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India mostly measures success in the foreign
direct investment (FDI) arena by a single
number. How much capital (money) came in
during a year. When FDI inflows rise, the credit
is instantly given to the reforms, and other
policy measures. When they fall, global
uncertainty and external factors are blamed,
further liberalisation is promised, followed
by additional “Ease-of-Doing-Business” steps.
States compete to host investors’ summits,
incentives multiply, and the country’s rank-
ings improve. Over the past two-three
decades, wooing FDI has quietly become an
objective rather than an instrument. Hence,
there is little systematic assessment of the
overall economic impact.

In the recent past, the phenomenon of high
gross inflows, coupled with large repatriations
or outflows, is interpreted by the policy-
makers as evidence that India not only
attracts foreign capital but delivers strong
returns. Foreigners bring in money to make
money, a part of which they take out. This
enhances India’s reputation as a reliable
investment destination. However, as the
inflows come under serious pressures, due
to stronger outflows, even resulting in net out-
flows, there is some thinking and introspec-
tion within the official circles.

According to the Reserve Bank of India (RBI)
data, net FDI inflows fell sharply from $44
billion in 2020-21 to less than $1 billion in 2024-
25, with preliminary estimates placing them
at $353 million, as reported under the balance
of payments, which net inward and outward
direct investment. The upward revision was
mainly due to the revised estimates of rein-
vested earnings, which are from the profits
earned by the foreign firms from their Indian
operations. The figures in the four months
(September-December 2025) remain negative.

Indeed, net FDI has turned negative, not
merely because inflows slowed significant-
ly, but larger amounts flowed out due to
repatriations by the foreigners, sale of a part
of their stakes, along with the rise in
outward investments by the Indian firms.
Even without considering the outward
flows, net FDI fell in the recent past. During
the four years from 2021-22 to 2024-25,
gross FDI inflows were $308 billion. Over the
same period, repatriations, dividends, and
royalty payments to the foreign promoters
and shareholders came to $296 billion
(repatriations — $154 billion, dividends —
$103 billion, and royalties — $39 billion).

This left a mere balance of $12 billion over
the four years. This is after $3 billion royalties
are kept out of the calculations. In other words,

nearly 96 cents out of every dollar that came
in went out via outward payments that were
linked to the incoming FDI. If outward invest-
ments by Indian firms, which were $75 billion,
are added, the difference between what
came in, and what went out is a huge nega-
tive $63 billion during the same period. If one
excludes reinvested earnings, which represent
retained profits rather than an inflow of fresh
capital, the picture becomes stark. The figure
for gross inflows will be down to $227 billion,
and the net FDI deficit will be $69 billion.

When India opened its economy in 1991,
FDI was welcomed for clear reasons. The
objective was to acquire technology,
promote exports, and strengthen the domes-
tic industry. In particular, the Industrial
Policy (1991) emphasised building
the country’s capacity to earn
foreign exchange. Entry was
selective and linked, at least in
intent, to capability creation in
what were termed as high prior-
ity industries. Higher dividend payments to
the foreign parents, due to an increase in
their respective stakes up to 51 per cent that
was allowed in most sectors, were to be bal-
anced by companies’ exports. 

Automatic approval was extended to tech-
nology agreements related to high-priority

industries. Thus, liberalisation was directly
linked to technology, exports, and conserva-
tion of foreign exchange. Even so, a tension
remained between reforms and external sus-
tainability. Gradually, the emphasis shifted.
Restrictions were eased across sectors, per-
formance requirements disappeared even
before those were outlawed under WTO, and
the distinction between types of invest-
ments faded. The concept of dividend balanc-
ing was removed, and royalty payments were
liberalised. Instead of asking what the invest-
ments would do for the economy, the policy
asked how easily it could enter.

By the early 2010s, foreign investment
became a means to finance the current
account deficits rather than to achieve the

well-documented benefits that
were reiterated by the Industrial
Policy of 1991. The fact remains
that capital inflows bring money
today but create claims on the
domestic incomes tomorrow.

These appear as dividends, royalties, tech-
nical fees, and capital repatriations to the
foreign parents. As foreign firms mature,
these payments rise. In addition, there is
invariably the important issue related to
technology transfers.

