highly interested in 

establishing their business operations in developing nations like India, as India is rich in 

resources it would provide raw materials easily to the MNE. Along with that, shipping charges 

are also saved when MNE sets up their business here, as they do not have to import raw 

materials and then export them ( Bazley, 2013 ). India's economy is in the developing process,  

hence the competition here is less.  As well as the currency value is less, thus investing capital by 

MNE is not a tough thing.  The researcher analyzes the MNE faces a lot many challenges while 

operating in India.  They have to wait longer for legal approval and Corruption is one of the 

leading factors.  In 2005 the South Korean company Posco had to shut down completely, 

breaking so many hopes due to the project failures. Posco had to protest against the land 

acquisition of Mayurbhanj (Odisha) villagers' fertile land ( Mathew et al., 2008). The protest was 

so serious that it had to finally all its interests and return without even starting the project.  Even 

the Korean company faced regulatory problems, thus after 12 years of struggle it officially 

handed over the land to the Government and left India. 
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Factors influencing the foreign industries-  

In India however, there are so many factors that are responsible for the establishment of 

multinational enterprises in India. Among them, some factors are easy to solve and some are 

difficult to resolve. The factors are like, 

 

Highly improved and effective domestic market-  

As per the report of foreign direct investment, India has a good level of the domestic 

market which ultimately attracts other multinational enterprises as there is a high demand within 

the country. 

 

Cost competitiveness in the market-  

India is a manufacturing leading country which is a very positive point to attract foreign 

enterprises as there is the low cost of production (Muringaseril., et al 2007). 

 

Highly improved workforce-  

Ads there is a high quality of the domestic market, so the multinational enterprises have 

found it a very good place for a 21% manufacturing sector for a global market. 

 

High rate of Production-  

As there is a high rate of demand, so the production level is also very high, the companies 

are eager to produce more and more in the country. 

 

http://www.skirec.org/


 

Asia Pacific Journal of Research in Business Management 
Vol. 8, Issue 2,  February 2017  Impact Factor: 5.16, ISSN: (2229-4104) 
www.skirec.org Email Id: skirec.org@gmail.com 

 

 
 

An International Double-Blind, Peer Reviewed, Refereed Open Access Journal - Included in the International Indexing 
Directories 
 
 

Page 112 

Location-related to manufacturing facilities- 

The foreign investors are very interested to invest in companies by foreign enterprises as 

in India it is easy to maintain the performance in the long term. 

 

Government Facility-  

In India, the government has given several facilities regarding the ease of doing business. 

For example, the Gujarat government and Maharashtra government have given several incentives 

for the establishment of factories and industries for foreign investors. They have also declared to 

give a low-interest rate facility with a discount on bills.  

 

Reasons behind the growth of MNCs in India 

● MNC's process of production is a great carrier for profit optimization for a country like 

India. This is the main reason why MNCs are appreciated by the Indian Government. 

● MNCs are building a very good bridge between the countries So the export-import 

facility is very good (Björkman., et al 2008). 

● MNCs are doing direct investment despite granting a license to a foreign company, 

though sometimes it creates security problems and promotes ease of doing business.  

● Multinational companies are creating a great market for capital formation at the 

international level.  
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Findings 

The foreign capital formation and the inflow of foreign direct investment in the country 

are the main opportunities for the establishment of foreign multinational companies in India. 

India is a developing nation in the world yet it has so many facilities and opportunities for 

multinational enterprises to welcome them in the country for the establishment of the business. 

However, after 1991 the foreign policy India has adopted was liberalization and globalization in 

the economy. By doing this, the ease of doing business has become a little bit cheaper for 

multinational companies. Numerous organizations have started their business in India after 1991 

and the number of business enterprises has been increasing day by day and year by year. Here 

are some examples and reasons why multinational enterprises are interested in establishing their 

business in India. 

● India has been growing its infrastructural gap which enables it to promote ease of doing 

business. Bharatmala is an example of it in this project so many parts of the country and 

cities and highways are connected to each other so that the transport facility can be easier. 

● In a state like Uttar Pradesh, the population is the most. Countries like Brazil, USA and 

Argentina are interested in establishing their business due to its natural resources 

facilities and infrastructural development. 

● The Central board of direct tax has permitted site visit which is an electronically 

developed and advanced website which is especially for multinational enterprises to 

operate agreements on an online basis. It saves time and money and they can start the 

business as soon as possible. 
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● In order to boost investment and to promote domestic production, the government has 

introduced various facilities in the underdeveloped states like Odisha, Manipur, Assam. 

Control of MNCs in India 

According to ICMR the control of MNC in India are generally in three types: strategic , 

organizational and operational. Three strategies work with one another. How a Multinational 

Enterprise’s isis only depend on globalization which maybe these all strategies work on a team 

basis and as a result packages determine the control of MNC in India (Gatignon., et al 1988). 

 

Conclusion 

As per the discussion of the research paper, the Multinational enterprises have no doubt 

have big support in developing the Gross Domestic Product of the country. Though India is a 

developing country, the market of India is quite large in comparison to the developed nations. So 

these enterprises are very much interested in investing and establishing a business here. 

However, there is a positive relationship between foreign direct investment and Gross Domestic 

Product as whenever the FDI rises GDP also rises. However, in India, the viewpoint of 

multinational companies is quite different from other countries. Here some citizens are still 

backward, and if the company wants to capture the market it needs to get involved and know the 

cultural perspective of Indian people. Though India has adopted a liberalization policy yet the 

mentality of people has not changed much. So the enterprises have to adjust and strategy as per 

the demand of the Indian customers.  
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The companies should study the recent criteria as well as recent studies and then make 

managing plans as per the statistical data. Then the government can also take some responsibility 

to make people understand why the establishment of multinational; companies is beneficial for a 

developing country like India. It can develop the employment of the country, then it increases the 

level of technology among the employers. Cultural transformation can also be possible which 

helps to mold the mentality of the country’s people and people will accept the concept of unity in 

diversity. Resource allocation and optimum utilization of those were also possible. However, 

most importantly the Foreign Direct Investment will increase, and that will be very good for any 

country to take a position in the international economy. Moreover, multinational enterprises are 

capable of making opportunities for the competitive world. So the government should take 

initiatives and action plans to make the country a place of ease of doing business to attract the 

multinational countries.  
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