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Introduction 

During last 25 to 30 years, there has been a colossal development in worldwide Foreign Direct 

Investment. In 1980 the all out supply of it approached just 6.6 percent of world GDP, while in 

2003 the offer had expanded to nearly 23%. This emotional improvement has occurred at the 

same time with a significant development in global exchange. The development in worldwide 

progressions of products and capital suggests that topographically far off pieces of the worldwide 

economy are turning out to be progressively interconnected as monetary movement is reached out 

across limits. Foreign Direct Investment increases the communication between states, areas and 

firms. Develops worldwide progression of portfolio and direct speculation, global exchange, data 

and relocation are portions of this interaction. The enormous expansion in the volume of 

investment during the twenty years gives serious areas of strength to explore on this peculiarity. 

KEYWORDS 
Small and Medium 

Enterprises, Foreign 

Direct Investment, 

Improvement 

 

ABSTRACT:  

   It hushes up clear that Foreign Direct Investment (FDI) plays a critical part on SMEs 

area which contributes the biggest piece of financial development of the country. 

Telangana agrees more than 10% of India's SMEs area of which Hyderabad contributes 

for the income of SMEs sends out in Telangana. The current review entitled Influence of 

Foreign Direct Investment in Improving the Position of Small and Medium Enterprises in 

Telangana was embraced to know cost and returns, Business productivity, maker share in 

customer rupee and issues in SMEs area Execution. The review has been attempted in 

Telangana State. SMEs administrations are profoundly valued which represents around 

0.7 percent of the absolute world nature of administrations. Among all the SMEs 

specialist co-ops Telangana possesses the top spot for the characteristics of 

administrations, gloss, consistency, precision and class. Subsequently this study can 

contribute a lot of in every one of the areas of Creation and its promoting too. The FDI 

focus or inflow can really impact the presentation and creation of Programming 

administrations can tackle their monetary issues and improve their living in an 

independent and confident manner. 

Reason - the inspiration driving this study is to find the impacts of Unfamiliar Direct 

Speculation and Execution of data innovation in Telangana, especially while the entire 

world is defying outrageous money related crisis and item conveyance expects a basic 

part. 

 Data/Plan/Philosophy/Approach - The data assembled and treated suitably by using 

quantifiable gadgets. 

Disclosures - Foreign Direct Investment and Execution of SMEs is perfect yet 

theoretically, in every practical sense, it requires huge exercises. 

Innovativeness/Worth - The assessment was driven recalling the investigation ethics, and 

seen that data assembled is genuine and authentic. 
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This exploration researches various parts of investment at the full scale financial evil involving 

total information on investment. The decision of exploration points has been made to consider the 

chance of finding results that can give information about the idea of investment that might be 

useful to strategy creators of both home and host countries to take fitting choices. Telangana on 

the south bank of India is a significant State having geological area of 1, 96,024 sqkm and 

populace of 3.81 crore according to 2021 enumeration. The State has sped up its in general 

monetary advancement during most recent 60 years and has seen primary change in financial turn 

of events. The last four culminations, being directed biennially beginning around 2003, have been 

a significant achievement and have drawn in speculation recommendations of more than US $ 370 

bn the portion of Essential, Optional and Tertiary areas has been at 17.76%, 41.05% and 41.19% 

separately of the complete Gross State Homegrown Item in 2008-09 at current costs. According to 

fast gauge at current costs in 2008-09 has been assessed at Rs. 337217 crore as against Rs 303734 

crore in 2007-08, showing development of 11.02 % during the year. Legislature of India has 

presented Miniature, Little and Medium Ventures Improvement (MSMED) Act 

Table1: Small, Medium Enterprises Outlay 

 

Businesses Required Outlay in 

Manufacturing  

Required Outlay in Services 

Micro  Up to  25 lakh Up to 10 lakh 

Small  25 lakh to 5 crore 10 lakh to 2 crore 

Medium  5 crore to 10 crore 2 crore to 5 crore 

 

 

Outlay of Foreign Direct Investment in Telangana 

 

Industry 2017-18 2018-19 2019-20 2020-21 2021-22 

Manufacturing 371 4777 5143 4793 9337 

Construction 2541 2237 3516 1599 2634 

Finance 3840 4430 2206 1353 2603 

Real State 1227 1886 2191 444 340 

Energy 891 669 1877 1338 1395 

Telecom 72 2067 1852 1228 1458 

Services 2151 643 1554 569 1590 

Miscellaneous Services 1890 1458 888 509 801 

Information Technology 1130 1647 866 843 736 

Food 287 343 671 218 870 

Retail 199 294 536 391 567 

Mining 452 105 268 592 204 
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Transport 819 401 220 344 410 

Trading 177 400 198 156 6 

Education, Research & 
Development 

199 243 91 56 103 

Others 997 1097 384 506 419 

Source: Annual report Supplement to RBI Bulletin, September 2021-22 

 

Foreign Direct Investment types 

This alludes to long haul capital inflows into a nation other than help, portfolio venture or a 

repayable obligation. It is finished by an element outside the host country in the nation of 

origin. 

