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ABSTRACT

A more 'open door' policy on trade and investment regime in India has been undertaken on the ground that the underlying complementarities would provide due augmentation to the development process and empirical evidences gathered corroborate such a stance. In this chapter an attempt has been made to understand empirically whether a liberal foreign investment policy gives necessary boost to development process in India. We have dealt with the issue by taking selected sample firms by dividing them into foreign and domestic at ownership level in Indian manufacturing sector and comparatively assess their development on the economy during the post reform era.Empirical analysis shows that foreign firms are less import dependant and better export performer compared to their domestic counterparts. In return foreign forma save precious foreign currency but they are unable to generate more employment opportunities.

Wilcoxon Matched Pairs Signed Rank Test was carried out to test the significant difference between foreign firms and domestic firms for seven relevant variables across all the selected industries. Of the seven variables examined, five exhibited significant differences between the two types of firms. In contrast, no significant differences were found between the two groups of firms in terms of vertical integration and product differentiation. As such our analysis draws a contradictory picture for the general belief that Foreign firms are tax evaders and contribute less to the nation.
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