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Abstract: Foreign Direct Investment (FDI) plays a critical role in the Indian financial system's rural sector.
In order to boost the notion of yields, FDI is allowed in the growing part. Since 2010, FDI inflows to the
agricultural sector of the Indian economy have increased significantly. Agriculture is regarded to be the
nation's foundation, and it employs 65 percent of the Indian population.

In this vein, the approaches are limited in terms of acquiring information on how agriculture affects people.
To alleviate poverty, the government has encouraged foreign direct investment (FDI) in the agricultural
sector, which is often regarded as the most effective means of overcoming despair and desire.

The enormous advances and advances paid by banks to ranchers have created an emergency in the
agricultural sector. The agrarian development has slowed as a result of the current trends in the horticulture
sector. FDI in the agricultural sector is one of the many paths to alleviating the problems of Indian farmers.
Country theory is critical for accelerating agricultural advancement, eliminating poverty and hunger, and
developing environmental sustainability. A logically point-by-point inquiry into FDI excitement for
agriculture is required. With regard to the Indian economy, both positive and negative effects should be
carefully examined.

It is a fundamental principle that capital course of action should occur at a faster pace in order to enhance
people's lifestyles and to engage those to utilise for sound and reflex improvements. This study aims to
evaluate the influence of FDI in India, specifically in the green sector, as well as the chances and
ambiguities encountered by the fraction in bringing in the black out budgetary masters in conjunction with
the administration's numerous activities. Suggestions and conclusions for future study will be made based on
the findings and outcomes.

Introduction

Foreign direct investment (FDI) is a long-term foreign capital movement with the goal of creating a
production or commercial investment in another country by purchasing a firm or expanding operations of an
existing business there. It contributes significantly to economic growth, technical advancement, and the
creation of new job possibilities in emerging countries. Mergers and acquisitions, the construction of new
facilities, the reinvestment of profits made from overseas activities, and intra-company loans are all
examples of FDI. In today's worldwide economy, FDI is one of the most important determinants of
economic development and a fundamental mechanism of capital flows. Both the host country and the
foreign investors benefit greatly from foreign investment. For the host nation, FDI contributes to the
expansion of business operations, increased exports, and employment, as well as the transfer of technology
and know-how, managerial skills, and the start-up of new businesses. or a speeding up of the country's
economic growth and development. According to some estimates, firm specific assets such as capital,
technology, technical, managerial, and human resource skills are rare and insufficient in the majority of
developing nations. No country is self-sufficient and self-reliant in today's increasingly competitive and
globalised globe. Most economists, development advocates, and specialists agree that faster growth and
industrialisation need both foreign capital and mobilisation of local resources.

India's economy is based on agriculture. India has the world's second-largest agricultural land, with 157.35
million hectares under cultivation. India is also one of the top fifteen exporters of agricultural goods in the
world.

With a growing population, globalisation, a quickly increasing economy, and higher demand, it's no surprise
that increased foreign investment in the agriculture industry will benefit India.
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Currently, 100% foreign direct investment (FDI) is permitted into India via the automatic method for the
following agricultural activities:

Floriculture, horticulture, apiculture, and the regulated growing of vegetables and mushrooms

Seed and planting material development and production

Under regulated conditions, animal husbandry (including dog breeding), fish farming, and aquaculture
Agriculture-related services and associated industries

Aside from these operations, foreign investments in the tea business, including tea plantations, are
authorised up to 100% via the government route.

Agriculture is a very appealing sector in India. Aside from traditional options, it offers investors other
chances throughout its value chain to engage in this valuable area. Farm management services, agricultural
supplies, logistical services (example: cold storage), and a variety of other fields are all fascinating.

Review of literature

Sonawane Shantaram Tarachand (2017) concluded in his paper "AT study on FDI in agriculture sector in
India" that the Union government should. T should work with the state government to develop policies in
this area. Which should be free from beaurocratic processes; out of use of laws and traditions; corruption
and non-transparency, then this will lead to fair production in economy. If we want quicker, more
sustainable and more equitable agricultural growth, we must pay close attention to all related activities. T
Sumit Saini's essay "Impact of FDI on Agriculture Sector in India: An Analytical Approach” Observed that
Floriculture,Horticulture,Apiculture, Cultivation of Vegetables & Mushrooms under controlled conditions,
Development and Production of seeds and planting material; and also in Services related to agro and allied
sectors.

Sonawane Shantaram Tarachand (2017) concluded in his paper "AT study on FDI in agriculture sector in
India" that the Union government should. T should work with the state government to develop policies in
this area. T which should be free from beaurocratic processes; out of use of laws and traditions; corruption
and non-transparency, then this will lead to fair production in economy. If we want quicker, more
sustainable and more equitable agricultural growth, we must pay close attention to all related activities. T
Summit Sinai’s essay "Impact of FDI on Agriculture Sector in India: An Analytical Approach" Observed
that Floriculture, Horticulture, Apiculture, Cultivation of Vegetables &T Mushrooms under controlled
condition, Development and Production of seeds and planting material; and also in Services related to agro
and allied sectors. India is a member of the World Trade Organization's General Assembly.Trade in Services
Agreement, which includesTwholesalin and retailing services have to be established.to foreign investment in
the retail trade sector