I. Outflow Foreign Direct Investment: This alludes to drawn out capital surge from 

a nation other than help, assortment venture or a repayment obligation. It is finished 

by an element exterior to the host country in the nation of origin. 
 

II. Parallel Foreign Direct Investment: A firm produces same products at different 

locations 

 

  

III. Upright Foreign Direct Investment: In the event that the creation cycle is 

partitioned into upstream (parts and parts) and downstream (get together) stages, 

and just the last option stage is moved abroad, then, at that point, the recently 

settled gathering plants interest for parts and parts can be met by sends out from 

home-country providers. This is what Lipsey and Weiss (1981, 1984) and different 

analysts portray as "Vertical FDI", whose point is to take advantage of scale 

economies at various phases of creation emerging from upward coordinated 

creation connections. 
 

Magnitude 

The information utilized in this study is total yearly time series at current costs, covering the 

period 2012-2022. A course of continuous unwinding of controls and guidelines so as to draw 

enormous inflows of unfamiliar speculations was perceptible since the year 1981. In a restricted 

and staged way market influences were permitted to oversee the unfamiliar venture streams during 

this period. Subsequently this period was chosen. The internal and external information have been 

considered as stream gauge instead of stocks on the grounds that internal and external investment 

conduct is more thoroughly estimated for streams than for stocks. This review expands on existing 

examination review and procedures, to test the determinants of internal and outward speculation 

from India. Important examinations, done as such far, have been both subjective and quantitative 

in nature. The subjective techniques utilized incorporate reviews. 
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Effect of Foreign Direct Investment on Telangana Economy 

Telangana has drawn in more unfamiliar direct venture than what its Gross domestic product size 

alone would recommend. Be that as it may, comparative with its friend states (particularly Tamil 

Nadu, Delhi, Maharashtra, Karnataka, and potentially Andhra Pradesh) it has missed the mark 

altogether. The above discoveries which we made in a previous review are additionally affirmed 

through a study of sentiments and perspectives on Presidents and others personally worried about 

the unfamiliar venture choice cycle. The study additionally drew out the vital significance of 

framework, and the nature of administration. 

Strangely the greater part of the issues is equipped for being adjusted through suitable government 

activity. The inherent exploitable benefits of the state stay huge. Power supply - its low quality, 

deficiency and excessive cost; the unfriendly rule of peace and law circumstance including the 

effect of the public hardship and uproars and the impression of predispositions in the execution of 

regulation have been significant in unfavorably influencing FDI. The huge near benefit of the state 

in industry and assembling suggests that the states' future is personally subject to the development 

of assembling in India. Achievement accordingly includes coordination with the local government, 

in light of the fact that a large number of the challenges in pushing ahead and in developing into 

current ventures looked by Telangana current assembling include strategy sicknesses at the 

local/macroeconomic level. Significant among these are the 'modified duty designs' that large 

numbers of Telangana assembling, particularly those in the little and medium scale enterprises, 

face and the manageable valuing of the Indian rupee, as opposed to East Asian nations' 

methodology of underestimating their monetary standards. There is a lot of that Telangana can do 

to draw in the new assembling and administration businesses (seaward enterprises of a wide 

assortment, IT and biotechnology ventures). Other than the improvement of Administration 

particularly as to command over mutual difficulty, it would have to work on the personal 

satisfaction in urban areas and defeat the infrastructural imperatives particularly concerning 

schooling and accessibility of specialized abilities. Assuming Hyderabad its central city, can work 

on its positioning in the pecking order of local spots, Telangana could effectively draw in 

significantly more FDI, and other non-value types of cooperation in the new assembling and 

administration ventures. Unfamiliar Direct Speculation on Telangana from January 2000 to 

October 2006 was assessed to associate with Rs. 4,112.73 crores which comes to around USD 

898.8 million. Telangana positions six regarding FDI Inflows in India. Effect of FDI on Telangana 

Economy has been positive for it has prompted the overall improvement of the state. Effect of FDI 

on Telangana economy has ended up being helpful for the different businesses in the state have 

developed, created and furthermore extended. 