A Discussion Paper (2017) suggested that a

review of the FDI policy was needed to
“ensure that it (FDI) facilitates greater tech-
nology transfer, leverages strategic linkages,
and innovation.”  Instead of issuing a new
comprehensive industrial policy, the
Government opted for a piecemeal approach.
A decade earlier in 2008, an Expert Group
under the National Manufacturing
Competitiveness Council described how the
liberal FDI policy had hurt Indian manufac-
turing. It observed, “Technology transfer is
considered to be one of the most important
benefits of permitting FDI…. In India, however,
in attracting FDI, the emphasis appears to be
substantially on the amount of FDI flows.”

Purchase of technology is costly, and in
view of the liberal Indian policies, foreigners
are reluctant to part with it. Even when the
Indians are willing to buy it, there are appre-
hensions or unwillingness. In the pre-reforms
days, the foreigners were skeptical about
restrictions, and the policy environment. In
the post-reforms period, they were eager to
earn regular royalties, fees, and other com-
pensations, rather than part with proprietary
technology. This explains why the Group
wanted a high-level technical committee to
review the FDI policy.

Hence, the FDI arithmetic reveals only a part
of the whole story. The deeper question is
whether this investment trajectory was
anticipated but not acted upon sufficiently.
When one understands the overall architec-
ture behind the FDI patterns, it becomes clear
that the emerging imbalance is not the
result of a single policy error or a sudden loss
of investor confidence. There are contributo-
ry factors to the burgeoning outflows, and the
trends are embedded in FDI’s nature, India’s
liberalisation curve, and evolving character
of global capital.

Understanding these shifts is essential if
policy recalibration is to be deliberate rather
than reactive and enthusiastic. A deep analy-
sis can ensure that openness strengthens
domestic capability rather than gradually
expanding the external claims. We will
examine these and other issues in the second
part of FDI’s magic show. Watch this space
tomorrow for more insights, some surprises,
and a few shocks.

After having failed to become a law in 2004 and
2019, a new seed bill may be introduced in
Parliament in the second leg of the ongoing
Budget session. As usual, it has reignited fresh
controversies. The Government insists that it will
ensure access to cheap but high-quality seeds,
and protect farmers’ losses. The industry feels
that it will replace an outdated and ill-equipped
law (1966). Farm unions counter that the pro-
posed Act will centralise political control,
empower firms, and diminish the growers’ tra-
ditional rights and practices.

According to the agriculture ministry, the new
law will regulate the quality of seeds, curb the
sale of spurious and poor-quality seeds, liberalise
imports to allow global varieties, safeguard the
rights of the farmers, and ensure transparency
and accountability in supply chains. In addition,
it will decriminalise minor offences to promote
ease-of-doing-business, reduce compliance
burden, yet maintain clauses to penalise the
serious violations. The industry welcomed the
draft bill, which was available for public feedback
in November 2025, and claimed that it could deal
with the new scientific and commercial realities.

“The Draft Seeds Bill, 2025, is a timely, and
much-needed step toward modernising India’s
seed regulatory framework. FSII (Federation of
Seed Industry of India) welcomes the consulta-
tive approach, as replacing the Seeds Act, 1966,
and the Seeds (Control) Order, 1983, has been long
pending,” said Ajai Rana, chairman, FSII. “An initial
reading of the draft indicates the introduction
of a recognition system for research-based
companies, and enhanced ease of doing busi-
ness. These measures will help streamline the
sector while ensuring strong safeguards against
serious violations,” he added.

However, the Samyukta Kisan Morcha (SKM),
and other farmer entities criticised the draft, and
continue to stick to their guns. They allege that
it threatens seed sovereignty, and undermines
the nation’s food security. “We are committed
to fight. If the bill is passed by Parliament, it will
be against the will of the farmers, and there will
be a sustainable struggle against it. We will con-

sider boycotting the multinationals, and their
seeds,” warned SKM leader P Krishnaprasad. The
farmers point out several inconsistencies.

For example, the draft had a provision to create
a Central Seed Committee to “controls all
aspects of seeds, from production to testing,
without representation from all the states.” On
an overall basis, it gives more power to the
Centre, empowers corporations, and weakens
the farmers’ traditional autonomy. The small
seed producers will need to register on par with
the large seed firms, which will
place the former at level with the
powerful latter group. A clause in the
seed rules (1983) banned black mar-
keting, which will be upturned
under the new law.