Objectives Of This Research
» To investigate the influence of foreign direct investment (FDI) on the agriculture industry, both in terms of
possibilities and problems.
* To research the advantages of the research
* To Analysis of FDI in India's agriculture sector
FDI has been proved to have a vital role in encouraging economic growth, boosting a country's technical
level, and creating new jobs in developing nations (Chaudhary, 2016).
Foreign investment is an important aspect of economic growth and development in the current situation,
when many nations are heading toward globalisation. Almost all developing countries' agriculture sectors
have experienced a spike in international investment in recent years (FAO, 2013).
India is an agricultural country that has made significant development in recent years. The importance of
agriculture in the Indian economy, as well as the need for more investment, is evident from its size.
According to the Land Use Statistics 2014-15, the country's overall geographical area is 328.7 million
hectares, with 140.1 million hectares of net sown land and 198.4 million hectares of gross cropped land
(Annual Report 2019-20, Agricoop). Wheat output in India is expected to reach a new high of 107.2 million
tonnes in 2020, according to the Food and Agriculture Organization (FAO). In 2019, the total grain output,
which includes wheat, paddy rice, and maize, is expected to reach a new high of 324.8 million tonnes.
India’s agricultural output is lower than that of other significant producing countries, despite its high levels
of production. In 2017, India's cereal yield (kg per hectare) was 3160.8, lower than many other developing
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and developed countries. Aside from low production and insufficient agro infrastructure in terms of
warehouses, the rural market forced farmers to sell their crops at a loss.
As a result, major improvements in agricultural performance and growth, as well as technical innovation and
efficiency, are necessary to enhance output. As a result, FDI plays a critical role in boosting agricultural
growth by bridging investment and technology gaps, which are mostly caused by a lack of income and credit
sources. For the following agricultural activities, 100 percent foreign direct investment (FDI) is currently
permitted through the automatic route into India (DIPP, 2017):

o Floriculture, horticulture, apiculture, and the regulated growing of vegetables and mushrooms

e Seed and planting material development and production

e Under regulated conditions, animal husbandry (including dog breeding), fish farming, and

aquaculture

e Agriculture-related services and associated industries.
In addition, for the following plantation industries, 100 percent FDI is permitted via the automatic route
entering India:

e Tea plantations are part of the tea industry.
Coffee Plantations
Plantations of Rubber
Plantations of Cardamom
Plantations of palm oil trees
Plantations of olive trees for olive oil.
The agricultural sector was only authorized 45 percent of foreign capital during the first part of the
liberalization strategy. In the second half of 2000, the administration began to improvise with its policies.
Later, the policy was changed to allow for 100% foreign direct investment via the automatic method (Invest
India, 2019).
Food processing sectors drew the most inflows in the last 20 years, accounting for 2% of overall inflows, as
seen in the table below. Although there was significant opposition to foreign investment in the food
processing sector at first, a historic liberalization in 2016 allowed 100 percent FDI under the Government
clearance route for retail trade of food goods made and/or produced in India, including through e-commerce.

Statement on sector-wise (Agriculture) FDI Equity Inflows from April 2000 to

March 2020

Amount of FDI Inflows Percentage of total

Sector

(in USD Million) inflows (%)
Food Processing Industries  9,980.75 212
Agriculture Services 2,164.72 0.46
Agricultural Machinery 574.48 0.12
Tea and Coffee (Processing &
Warehousing Coffee & 151.76 0.03
Rubber)

Source: Department for Promotion of Industry and Internal Trade (Government of India)

Despite many initiatives, however, FDI equity inflows into the agriculture industry (including food
processing) remain low (Table 1). The low level of FDI in the agriculture sector is due to a number of
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factors. Major problems in making Indian agriculture an appealing investment destination for foreign
investors include a large share of rain-fed agriculture, a lack of openness and consistency in FDI regulations,
infrastructural constraints, and regulatory impediments.

The latest agriculture sector regulations enacted by the parliament aim to liberalize commerce and expand
the number of customers. Deregulation, on the other hand, may not be enough to entice additional
purchasers. The bill's success will be contingent on well-developed rural markets, suitable storage facilities,
and other factors. This necessitates significant investment in the agricultural industry.

Opportunities and Challenges of Foreign Direct Investment in India's Agriculture Sector

The following are some of the approach’s beneficial outcomes:

» Allowing solitary interest in horticulture commerce is likely to provide adequate capital flow into the
provincial economy in a way that benefits all sectors of society, particularly ranchers and customers.

It will result in increases in rancher pay and rural development, as well as aid in the reduction of shopper
value inflation.

* Ranchers are compelled to sell their items at extremely low value because of lack of satisfactory
foundation offices and lack of legitimated storeroom ranchers are compelled to sell their items at extremely
low value which newt and then cannot covert their creation expensed. Ranchers are likely to sell their whole
herd in the near future.

* Since the influx of FDIT into the retail sector, Indian ranchers' quality standards and cost intensity would
surely rise. As a result, it indicates that FDIT in rural retailing has a positive impact.