Attracting Elements in Telangana for Foreign Direct Investment: 

The state has long railway network connectivity 

 Availability of world class road ways 

 Provision of excellent professional services to the investors 

 Large number of sophisticated industries 

 

Professional and qualified people in Telangana 

Surveys and oral meetings in any case, there are various difficulties and issues that yield up when 

subjective strategies are utilized exceptionally in examinations. This incorporate subjectivity and 

predisposition of reactions and the failure to consolidate such inclinations in the econometric 

examinations. As such this study utilizes the technique for Numerous Straight Relapse model. To 
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assess the egression model, factual programming, Measurable Bundle for Sociologies (SPSS), has 

been utilized. 

Sources of data: 

 Statistics of the Indian economy 

 United Nations various sources 

 Survey of Economic  

 Indicators of World Development 

 The hypothesis studied are shown below 

 There is a relationship between Foreign Direct Investment and SMEs development.  

 There is a relationship between Foreign Direct Investment and SMEs performance 
 

Literature Review 

Iqbal et al. (2012) Globalization is the power that coordinates public economies all over the 

planet. It additionally works on monetary turn of events. Moreover, globalization has prompted 

huge expansions in both the stream and the supply of FDI. 

Le, P. N. (2021) characterized FDI as "the securing or development of actual capital by a firm 

from one (source) country in another (have) country" (p. 228). FDI carries many advantages to the 

economies of host nations. FDI likewise fills in mechanical holes and gives high-talented work as 

well as quality administration. 

Masron et al. (2017) subsequently, FDI works with work creation, expands Gross domestic 

product, further develops foundation, advances contest, and builds the efficiency of the host 

nations affirmed comparable discoveries, expressing that FDI assists with developing the 

economies of emerging nations. 

Chen et al. (2010) each kind of FDI diversely affects the host nations. Significant FDI: Greenfield 

and Brownfield. Greenfield FDI includes beginning new business offices in the host nations, 

while Brownfield FDI includes consolidating or securing existing firms in the host nations. The 

two sorts of FDI further develop the host nations' economies. Greenfield FDI assists with 

expanding capital stock, business, and results; while Brownfield adds to further developing 

efficiency. 

(Chen et al. 2012) Different specialists order FDI another way: even FDI (market-chasing) and 

vertical FDI proficiency chasing. A more thorough order of FDI incorporates normal asset 

chasing, market-chasing, proficiency chasing, and vital resource chasing (Chen et al., 2010). 

Slope and McKaig (2015) without a doubt, Chen et al. (2010) called attention to a few unfortunate 

results of FDI on the host nations' economies, for example, reliance on unfamiliar capital, shaky 

FDI stream, just zeroing in on low-tech industry, and dangers to homegrown firms. Accordingly, 

those states have attempted to limit FDI. Notwithstanding, this extreme view has withdrawn all 

over the planet since the mid 1990s. 

Duong, M., Holmes, M. J., & Strutt, A. (2021) greater part of the FDI venture goes into the 

handling and assembling area. The main three nations that put vigorously in Vietnam in 2019 are 



 Influence of Foreign Direct Investment in Improving the Position of Small and Medium 

Enterprises in Telangana 

SEEJPH Volume XXV S2, 2024; ISSN: 2197-5248; Posted: 05-12-2024 

 
 

Page | 407  
 

South Korea, Hong Kong (China), and Singapore. 62 out of 65 areas of Vietnam got FDI in that 

year. Nonetheless, Hanoi and Ho Chi Minh City beat the rundown as the objective for unfamiliar 

speculation. These two urban communities represent over 40% of all FDI in 2019 (Service of 

Arranging and Venture, 2020). 

As per Chitrao (2014) investment education can be a mutually advantageous arrangement for all 

partners. Advanced education alludes to college level instruction from school certificates to 

doctoral certifications 

Mehta, N., and Das, S. (2021).). India ought to embrace a coordinated strategy for assembling 

surveys, secure upper hand overall and lay out worldwide administration to achieve fabricating 

drove change. To prevail in this undertaking, the country (India and business people) was basic to 

be open to financing and skill from one side of the planet to the other. With the execution of GST, 

India turned into a market, helping the entire program. Carrying on with work in India was before 

definitely more troublesome than elsewhere; however the public authority expected to change this. 

The mission's send off was because of various basic issues. The State leader has ventured to the 

far corners of the planet, requesting monstrous measures of unfamiliar direct speculation (FDI). 

India has drawn in FDI from China, which is recognition for the organization's prosperity and a 

move in the correct bearing 

Madhavan and Nityashree, (2016) India as of now contributes around 2.2% of worldwide 

assembling yield, which puts it on level with created countries like the Unified Realm and France. 

Make in India is a worldwide marking effort determined to draw in FDI and fortifying India's 

assembling area. This drive is to empower both global and native endeavors to deliver their items 

in India. The significant objective is to completely use the expertise, fitness, discipline and drive 

that might be tracked down in a lot among Indians.). 

