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India's FDI challenge: Let us turn 
success into sustainable growth 

Our net FD/ drop was partly on account qf profit repatriation and we must pitch India's high potential to lure.fresh inflows 
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fter years of steady growth, net flows 
of foreign direct investment (FDI) 
into India declined sharply from $39 
billion to less than $1 biUion between 
fiscal years 2021-22 and 2024-25, a 
stunning reversal that has attracted 

attention. This decline mirrors trends in other 
emerging markets, including Asian peers like 
China and Thailand. Yet India's share in world net 
FDI has fallen by 2.5-3.0 percentage points. How­
ever, there is more to this trend than the headline 
numbers suggest. India's net FDI drop stems 
equally from increased outward investrneJ'lt by 
Indian companies (up 60%) and decreased inflows 
from foreign investors (down 50~). The oft-cited 
100% decline refers to·net flows, or the difference 
between inward and outward,investments, both 
a<ljusted for profit repatriations. 

( 
The underlying dynamics reveal a more com­

plex picture. Based on av.ailable data, gross FDI 
J:n!lows have fallen by only 13% (from $82 billion to 

billion, peak to trough), while repatriation of 
ts by foreign.companies has surged 64% (from 
illion to $44 billion). This repatriation surge is 
rimary driver of dedining net FDI inflows. 
e equity component ofFDI tells the clearest 
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·,lnd,a's FDI story.must regain strength · • 
/Gross1

inflows of foreign direct investment (FOi) have held up but rising repatriation of 
funds has reduced net inflows. 
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active diplomacy that highlights India's unique momentum th;it must be sustained. The next 
advantages: political stability, macroeconomic phase requires deepening existing refonns, rather 
strength and a vast domestic market potential, fac- than introducing new ones that might signal policy 
tors that could partially offset tariff challenges. uncertainty. Credit rating upgrades could help, as 

Research by The Foundation for Economic foreign investment and sovereign ratings have 
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ory. Net equity FDI declined by $38 biJJion, 
.,driving the overall drop. Gross equity inflows fell 
25% from $61 billiO!l Lo $46 billiou, while equity . 
rewtriaHons increas&l by mo~ than halt Tradi~ 

h tio~aJ sources, including the US, have reduced ' 
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? their investments, while Japan, the Netherlands 
and Mauritius have increased theirs. The services 
sector, primarily computer services and R&D, 
accounts for much of the decline. 

Neither increased repatriations by foreign com­
panies nor higher outward investment by Indian 
residents should cause alarm. Both may partly 

'reflect India's economic maturity. Foreign firms 
are extracting profits from Indian operations 
through dividends, i;liarc buybacks and technical 
fees, thus demonstrating confidence in the profita­
bility of their investments. 

Our challenge isn't to reverse repatriation, as 
that is perhaps a natural outcome or even a para­
dox of our success. We should focus on increasing 
gross inflows to fuel continued growth. With 
India's massive infrastructure and development 
financing needs, current gross FDI levels remain 
well below potential. 

Over-reliance on traditional partners may have 
created vulnerability. While punitive tariffs on 
Indian merchandise exports to US markets pose 
challenges, they could also present an opportunity 
to look beyond traditional partners for both trade 
and investment We could establish a dedicated 
task force to engage with the world's top 50 com­
panies, offering compelling reasons to ch<><;>se 
India over competitors. This may also require pro-

dividend distJ!ibution ~-exe~pti9n's, comQided ; . position it well for poteJJtiaJ upgrades that could 
with structural declines in SEZ growth. Foreign unlock new investor interest. 
investors seem to prize predictability above all Our FDI challenge reflects suc~u much as a 
else. Every policy change should undergo rigorous struggle. Companies are extracting profits from 
impact assessment to ensure it does not inadvert- successful Indian operations. while apparently 
entJy signal instability. hesitating to make fresh commitments amid global 

Global surveys consistently identify political uncertainties. Instead oflamentingincreased 
stability and macro fundamentals as primary FDI repatriation and outward investment by residents, 
drivers. India excels in both, but could leverage we must expand the pipeline of new investment by 
these advantages more effectively. Th~ govern- using policy stability as a competitiv~ advantage, 
ment's electoral mandate and demonstrated eco- aggressively courting global c_ompames ~d learn-
nomic management offercompellingsellingpoints. ing from internal success stones. According to. 

More action is needed on easing the regulatory UNCT AD's Worldlnves_tmen_t Report 2025, India 
environment, improving logistics and enhancing ranked fourthglob~y m the n~~rof greenfield 
workforce skilling. The World Bank's Logistics projects announced m 2024. Their 1mplementa-
Performance Index, for example, placed India at tion is important. d 
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Closmg ese gaps cou yte su s t ~ within graphic dividend persists. FDI strategies must~ 
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· 1- " FDI benefits the entire countzy. ofour economic growth story. competl 10n ,or . ed Vi"-' h • n_,_,...,_h · 
Investment climate improveme_nts, streamlm w11.r z m.uu,u i.,, nan contributed to this article. 

regulations and reduced bureaucracy have created These are the authors' pers'onaJ views. 
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