This its reliant not this tot support that nation’s household fabricating industry, which outside retail
organizations must source into any event 30T percent of that products from small and miniaturized scaled
businesses.

» That basset ventured point of confinement hats bent set at US$T 100T millionth fort remotest
organizations out of which into any event 50% must be used to improved transportation dissemination
stockpiling and bundling offices and created homestead partnered foundation

Ranchers in India for quite a long time can be killed due to the FDI creativity, the idea of the broker, which
has ruled ranchers in India for quite a long timeT, can be killed and ranchers can now take full advantage of
their produce.

* Outside organizations are entrusted with making some helpful strides for the production of the store
network. T emote player passage, stockpiling, and refrigeration framework will all improve.

*To thrive, openings for work in parts, such as transportation, bundling, horticulture handling, and such like
are required. FDIT in the retail industry, according to the Indian government, is capable of creating over 4
million direct jobs and around 5 to 6 million aberrant jobs over a ten-year period.

The Impact of Foreign Direct Investment (FDI) On India's Agriculture Sector: Problems
The FDIT arrangement also comes with a lot of approach impediments:
1. Small retailers and owners of Pop and Mom stores may survive, as massive retailers such as WalMar and
Tesco are likely to squeeze out these small and smaller scale level retailers.
2. There may be work-related mishaps in the assembly phase. Despite the fact that the government has set a
limit of 30% sourcing of goods from the local market, the remaining 70% can be obtained from distant
markets.
3. The Indian retailers are unlikely to adapt to the growing rivalry from the outside retailers who are solid
and steady with better foundation and the executives' methodology. This might eventually lead to the
replacement of Indian retailers to a significant extent.
4. As foreign brands become more widely available, the customer's preference for universal brands may
have an impact on the country's own brands.
5. As indicated by non-government religion, FDIT will deplete a lot of profits to isolated nations, which
may have a negative impact on India’'s general economy.
6. At the moment, Wall bazaar is the only buyer, and it acts as a monopoly, giving ranchers the authority to
reduce the cost of their goods.
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7. While it is true that the FDI can provide job opportunities, it is also true that it cannot provide business
opportunities to semi-educated people. This contention gains importance because in India, enormous
quantities of semi-educated people are available.

8. Despite the fact that the government has decreed that 30 percent of all purchases must come from Indian
sources, this may erode over time.

The remaining 70% acquisition from less expensive nations will keep people running towards that stuff, and
the 30% supply from Indian small ventures will have their own demise, incapable to compete with low value
Chinese products.

FDI In Agriculture Sector Benefits
1. In India, the notion of contract farming will mature. Contract farming, as a concept, guarantees the
implementation of principles such as agro credit, insurance, and agricultural growth.
2. Strong demand: a large population and growing urban and rural wages are boosting interest, while
international interest is fueling the influx of horticulturists from India.
3. Attractive Opportunities: Interest in farming information sources and centralized administrations such as
warehousing and refrigerated storage is rapidly growing in India.
4. Policy Support: Programs like as the Paramparagat Kvishikas Yojana aid in the creation of natural
bunches and provide ranchers with substance-free donations.
5. The Indian government is also aiming for a two-fold increase in rancher pay by 2022.
6. Competitive Advantage: Large swaths of agricultural land, as well as a variety of agro-climatic
conditions, enable the production of a variety of crops.
7. Small farmers and agricultural labourers would be much more motivated to join cooperatives that would
allow for land computerization and multiple cropping, both of which were unlikely to cause practical
difficulties.
8. The Indian food processing industry is maturing. As recommended in the 12th FYP, food processing has
been given special consideration, allowing farmers to participate in the food processing business.
FROM APRIL 2000 TO MARCH 2019, STATEMENT ON SECTOR-WISE FDI EQUITY INFLOWS

5. Sector Aamount Yoapge of Sector wise
oy of FID Total Percentage
Inflows [n flonars
(In Bs
Crore)
1 Apriculture 111262 111262 46 33%%
Sectors = =
2 Sugar 127672 12403 5.31%%
3 Wepgetable 5253 48 176564 21_EBE%
(hls and =
Wanaspati
4 Fertilizers 3B47T.09 215035 1 G 02%%
7
5 Acpricultural 2512 63 24016 2 15 77
machinery
TOTAL Z24016.2

The Agriculture Sectors have the biggest amount of FDI inflows, as seen in Table 3. The Agriculture Sector
has seen an upsurge in FDI inflows every year.
FROM APRIL 2000 TO MARCH 2019, STATEMENT ON FDI EQUITY IN FLOWS BY SECTOR
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Conclusion

India has a sizable buyer base, making it an excellent location for swapping its free outside exchanging
technique. Use countries to provide innovation and a solid foundation to India's culture, but management
should be within our reach. Acquiring general capacity and generally advancing limitations is as important
as getting cash for swiftly developing economies like India. Outside of direct adventure, extended trade
between states operates. Aside from distinct zones, India's government is continually working to make
agriculture a potential hypothesis component for all stakeholders.

The administration was enthusiastic about increasing ranchers' income by 2022, according to the Monetary
Survey, for which it has launched a few new activities ranging from seed to promotion.
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