Since agriculture is a states’ subject as per the
Constitution, the draft does envisage both
central and states’ seed committees. The one in
New Delhi will recommend standards for
minimum germination levels, genetic and phys-
ical purity, traits and seed health norms, and
additional quality parameters. The state ones will
advise on the registration of producers, dealers,
nurseries, and processing units. SKM had raised
ten questions, which include one on the insis-
tence on QR code facility, without an assurance
of Internet access. Most of the small producers
reside in remote areas with limited Internet.

However, the Government insists that these
concerns were addressed. In a written statement
in Rajya Sabha on February 6, 2026, the minis-
ter of state for agriculture, Ramnath Thakur,
revealed that “extensive consultations have been
held with the farmers’ groups, seed experts,
industry associations, and State Governments,
including the Government of Punjab.” He men-
tioned that the draft bill was “placed in the public
domain as part of the pre-legislative consulta-
tion process, and over 14,000 suggestions, com-
ments, and observations have been received and
examined.” He assured that they were consid-
ered “as prescribed to be followed for the final-
isation of the Bill.”

But even the RSS-affiliated Bharatiya Kisan

Sangh (BKS) red-flagged the draft, and is current-
ly holding a meeting in Telangana to discuss it,
as well as other farm-related issues like the India-
US bilateral trade agreement. According to
some members of the BKS, it has identified 20
contentious points, which will be passed on to
the Government after discussing them at the
Telangana meeting. Other experts point out that
the seed bill will undermine other laws like the
National Biodiversity Act (2002), and Protection
of Plant Varieties and Farmers’ Right Act (2001).

Compulsory registration can dilute
public-interest mandates.

An insistence on value for cultiva-
tion and use may be best to assess per-
formance, but veers towards “uniform,
high-input, corporate-bred hybrids.”

This contradicts the biodiversity law, which seeks
conservation and sustainable use of the country’s
genetic diversity. Despite required legal clear-
ances for genetically-modified seeds, the draft
merely categorises them as “spurious,” and omits
the mandatory clearance. “This regulatory blind
spot downplays environmental and health risks
by prioritising commercial penalties over adher-
ence to biosafety standards,” states an analysis
on social media.

The Government claims that the final bill may
remove such anomalies, and there are clauses
for compulsory registration of varieties; accred-
itation of certification agencies to ensure
uniform standards; registration of seed produc-
ers, seed processing units, and dealers and dis-
tributors; registration of plant nurseries; regu-
lation of seed sale prices under emergent situ-
ation; compulsory labelling of performance of
seeds; and mandatory on-boarding on central
traceability portal. The portal is a centralised
system to trace and track production and distri-
bution. “These measures are intended to ensure
the quality of seeds supplied to the farmers,”
explained minister Thakur.

“The provisions will ensure that quality seed
reaches to farmers, especially small and margin-
al farmers, and result in increased production,
higher income, and mitigation of risk associat-
ed with seeds,” added the minister in his reply
to a question in the Lok Sabha. “The Bill explic-
itly safeguards the rights of farmers to grow, sow,
save, exchange, and sell their farm-saved seeds
of any registered varieties. Further, the proposed
Act will not be applicable to the farmers, and
exemptions have also been provided for tradi-
tional varieties and farmers’ varieties,” he added
in the same written statement.

Contrary to the fears, the draft does not create
or confer intellectual property rights over the
seeds. Issues relating to IPR are separately gov-
erned under the Protection of Plant Varieties and
Farmers’ Rights Act. The seed bill focuses on quality
and regulation, and does not facilitate corporate
control over the seeds. Thus, the draft seed bill,
or its final version, may not contradict or dilute
the existing laws that protect the farmers. It is an
addition, not a substitution. One will not super-
sede the others, as critics wrongly maintain.
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A third-time lucky seed bill?
Farmers fear that it will lead to political and corporate control

Record inflows mask problems of outflows and external claims
India’s FDI palace of illusion

As expected, after the combined US-Israel strikes on
Iran, and counter-attacks by the latter, global crude oil
prices jumped. They inched upwards of $70, the
highest since August 2025, and almost a quarter up from
the lowest level in December 2025. Indeed, the recent
rise over the past several weeks was prompted by the
fears that the US was likely to attack Iran, not if but
when. Now that the missiles have hit Iran, its supreme
leader, Ali Khamenei, is dead, and Iran has launched
attacks on the US bases in the Middle East, and struck
high-profile airports, ports, and landmark buildings in
the region, the prices are likely to shoot up. A figure
of $100, say experts, is a distinct reality. If the war esca-
lates for a few days, or several weeks, and if some oil-
related infrastructure and ships are destroyed in the
process, who knows what will happen. Think of
crude oil at $125, or even higher.