Sharma, (2018) the public authority has laid out a straightforward, unsurprising and effectively 

reasonable strategy structure for FDI, as per its expressed reason. Likewise, in many businesses 

and exercises, the FDI strategy system has been continually changed throughout the long term, 

while FDI is permitted on a programmed premise of up to 100 percent. It was government's errand 

to ensure that India stayed a positive and appealing area for speculation 

Nagarjuna, B. (2022) the Make in India week was held in Mumbai from 13 February to 18 

February 2016. The program objective was to transform India into an assembling force to be 

reckoned with like China. India is a huge market and no unfamiliar organization needs to miss out 

on the potential chance to sell its merchandise there. Accordingly, enterprises might be pushed to 

set up assembling units in India or grow their creation. In any case, it would have been ideal on 

the off chance that there had been a site in India where companies were not constrained to foster 

more units through such drives, yet rather lined up alone to get a permit to do as such. 

Thirumalesh and Bhagyalakshmamma (2020) is an Administration of India drive pointed toward 

expanding nearby assembling and drawing in worldwide interest into the Indian economy. India's 

assembling area as of now represents minimal over 15% of the nation's Gross domestic product. 

This study investigated the benefits and drawbacks of this thought as well as its effect on the 

Indian economy. 
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Muthu K. E. & Rajamannar K (2020) saw that, during the period 2014-2018, India got 

$223million in FDI inflows. Administrations PC programming and equipment, media 

communications, exchanging and development got the most FDI. With the Public authority of 

India ordering new arrangements to support the FDI impact in the best 10 areas of 

administrations, broadcast communications, car industry, development (foundation) exercises and 

power, Absolute FDI interest in India for 2018-2019 was ₹62,001 centers. 

Research Objectives 

 

1. To have an insight into the overall policy of Foreign Direct Investment 

2. To understand the contribution of Foreign Direct Investment to SMEs 

3. To know the impact of the ongoing policy of SMEs Development 

4. To serve the recommendations based on the outcome of the research 

Methodology 

Data collection 

The review depends on optional data. The data on investment comes from the source of the 

Service of Business and Industry in India. The data on the fact that it is so natural to direct 

business was accumulated from a report created by the World Bank gathering on the fact that 

carrying on with work is so natural. To direct a survey of the writing regarding the matter, a few 

exploration papers distributed in different diaries were assembled 

Analysis and Interpretation 

The gathered Foreign Investment information is characterized and arranged according to the 

exploration targets, specifically, year-wise, country-wise, area wise, state-wise and month-wise. 

Further, the information is gathered into two period — when the investment drive — to continue 

with the SMEs development. Also, the scores on ease of doing business were organized to check 

assuming there is improvement in the ease of doing business. 

Data Analysis tools 

 Percentage Method  

 Correlation and Regression 

 Graphical representation of data and t test 

 Hypothesis testing 

 

 Hypothesis Testing 

H1: There is a relationship between Foreign Direct Investment and SMEs development.  

H2: There is a relationship between Foreign Direct Investment and SMEs performance. 
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Table 2: FDI, Net Inflows as % of GDP - T-Test: Two Sample Assuming Unequal Variances. 

. 
Financial year Net Inflow Description Inflow in 

Percentage 5 

years 

Inflow in 

percentage 5 

years 
FDI inflow to the Small and Medium Enterprises 

2014 1 Average 2 2 

2015 2 Change 1 1 

2016 1 Actual 4 4 

2017 2 Predicted value 1   

2019 3 Right tail 1   

2020 2 Left tail 2   

2021 2 Two tail 1   

2022 2 Critical factor  3   

2023 2 P value is greater    
 

Note: computation of test 

Conclusion 

In this paper we reviewed the current writing on the efficiency overflows of FDI. Our 

conversation recommends that a considerable lot of the experimental evaluations of efficiency 

overflow from FDI to home grown firms in economies are one-sided. Foreign Direct Investment 

(FDI) is thought of, in many nations, to be a significant part of their improvement system, and 

arrangements are in like manner intended to invigorate internal streams. The spread of efficiency 

overflows is in this manner a question of externalities being communicated from laid out 

unfamiliar makers to home grown ones. FDI presence may likewise work on the framework, 

nature of workforce and Research and development exercises of home grown firms, which would 

have long haul positive effects, however wouldn't appear in efficiency measures. Experiencing 

significant change economies, the administrative climate could work on because of the FDI 

presence. Foreign Direct Investment have the power to influencing and uplift the small and 

medium enterprises to the unexpected level because of the financial support it could provide to the 

developing and struggling firms in which country they flow in. We are passing on the 

investigation of these issues to future examination. 
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