Such dire predictions stem from several factors. The
most important is the disruptions in oil flows
through the Strait of Hormuz, “a chokepoint that
carries roughly 20 per cent of global oil supply. Tanker
traffic through the waterway has already been sig-
nificantly curtailed, heightening concerns,” states a
media report. If Iran's Islamic Revolutionary Guards
Corp (IRGC) escalates the war, the Strait will be on their
radar. According to an analyst quoted on a website,
“Though the IRGC may not be able to physically close
the Strait of Hormuz, it could potentially still deploy
small boats, mines, drones, and missiles to compel
insurers and shipping companies to avoid the water-
way.” Another media report adds that oil tankers have
begun to avoid the Strait since the attacks started on
Saturday. “Historically, crude prices often jump
whenever there are major oil supply issues at the
Strait of Hormuz,” it explained. Huge risk premiums
will be added to oil prices.

Worse, the options for fresh and additional supplies
from producer nations through alternate routes are
limited. For one, the huge spare capacity in the
Middle East will remain blocked, if Hormuz remains
under siege, or fear of one. Couple this with the fact
that most OPEC+ producers are “already near
maximum output, leaving Saudi Arabia as the primary
holder of meaningful spare capacity.” Non-OPEC sup-
plies can increase, but scaling up will require some time.
The transport will happen only if the crucial sea lanes
remain open and safe. Add to this the thinking among
most producer nations, who wish to hike profits due
to higher prices, and have suffered for long from
subdued ones in the recent past. Even the US, saddled
by the recent Supreme Court judgment on trade tariffs,
may wish to boost export revenues via more expen-
sive crude oil to make up for lower import revenues,
and the inevitable refunds of earlier revenues collect-
ed at higher tariffs.

Technical charts forecast a coming bullish phase.
According to a website, “The weekly timeframe chart
shows… crude oil price has rebounded in the past few
weeks. This rebound started after it formed a double-
bottom pattern at $55.15. A double-bottom is one of
the most common bullish reversal signs in technical
analysis.” The prices have moved higher than the 50-
week and 100-week averages, and the directional index
on the charts has jumped to the highest level since
August 2025. The same is the case with the relative
strength index. “Therefore, the most likely scenario is
where the price continues rising now that the war in
Iran is escalated. The price may soar to over $80 when
the market opens today,” states the website. Thus, there
was a clear possibility of an upward movement, which
got fresh impetus due to the Iran war. Remember, there
is still a war on in Ukraine, and Pakistan and Afghanistan
are at loggerheads on their borders.

According to some analysts, the Hormuz scare is
horrifying, and the world is yet to come to grips with
it. Most of the oil that passes through the Strait moves
from the Middle East to the largest consumers such
as China, India, Japan, and South Korea. Half of China’s
supplies pass through it. Hence, a prolonged closure
of the Strait, says one analyst, is a “guaranteed global
recession.” He adds that if this happens, the Asian con-
sumers will go crazy. “What you would see is hoard-
ing, especially by Asian countries that were big
importers of oil and gas when they realised that
Hormuz is closed. You could see the mother of all
bidding wars.” The end-result: Prices will go through
the sky. In the end, the duration of the war will matter,
as it does during crises, and so will the scale of the
war. In such situations, strategic stocks held by nations
such as the US (inventory of more than 400 million
barrels) and China will not matter. What will be
evident is high prices.

Like in the case of the Russia-Ukraine war, there
will be choices to make. Dependence on coal may
go up, as it did in Europe in the past few years. Oil
consumption may be curtailed, as happened in con-
sumer nations. Renewables may get a boost.
However, the oil giants will have a gala time, even
as they aim to use the cash flows to discover more
oil, acquire more oil reserves, or force production to
meet future demand.

Rao is Senior Research Fellow, Academy of Business
Studies, and Ranganathan is an independent researcher

(The author has more than three decades of experience
across print, TV, and digital media)

Jayanta
Bhattacharya
Senior Journalist

O
U

R 
TA

K
E


